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IG Markets Limited -

Strategic Report

Description of the business

IG Markets Limited (“the Company”) is a wholly owned subsidiary of Market Data Limited and its ultimate parent combany
is IG Group Holdings plic. References to “the Group” are to |G Group Holdings plc together with all its subsidiary
undertakings. : :

During the yeér the Company offered OTC leveraged derivatives, share dealing énd investments, through its activities in
the UK, Australia and New Zealand. For OTC Ieveraged derivatives, clients enter into denvatlve mstruments called
contracts for difference.

Clients need to have sufficient funds in their account to cover the margin required to enter into a derivative contract. Margin
is usually expressed as a percentage of the notional value of the trade and aflows a client to use leverage to take a position
in a market with a notional value that is in excess of the funds they are required to deposit. Leveraged derivative contracts
therefore magnify the gains or losses a client can make relative to the funds deposited.

The Company is the counterparty to the OTC leveraged derivatives that clients enter into and the primary hedging
counterparty for other Group companies, and as a result the Company faces market risk. The Company accepts this
market risk in order to allow instant execution of client orders. The business manages the market risk it faces through
intemalisation — allowing individual client trades to offset against.each other — and by hedging the residual risk in each
market at defined limits by entering into derivative contracts with its hedging brokers. The Company seeks to hedge its
residual market exposures in an efficient manner by grouping its exposures into asset classes, and therefore does not
hedge its exposures exactly, which gives rise to basis risk. Through the process of intemalisation and -hedging, the
Company limits the market risk it faces so that its trading revenue from OTC leveraged derivatives predominantly reflects
the amounts paid by clients through spread, commission and funding, less the costs incurred in hedging and less amounts
paid to other group companies under revenue share agreements.

The Company is regulated by the Financial Conduct Authority (FCA) and complies with the overall capital adequacy
requirement set out by the FCA’s IFPRU handbook, whilst seeking to maximise retumns on equity and maintain a strong
capital position. The Company is regulated in jurisdictions outside the UK by the relevant loca!l bodies.

The Company also provides treasury services to other Group companies.

The Company’s trading revenue arises from each of the Company'’s three revenue generating models: OTC Leveraged
Derivatives, Share Dealing and Investments.

OTC Leveraged Derivatives: represents

i)

i)

amounts paid by clients for spread, commission and funding charges in respect of the opening, holding and
closing of contracts for difference contracts together with gains and Iosses for the Company arising on cllent
trading activity; less

fees paid by the Company in spread, commissions and funding charges arising in respect of hedging the risk
associated with the client trading activity and the Company’s currency exposures, together with gains and losses
incurred by the Company arising on hedging activity; less

iii) amounts paid to other group companies under revenue share agreements.

Share Dealirig: represents fees and commission earned from share dealing service after deducting the coﬁtracting and
trade settlement fees payable to third-party brokers. Share dealing trading revenue now includes income derived from
foreign exchange conversion which was previously reported within the OTC Leveraged revenue.

Investments: represents management fees, which are earned as a percentage of assets under management.

The Company’s main costs are:

Remuneration costs: relates to employees who are directly employed by the Company or through another Group
company.

Advertising and markeling costs: are incurred to drive client recruitment. Advertising and marketing include some
costs which have been allocated to the Company, having been incurred on its behalf by another group company.
In instances where the Company has incurred costs on behalf of other group companies, the expense is
recharged to those companies and netted off in the same line in the income statement.

Royalty expense: malnly relates to a licence fee paid to another group company for use of the trading platform
intellectual property. The fee is calculated as a'percentage of the Company’s net trading revenue.
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Performance of the business during the year ended 31 May 2020 (FY20)

The Company continued to make good strategic and operational progress during the year. The following is an analysis of
the performance indicators of the Company.

The Company had net trading revenue in FY20 of £341.8 million (FY19: £247.9 million).

Profit before taxation for FY20 was £154.3 million (FY19: £98.2 million). Operating expenses increased by 16.2% year-
on-year. . ‘

Profit for the financial year for FY20 was £125.4 m:lllon (FY19: £73.8 million).
Shareholders’ equity increased from £356.7 million as at 31 May 2019 to £424.6 million as at 31 May 2020.

At 31 May 2020, under FCA rules, the Company had a Total Capital Ratio of 31.4% (FY 19: 24.9%). Total regulatory capital
resources as at 31 May 2020 were £423.0 million (FY19: £355.9 million). The Company had significant surplus regulatory
capital resources over the regulatory capital resources requirement throughout the year. An analysis of the Group’s
consolidated capital resources and capital resources requirement is, provided in the Group Annual Report.

In accordance with the Capital Requirements Directive IV (CRD IV) and the FCA’'s IFPRU prudential regulations, the
Company is required to disclose a retum on equity metric. This has been calculated as profit for the financial year divided
by shareholders’ equity at the year end.

31 May 2020' 31 May 2019
Return on equity ’ ’ 29.5% 20.7%

IG’s business model ensures that its interests as a business are aligned with the interests of its clients, which sets it apart
from most other companies in the industry. The Company believes that its cuiture of acting in clients’ best interests,
providing excellent client service, offering risk management tools, education and training resources, its innovative platform,
and the quality of trade execution, are key differentiators. This creates a sustainable business, with industry leading client
tenure and client value metrics.

The Company's share dealing offering is focused on serving the needs of active equity traders and helps to retain existing
OTC leveraged clients as well as providing an acquisition channel to attract new active traders to the Company for whom
leveraged trading products may be appropriate. . .

The Company has continued to customise its offering for its three key client segments (professional, retail and institutional)
to ensure it effectively meet the needs of each.

For the professional segment, the Company has continued to supply new and real-time content, tools and webinar events
with keynote speakers to support their sophisticated trading strategies. For retail clients, IG Academy provides educational
resources, both on desktop and on the go via a mobile app. Retail clients also have access to an enhanced library of
trading videos and courses, with interactive tests so they can check their understanding. -

The Company identified the underserved small hedge fund and family office segment as a potential market opportunity.
With this segment in mind, and despite the Covid-19 crisis, The Company continued with the launch of IG Prime in March.
As IG Prime develops further,.it will give institutional clients access to an increasingly broad suite of prime brokerage
services across synthetic, custody, trading and financing solutions.

Through the resilience of our market-leading technology infrastructure, |G has demonstrated its ability to perform strongly
throughout the period of unprecedented market volatility triggered by the Covid-19 pandemic. We've followed the letter
and spirit of governments’ guidance in countries where is the virus has been present, as they work to contain and defeat
it. Our significant long-term investment in communications and technology infrastructure has enabled all employees to
work safely from home, and we continue to provide the best possible service for our clients when they choose to trade the
financial markets.

Engaging with our stakeholders
Section 172(1) statement by the Board

The board continues to uphold the highest standards of conduct and make decisions for the long-term success of the
Company. The board recognises that the Company can only grow and prosper if we understand and respect the views'
and needs of our stakeholders. ‘

Under the Companies Act 2006, the Directors must act in a way that they consider, in good faith, would be most likely to
promote the success of the Company for the benefit of its members as a whole. In doing this; the Directors must take into
account, among other factors:

The likely consequences of any decision in the long term;

The interests of Company’s employees )

The need to foster our business relationships with suppliers, customers and others

The impact of our operations on the community and the environment

The desirability of the Company maintaining a reputation for high standards of business conduct
The need to act fairly between members of the Company
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Our key stakéholders

The Directors have identified certain key stakeholders who are essential to the success of the Company — see pages 4 to
6.

The Board will sometimes engage directly with certain stakeholders on specific issues. This stakeholder engagement often
takes place at an operational level. Key stakeholders are considered when discussing and making decisions relating to
strategic matters, financial and operational performance, risk management and legal and regulatory compliance.
Information in relation to these areas is provided to the Board through reports sent in advance of each Board meeting, and
through presentations to the Board.

As a result of these activities, the Board has an overview of engagement with stakeholders and other relevant factors,
which enables the Directors to comply with their legal duties under section 172 of the Companies Act 2006.

Board dec:s:on—maklng and stakeholder considerations

The Company is fully committed to effectively engaging with all key stakeholders. The Company defines pnncupal
decisions’ as those that are material to the Company and are significant to any one or more of our key stakeholder groups
— as set out on pages 4 to 6.

In making the following principal! decisions, the board considered the outcome from our stakeholder engagement, as well
as the need to maintain a reputation for high standards of business conduct and the need to act fairly between the members
of the Company.

e  Principal decision 1: commitment to IG Brighter Future Fund

The Group Board approved a commitment of £5 million from the Group profit before tax for the 2020 financial
year to the |G Brighter Future Fund. This fund will be used to improve educational opportunities for the least
privileged young people in our global communities, and to offer inmediate assistance to those that have been
hardest hit by the Covid-19 pandemic. Brighter Future provides a framework that focuses our ESG activities to
maximise the positive outcomes that we can achieve.

The Board took into account the fact that many businesses and individuals in the communities in which it
operates are facing considerable hardship as a result of the Covid-19 pandemic. In contract, the Company has
performed well during this period of increased volatility in the financial markets.

In deciding choosing where investments should be made, the Board took into account the views of the
Company’'s employees. The Company further took into account the views of IG employees in setting aside a
£160,000 of the Brighter Future Fund to respond to immediate crises linked to the Covid-19 pandemic.

e  Principal decision 2: Covid-19 — people considerations

The Group successfully implemented its comprehensive business continuity plan-in response to the Covid-19
pandemic. Thanks to the significant long-term investment in communications and technology infrastructure, our
people have been able to work safely from home during the pandemic.

The Directors have been in regular communication with employees to ensure their safety, and that of their
families, during this challenging time. The Company also considered the steps needed to alter the working .
environment in preparation for employees returning to the office, and how and when employees should return,
on a location-by-location basis. The Company's priority has been the health and safety of its employees, and
we continuously monitor best practice and government advice. '

The Board agreed to a phased return-to-work approach for all employees, taking into account employees safety
when commuting to work and adjustments to be made at the workplace as a result of Covid-19.

Stakeholder engagement
Clients
Why we engage with our clients

The Company’s clients are informed, decisive, adventurous people, and they have high expectations of their trading
provider. If the Company fails to meet those expectations, these clients will go elsewhere. There are many firms operating
in the Company’s industry, and thus engaging with clients to ensure that the Company’s proposition continues to stay
ahead. of the competition is important.

Clients use the Company's trading platforms for hours every day, and that makes them the most valuable source of
feedback — helping the Company to provide the best experience. .

How we engage with our clients

Day to day, the Company engages with its clients through customer support teams, who are multilingual, highly trained
and available 24 hours a day, 6.5 days a week, 365 days a year. The Company offers best-in-class customer service to
all clients, and provides a variety of channels for them to get in touch.

The Company also provides clients with a range of tools and features to help them trade, including a wnde education
offering, plus breaking financial news and live analysis of the markets. These are available for all clients to use in a way
that suits them, free of charge.
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To ensure that the Company is meeting clients’ expectations, the Company conducts regular research to get feedback on
its products and services. This feedback directly helps to shape the Company'’s prioritisation roadmaps and improvement
programmes.

What matters most to our clients

The Company provides access to the financial markets that lets clients take advantage of opportunities. The Company
can only do this if our platform is stable, secure and reliable, and trade execution is seamless. So the reliability of the
technology is paramount. .

The Company'’s clients need us to be ‘always on’, as opportunities can arise around the clock. The Company’s 24-hour
trading coverage is a unique selling paint and a key feature of the service provided.

Clients also expect the Company to be there when they need guidance, have an issue, or want to ask a simple question.
Access to the Company’s highly trained customer service team is important for clients who rely on their expertise.

People
Why we engage with our people

Nurturing a team of talented and dedicated people is central to the Company’s strategy, enabllng the Company to deliver
the exceptional products and services that keep it at the forefront of our industry. .

How we engage with our people

The Company has a variety of means to engage with our people These include two surveys per year, functionality in the
Company's employee communication portal that we can use to collect feedback and comments at any time, and townhalls
and small group meetings that allow senior managers to meet and understand employee’s views. Employee network
groups also offer an important channel to better understand the experience of employees that are currently
underrepresented.

What matters most to our people

We hear consistently that employees want to be kept informed about the Company’s strategy and changes to the industry
in which it operates. They want the chance to be involved in planning changes that will impact them and their teams. They
also expect the organisation to provide opportunities for development.

Regulators .
Why we engage with our regulators

Regulations affect how the Company is able to market and provide services to clients. It's essential that the Company
. engage with its regulators to ensure they understand the products and business model the Company operates, so the
Company can remain active and grow into new markets.

By maintaining. relationships with key regulators and actively engaging on both a local and global scale, the Company
positions itself to be well informed about impending developments in the regulatory environment.

How we engage with our regulators

The Company maintains constructive relationships with regulators, communicating in an open and transparent manner,
and ensuring that the Company’s actions are consistent with regulatory expectations.

The Company works with its regulators in muitiple ways — from proactive engagement on new business proposals to
assisting in their investigations and regulatory requests. .

The Company’'s employees are responsible for maintaining an open and constructi\)e. dialogue with local regulators, to
facilitate strong relationships and understand the expectations that are critical to the Company.

What matters most to our regulators

Regulators focus on protecting consumers from bad outcomes, safeguarding clients’ best interests and ensuring that all
clients are treated fairly. They value fims that respect and follow both the letter and the spirit of the regulations and
guidelines they set out.

Communities
Why we engage with communities

Sustainability and social awareness are firmly embedded into the Company’s purpose and values, and are integral
components of the firms culture. The Company also recognises that community engagement is vital to its ability to deliver
long-term returns for stakeholders. These factors mean that the Company carefully consider the impact on the communities
in which we operate and on the environment.

How we engage with communities

Through the Brighter Future framework, the Company partners with local charities that support the communities in which
it operates.
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All of the Company’s employees have opportunities to engage with our partners through employee volunteering and
fundraising.
What matters most to our communities

Our communities value sustained and long-term sdpporl. This is achieved through a combination of continual dialogue, ’
financial donations and meaningful employee engagement. It also matters to our communities that we're conscious of our
impact on the environment. .

Suppliers
Why we engage with suppliers

The Company engages with suppliers to develop mutually beneficial and lasting partnerships. Suppliers play an important
role in the quality of the service the Company provides, supporting the Company to meet the high expectations of the
sophisticated client base.

How we engage with suppliers

The Company frequently engages with its supplier base to ensure that all parties are getting the desired value from the
relationships. Typically we do this through a series of engagements. These range from informal conversations to exchange
information and discuss priorities to formal interactions. The latter might focus on contractual terms or involve reviewing
the performance of the supplier, to ensure we're getting value for the service being provided.

What matters most to our suppliers

The Company has found that its suppllers value clarity on our expectations of the relationship and the services they
provide. The Company’s suppliers also appreciate fair, open and honest two-way communication and value the feedback
the Company can give them.

Regulation

The CFD industry needs to be regulated to reduce the risk of poor conduct by firms and poor client outcomes. IG is the
world's leading provider of CFDs and adheres to the highest regulatory standards. Leveraged derivative instruments are
not appropriate for everyone, and through its focus on ensuring that its marketing and advertising targets an appropriate
audience, |G seeks to only accept clients who understand our products and the risks involved. The Company’s long held
view is that robust supervision around who the product is marketed to, and which applicants are accepted as clients,
remains the most significant measure to drive improved client outcomes.

The ESMA product intervention measures came into effect during the first quarter of the prior financial year (Q1 FY19).
The actions taken by the Company in preparation for these regulatory changes have resulted in the Company successfully
navigating the introduction of the ESMA measures.

The Company had operated its business in the EU through branches, under the passporting rules. The terms and nature
of the arrangements under which the UK will leave the EU remain unclear. In January 2019, the Company entered into an
agreement with a fellow Group company, |G Europe GmbH, to cease marketing OTC leveraged derivatives to new cllents
in mainland Europe and transfer part of its existing business relating to EEA clients.

Principal risks and uncertairities

The Company operates as a business within the Group, and the success of its business is dependent upon the
performance of other group companies.

The principal risks facing the Company are:

o the regulatory environments in which the Company operates change in a way that impacts the activities of the
- Company;

e the.market risk the Company accepis to provide instant execution of client orders results in a loss to the
Company; - .

e abank or broker which the Company uses defaults, resulting in the Company’s balances with that bank or broker
not being recoverable; and

¢ the Company fails to maintain sufficient capital and liquidity resources.

Details of the Group’s approach to risk management and principal risks facing the Group, are set out in the Group Annual
Report
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Future Developments

FY20 is the first full year since ESMA implemented new regulatory changes that impacted tﬁe Company’s core business.
The Company's robust business model faced these changes head on and adapted to a new market landscape.

Subsequent events

‘There have been no material post balancé sheet events between 31 May 2020 and the date of signing the report which

require separate disclosure. :

On behélf of the Board

Director
23 July 2020
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Directors’ Report

The Directors present their Report together with the audited Financial Statements of IG Markets Limited (‘the Company’)
for the year ended 31 May 2020.

Directors

The Directors of the Company who held office during the year and up to the date of signing the Financial Statements were
as follows:

J Felix

P Mainwaring (resigned 1 June 2020)

B Messer

J Noble

C Rozes (appointed 1 June 2020)

The Company purchases appropriate liability insurance for all Directors and officers. This cost was borne by another Group
company. .

The Directors of the Company held shares in the ultimate parent Company as disclosed in the Group Annual Report.
Business

The description of the business undertaken by the Company, its performance during the year, its position al the end of the
year, and future developments are set out in the Strategic Report on page 2.

The Company has branches in Australia, New Zealand which provide support services to clients. The Company has a
branch in Poland which provides back office, marketing and sales support. The Company has branches in Germany,
France, ltaly; Spain, Sweden, Luxembourg, Ireland, Norway, Netherlands and South Africa which are non-trading.

Dividends

A dividend of £nil was received during the year (FY19: £4.8 million) and a dividend of £58.8 million was paid during the .
year (FY19: £128.0 million).

The Directors are not recommending a final dividend.
Subsequent events
Subsequent events are included in the Strategic Report on page 2.

Directors’ statement as to disclosure of information to auditors

So far as each person who was a Director at the date of approving this report is aware, there is no relevant audit
information, being information needed by the auditors in connection with preparing their report, of which the auditors are
unaware. Each Director has taken all the steps that she or he is obliged to take as a Director in order to make herself or
himself aware of any relevant audit information and to establish that the auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the Companies
Act 2006.

_ Financial Risk Management
Financial risk management information is presented in note 28.
Additional disclosures

The Company is ‘required to publiéh additional information in accordance with the Cabital Requirements Directive IV (CRD
IV) and the associated"Capital Requirements (Country-by-Country Reporting) Regulations 2013. This information will be
published at the following web address: http://www.iggroup.com/investor-relations/regulatory-information

On behalf of the Board

g

C Rozes
Director
23 July 2020
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Statement of Directors’ Responsibilities

The Directors are responsnble for preparing the Strategic Report, Directors’ Report and the Financial Statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare Financial Statements for each financial year. Under that law the Directors
have prepared the Financial Statements in accordance with United Kingdom Generally Accepted Accounting Practice
{United 'Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework™, and applicable law).
Under company law the Directors must not approve the Financial Statements unless they are satisfied that they give a
true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that period. In preparing
these Financial Statements, the Directors are required to: -

o select suitable accountmg policies and then apply them consnstently,

+ state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been followed, subject
to any material departures disclosed and explained in the Financial Statements;

* make judgements and accounting estimates that are reasonable and prudent; and

» prepare the Financial Statements on the going concern basis unless |t |s inappropriate to presume that the
company will continue in business.

The Directors are responsible for safeguardmg the assets of the Company and hence for taking reasonable steps for
prevention and detection of fraud and other irregularities.

The Directors are also responsible for keeping adeqqate accounting records that are sufficient to show and explain the
Company'’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the Financial Statements comply with the Companies Act 2006.

On behalf of the Board

L

C Rozes
Director
23 July 2020
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Independent auditors’ report
to the member of IG Markets Limited

Report on the audit of the financial statements
Opinion
In our opinion, IG Markets Limited's financial statements:

e give atrue and falr view of the state of the company’s affairs as at 31 May 2020 and of its profit for the year then
ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable
law); and

'« have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual
Report”), which comprise: the statement of financial position as at 31 May 2020; the income statement, statement of
comprehensive income and the statement of changes in equity for the year then ended; and the notes to the financial
statements, which include a description of the significant accounting policies. .

Basis for opinion

. We conducted our audit in accordance with Intemational Standards on Auditing (UK) (“ISAs (UK)") and applicable law.

. Our responsibilities under ISAs- (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulffi IIed our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report to you
where:
e the directors’ use of the going concem basis of accountmg in the preparation of the financial statements is not
appropriate; or
¢ the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the
company’s ability to continue as a going concem.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the
UK Companies Act 2006 have been included. .

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us
also to report certain opinions and matters as described below.

Strategic Report and Directors’ Report

in our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the year ended 31 May 2020 is consistent with the financial statements and has been prepared in
accordance with applicable legal requirements. .

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we
did not identify any material misstatements in the Strategic Report and Directors’ Report.

10
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Independent auditors’ report
to the member of IG Markets Limited

Responsibilities for the ﬁﬁancial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of the Directors’ Responsibilities set out on page 9, the directors are responsible
for the preparation of the financial statements in accordance with the applicable framework and for being satisfied that
they give a true and fair view. The directors are also responsible for such intemal control as they determine is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
so. .

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to aobtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions; has been prepared for and only for the company’s member as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting :
Under the Companies Act 2006 we are required to report to you if, in our opinion:
o we have not received all the information and explanations we require for our audit; or
» ° adequate accounting records have not been kept by the company, or retums adequate for our audit have not
been received from branches not visited by us; or
* certain disclosures of directors’ remuneration specified by law are not made; or
« the financial statements are not in agreement with the accounting records and retums.

We have no exceptions to report arising from this responsibility.

e ot

Darren Meek (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

23 July 2020
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Income Statement
- for the year ended 31 May 2020

31 May 2020 31 May 2019
Total A Coqtinying ’ Discontin_ued Total
operations operations

Notg £m £m £m £m

Trading revenue 345.0 2395 155 2550

lntroducing partner commissions ' (3.2) (5.4) (1.7) (7.1)

Net trading revenue - 3 341.8 2341 138 247.9
Financial transaction takgs 0.2) .- 0.3) (0.3)

Interest income on segregated client funds 2.0. 24 0.6 3.0

Otﬁer operating income 0.6 0.6 - 0.6

Net operating income 344.2 2371 121 251.2

Operating expenses 4 (188.0) (147.8) (14.1) (161.9)
Operating profit 156.2 89.3 - 89.3

Profit on disposal of operations 24 - - 48 48

Finance income : 8 3.8 3.7 - 37

Finance costs . 9 (5.7) (4.4) . (4.4)

Dividend income - 4.8 - 4.8

Profit before taxation 154.3 93.4 48 98.2

Taxon profit - ’ 10 (28.9) (22.3) (2.1) (24.4)

Prqﬁt for the ﬁnanclal 'year 125.4° 71.1

2.7

73.8

Al of the profit for the financial year relates to continuing operations.
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- Statement of Comprehensive Income
for the year ended 31 May 2019

31 May 2020 31 May 2019
Continuing Discontinued
Total operations * operations Total

£m £m £m £m £m £m £m £m
Profit for the year 1254 714 27 738
Other comprehensive '
income/(expense):
Items that may be subsequently
‘reclassified to the Income Statement:
Changes in the fair value of financial . )
assets held at fair value through other 0.7 0.6 - 0.6
comprehensive income, net of tax
Changes in value of available-for-sale . _ . .
financial assets, net of tax
Other comprehensive income/(expense) 0.7 . " 06 ) 0.6
for the year b .
Total comprehensive Ineome for the 126.1 ’ o7 27 74.4

year
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IG-Markets Limited

' Statement of Financial Position
as at 31 May 2020

31 May 2020 31 May 2019

Note L £m ~ £m
Assets
Non-current assets _ )
Property, plant‘and equipment 11 . 12 . 02
Iﬁvestment in subsidiaries 12 39 3.8
Financial investments o 17 83 189.9
Deferred income tax assets . 10 N 0.2 . .. 0.2
89.1 194.1
- Current assets _
Trade receivables 14 1268.9 - 2592
Other assets A 15 - 221 331
Prépayments 1.7 1.8
Other receivables 16 . 13.7 A 24.0‘
. Cash and cash equivalents ] ' . 309.7 180.4
Financial investments 17 140.5 35.3
S : ' 7 ; 7566 533.8 -
TOTAL ASSETS . 845.7 727.9
Liabilities
Non-ctjrrént liabilities .
Borrowings _ 18 : 99.7 99.6
Lease liabilities ' 25 : 03 . -
Deferred income tax liabilities R [ B 0.3 -
. 100.3 99.6
Current liabilities ' ' I
Trade payables 19 ‘ 63.9 55.8°
Other payables 20 . 250.2 © 209.2
Income tax payable ) 6.7 6.6
, ' ' 320.8 271.6
Total liabilities B 4211 371.2
Equity _
Shére capital 22 13.0 13.0
Other reserves - ) : 23 1.6 0.6
Retained earnings o ] — 410.0 .. 3431
Total equity . . : 424.6 356.7
TOTAL EQUITY AND LIABILITIES A 845.7 727.9

The Financial Statements on pages 12 to 42 were approved by th_é Board of Directors and signed on their behalf by:
C Rozes

Director
23 July 2020
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Statement of Changes in Equity
for the year ended 31 May 2020

Share Other Retained Total
capital reserves eamings equity
) . ' £m £m £m £m
At 1 June 2018 . ' 13.0 0.3 .396.9 410.2
Profit for the financial year - - 738 73.8
Other comprehensive expense for the year - 0.6 - . 0.6
Total comprehensive income for the year - | | 06 | | ‘73.8 . 744
Equity-séﬂled employee share-based payments ’ - 0.1 . - 0.1
Dividends paid A - - (1280) (128.0)
Transfer of share-based payment reserve - (0.4) ' 04 -
Movement in equity _ - : 0.3 (53.8) (53.5)
At 31 May 2019 ‘ - 130 0.6 . 3431 356.7
IFRS16 transitional adjustment ' - - 0.2 0.2
At 1 June 2019 . . 13.0 0.6 343.3‘ 356.9
Profit for the financial year - - 125.4 125.4
Other comprehensive income for the year : - 0.7 - : 0.7
Total comprehensive income for the year -. 0.7 4 125.4 126.1
Equity-settied employee share-based payments N 0.4 - 0.4
. Dividends paid - - QSS.S) . (58.8)
Transfer of share-based payment reserve . - (0.1) 0.1 -
Movement in equity o : - 1.0 66.7 67.7
At 31 May 2020 . 13.0 © 16 410.0 4246
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Notes to the Financial Statements
for the year ended 31 May 2020

1. Authorisation of Financial Statements and statement of compliance with FRS 101

The Financial Statements of the Company for the year ended 31 May 2020 were authorised for issue by the Board of
Directors on 23 July 2020 and the Statement of Financial Position was signed on behalf of the Board by C Rozes. The
Company is incorporated and domiciled in England and Wales with registered company number 4008957 as a private
company limited by shares.

The Company’s Financial Statements have been prepared in accordance with Financial Reporting Standard 101,
‘Reduced Disclosure Framework’ (FRS 101) and the Companies Act 2006 (‘the Act’) as applicable to companies using
FRS 101. The Financial Statements have been prepared under the historical cost convention. The principal accounting
policies adopted by the Company are set out in note 2. The Financial Statements are presented in Sterling.

2. Accounting policies
Critical accounting estimates and judgments

The preparation of Financial Statements requires management to make estimates and judgments that affect the amounts
reported for assets and liabilities, as at the Statement of Financial Position date and the amounts reported for revenues
and expenses during the year. The nature of estimates means that actual outcomes could differ from those estimates.

In the Directors’ opinion, the accounting estimate or judgement that has the most significant |mpact on the presentatlon
or measurement of items recorded in the Financial Statements is Accounting for Cryptocurrencies (judgement). The
Company recognised £22.1 million of cryptocurrency assets and rights to cryptocurrency assets as at 31 May 2020
(FY19: £33.1 million). These assets are held for sale in the ordinary course of business and a judgement has been made
to apply IAS 2 Inventories in accounting for these assets. The assets are presented as ‘Other assets’ on the statement
of financial position. The accounting treatment of cryptocurrency assets is considered to be a critical accounting
judgement.

Basis of preparation

FRS 101 sets out a reduced disclosure framework for a ‘qualifying entity’ as defined in FRS 100 ‘Application of Financial
Reporting Requirements’ issued by the Financial Reporting Council, which addresses the financial reporting requirements
and disclosure exemptions in the individual Financial Statements of qualifying entities that otherwise apply the recognition,
measurement and disclosure requirements of EU-adopted International Financial Reporting Standards (IFRS’ ) The
Company meets the definition of a qualifying entity under FRS 100.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that standard.
The following disclosure exemptions have been adopted: '

cash flow statements;

share-based payments;

key management compensation;

related party transactions between wholly-owned group companies and
the expected impact of future accounting standards not yet effective.

Where relevant, equivalent disclosures have been given in the Group Annual Report.

The accounting policies and interpretations adopted in the preparation of the Financial Statements are consistent with
those followed in the preparation of the Company’s Financial Statements for the year ended 31 May 2019, except for the
change related to IFRS16 Leases as described below.

New accounting standard and interpretations - standards and amendments adopted during the year
IFRS 16 — Leases

IFRS 16 is effective for periods beginning on or after 1 January 2019. IFRS 16 reflects a major change in the way that
operating leases are accounted for by the Company. Previously the annual lease expense was recognised in the Income
Statement, with future minimum rentals payments disclosed in the notes, whereas IFRS 16 requires all leased assets,
except for short-term or low value leases, to be recognised as an asset on the Statement of Financial Position, with a
corresponding lease liability. This has the effect of grossing up the Statement of Financial Position. The depreciation of
the asset is recognised in the Income Statement, along with a corresponding finance cost.

Where the Company is the lessee, it now recognises a right-of-use (RoU) asset and a related lease liability from the date
at which the RoU asset has been obtained. The lease liability is measured as. the net present value of future lease
payments, which are discounted at the Company s estimated incremental secured borrowing rate. For low value or short-
term leases, payments are recognised as lease payments on a straight-line basis over the lease term. These are
recognised as premises costs in operating expenses.

Transition considerations

The Company adopted IFRS 16 as of 1 June 2019 using the modified retrospective approach and as permitted by the
standard, the Company has not restated comparatives. Prior to adoption, the future minimum rentals payable for operating
leases, all of which relate to office accommodation in various locations, totalled £0.3 million at 31 May 2019 (31 May 2018:
£0.7 million). As at 1 June 2019, the Company recognised a RoU asset of £1.5 million, a lease liability of £1.3 million and
an adjustment to retained earnings of £0.2 million.
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Notes to the Financial Statements
for the year ended 31 May 2020
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Lease related depreciation of £0.5 million and an interest expense of £nil million has been recognised in the Income
Statement for the year ended 31 May 2020. Under IAS 17, Leases, the corresponding operating lease expense recognised
in operating expenses would have been £0.5 million.

The lease liability is measured at the present value of future lease payments, discounted using the Company’s estimated
incremental secured borrowing rate. The lease liability recognised on 1 June 2019 can be reconciled to operating lease
- commitments disclosed in note 25 as follows:

31 May 2019
£m
Operating lease commitments disclosed as at 31 May 2018 . 03
Discounted lease commitment using the incremental secured borrowing rate _ 13
" Less: short term leases not recognised as a liability -
Less: leases effective on 1st of June not being part of transition balance -
Lease liability recognised as at 1 June 2019 . 1.3
Of which are:
Current lease liabilities ) 0.5
Non-current lease liabilities 0.8
1.3

The RoU asset is initially measured at cost, comprising the initial measurement of lease liability, adjusted for lease
payments made at or before commencement date, restoration costs, and lease incentives. The RoU can be reconciled to
the lease liability as follows:

£m
Lease liability recognised as at 1 June 2019 13
Restoration costs ' -
Less: lease incentives . -
Add: prepaid expenses 0.2
RoU asset recognised as at 1 June 2019 ' 1.5

The adjustment of £0.2m relating to restoration costs resulted in a £0.2m adjusiment to retained earnings.
. In applying IFRS 16 for the first time, the Company has used the following practical expedients as at 1 June 2019:
. applying the use of hindsight in determining the lease term where the contract contains an option to extend,
e accounting for operating leases with a remaining lease term of less than 12 months as short-term leases
The Compahy did not need to make any adjustments to lessor accounting as a résult of the adoption of IFRS 16.
Going concem

The Directors have prepared the Financial Statements on a going concern basis which requires the Directors to have a
reasonable expectation that the Company has adequate resources to continue in operational existence for the foreseeable
future. s ’

Parent company and Group Financial Statements

The parent company throughout the year was Market Data Limited which is a wholly owned subsidiary of IG Group Limited.
The ultimate parent company is IG Group Holdings plc.

The Financial Statements of IG Group Holdings pic and its subsidiary companies, which include the results of the
Company, may be obtained from Cannon Bridge House, 25 Dowgate Hill, London EC4R 2YA.

Foreign currencies

The Company's functional currency is Pound Sterling. Transactions in other currencies are initially recorded in the
functional currency by applying spot exchange rates prevailing on the date of the transactions. Monetary assets and
liabilities denominated in foreign currencies are revalued at the Company'’s functional currency rate of exchange prevailing
at the Statement of Financial Position date. Gains and losses arising on revaluation are taken to the Income Statement.
Non-monetary assets and liabilities carried at fair value and denominated in foreign currencies are translated at the rates
prevailing at the date when the fair value was determined.
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Revenue recognition
Trading revenue includes revenue arising from each of the Company's three revenue generation models;: OTC Leveraged
Derivatives, Share Dealing, and Investments.

OTC Leveraged Derivatives
Revenue from the OTC Leveraged Derivatives business represents:

i) amounts paid by clients for spread, commission and funding charges in respect of the opening, holding and
closing of contracts for difference together with gains and losses for the Company arising on client trading
activity; less

i) fees paid by the Company in spread, commissions and funding charges arising in respect of hedgmg the risk
associated with the client trading activity and the Company's currency exposures, together with gains and
losses incurred by the Company arising on. hedging activity; less )

iii) amounts paid to other group companies under revenue share agreements.

Open client and hedging positions are fair valued daily and gains and losses arising on this valuation reoognised in
revenue. The policies and methodologies associated with the determination of fair value are disclosed in note 27,
Financial Instruments. .

Share Dealing

Revenue from Share Dealing represents fees and commission earned from the share dealing service after deducting
contracting and trade settlement fees payable to third party brokers. Revenue i is recogmsed in full on the date of trade
being placed or the fee being charged.

Investments

Revenue from Investments represents management fees, which are eamed as a percentage of assets under
management. These are recognised over the period in which the service is provided.

Revenue is recognised when it is probable that economic benefits associated with the transaction will flow to the Company
and the revenue can be reliably measured. Revenue is shown net of sales taxes. ’

Trading revenue is reported before introducing partner commission and financia! transaction taxes, which are disclosed
" as an expense in arriving at net operating income. .

Net trading revenue, disclosed on the face of the Income Statement and in the Notes to the Financial Statements,
represents trading revenue after adjusting for introducing partner commission, as this is consistent with the management
information received by the Chief Operating Decision Maker.

Income eamed from clients for market data, such as chart fees, and income earned from charging clients-for funding using
debit and credit cards, are netted within operating costs as the amounts involved are not considered material.

Finance income anﬂ costs on segregated client funds

Interest income and expense on segregated client funds is accrued on a time basis, by reference to the principal amount
outstanding and at the applicable interest rate.

Interest income and interest expense on segregated client funds are disclosed within operating profit, as this is consistent
with the nature of the Company'’s operations.

Dividends

Dividend distribution to the Company’s shareholder are recognised as a liability in the Company s Financial Statements in
the period in which the dividends are approved by the Company's Directors.

Dividend income is recognised when the shareholder’s right to receive the payment is established.
Employee Benefits
(a) Pension obligations

The Company operates defined contribution schemes. Contributions are charged to the Income Statement when they
become payable according to the rules of the schemes. Once the contributions have been paid, the Company has no legal
or constructive obligations to pay further contributions.

(b) Bonus schemes

The Company recognises an accrual and an expense for bonuses based on formulae that takes into consideration specific
financial and non-financial measures.
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(c) Termination benefits

Termination benefits are payable when an employment contract is terminated by the Company. The Company recognises
termination benefits when the Company can no longer withdraw the offer of those benefits.

Leases

Prior:to 1 June 2019, leases were classified as operating leases where the lessor retains substantially all the risks and
benefits of ownership of the asset. Lease payments under an operating lease are recognised as an expense on a straight-
line basis over the lease term unless another systematic basis is more representative of the time pattern of the user's
benefit. :

From 1 June 2019, the Company’s leases are recognised as a nght-of-use asset with a corresponding lease liability from
the date at which the asset is available for use.

Leasing arrangements can contain both lease and non-lease components, The Company has elected to separate out the
non-lease component and to account for these separately. from the right-of-use asset.

The lease liability is initially measured as the net present value of the following payments;

fixed payments less any lease incentives;

varniable lease payments dependent on an index or rate initially measured as at the commencement date;
.amounts payable by the group under residual guarantees; and

payments of penalties for terminating the lease.

Lease payments are discounted at the Company’s estimated incremental secured borrowmg rate. This
represents the cost to borrow funds to obtain a similar valued right-of-use asset in a similar economic
environment with similar terms and conditions.

e o e o e

Right-of-use assets are measured at cost comprising of:

lease liability at initial recognition;

any lease payments made at or before the commencement date less any lease incentives received,
any initial direct costs; and

restoration costs.

Right-of-use assets are depreciated over the duration of the lease term.

Lease payments for low value assets or with a period of 12 months or less are recognised on a straight-line basis as an
expense. .

Taxation .
The income tax expense represents the sum of tax currently payable and movements in deferred tax.

.The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the
income statement because it excludes items of income or expense that are taxable or deductible in other years and items
that are never taxable or deductible. The Company'’s liability for current tax is calculated using tax rates in the respective
jurisdictions that have been enacted or substantively enacted by the Statement of Financial Position date.

Deferred tax is accounted for on all temporary differences between the carrying amount of assets and liabiities in the
Financial Statements and the corresponding tax bases used in the computation of taxable profit. In principle, deferred tax
liabilities are recognised for all temporary differences and deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available, against which deductible temporary differences may be utilised.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and
associates, except where the Company is able to control the reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each Statement of Financial Position date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.

Deferred tax assets and liabilities are measured on an undiscounted basis at the tax rates that are expected to apply when
the related asset is realised or liability is settled, based on tax rates and laws enacted or substantively enacted at the
statement of financial position date. Deferred tax is charged or credited in the income statement, except when it relates to
items credited or charged directly to equity or Other Comprehensive Income, in which case the deferred tax is also dealt
with in equity or Other Comprehensive Income.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation authority and
the Company intends to settle its current tax assets and liabilities on a net basis. .

" Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses. Cost
comprises the aggregate amount paid, and the fair value of any other consideration given to acquire the asset and includes
costs directly attributable to making the asset capable of operating as intended.
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Depreciation is provided on all property, plant and equipment at rates calculated to write off the cost, less estimated
residual value based upon estimated useful lives. Estimated residual value and useful lives are reviewed annually and
residual values are based on prices prevailing at the statement of financial position date. Dépreciation is charged on a
straight-line basis over the expected useful lives as follows:

. Leasehold improvements ' - over the lease term of up to 15 years
. Office equipment, fixtures and fittings - over 5 years

. Computer and other equipment - aver2,3or5years

. Right of use asset - over the lease term

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable, and are written down immediately to their recoverable
amount.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected
to arise from the continued use of the asset. The gain or loss arising on derecognition is determined as the difference
between the sale proceeds and the carrying amount of the asset and is immediately recognised in the Income Statement.

Impairment of non-financial assets

When impairment testing is required, the Directors review the carrying amounts of the Company's property, plant and
equipment to determine whether there is any indication of impairmment. If any such indication exists, the recoverable
amount of the asset is estimated to determine the extent of the impairment loss (if any).

The recoverable amount is the higher of fair value less selling costs and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present values using a pre-tax discount rate. This rate reflects current
- market assessments of the time value of money as well as the risks specific to the asset for which the estimates of future

" cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its camrying amount, the carrying amount of the asset is
reduced to its recoverable amount. Impairment losses are recognised as an expense immediately.

An assessment is made at each Statement of Financial Position date as to whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable

" amount is estimated and previously recognised impairment losses are reversed only if there has been a change in the
estimates used to determine the asset's recoverable amount since the last impairment loss was recognised. If that is the
case the carmrying amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the
carrying amount that would have been determined, had no impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income immediately.

Investments in subsidiaries

Investments in subsidiaries are stated at cost less accumulated impairment losses.
Financial instruments

Financial instruments - Classification, recognition and measurement

The Company determines the classification of its financial instruments at initial recognition in accordance with the
categories outlined below and re-evaluates this designation at each year-end. When financial instruments are recognised
initially, they are measured at fair value, being the transaction price plus, in the case of financial assets and financial
liabilities not at fair value through profit or loss, directly attributable transaction costs. Financial instruments are dlsclosed
in note 27 of the Financial Statements.

(a) Financial assets measured at fair value through profit or loss

Financial assets measured at fair value through profit and loss are financial assets that are not classified and measured
at amortised cost or as fair value through other comprehensive income. The financial assets included in this classification
are the financial derivative open positions included in trade receivables (due from brokers) as shown in the Statement of
Financial Position and related notes. The Company uses derivative financial instruments, in order to hedge derivative
exposures arising from open client positions, which are also classified as fair value through profit and loss.

All financial instruments at fair value through: profit or loss are carried in the Statement of Financial Position at fair value
with gains or losses recognised in trading revenue in the Income Statement.

{b) Financial assets measured at amortised cost -

. Financial assets measured at amortised cost are non-derivative financial assets which are held to collect the contractual
cash flows. The contractual terms of the financial assets give rise to payments on specified dates that are solely payments
of principal and interest on the principal amount outstanding. They are included in current assets, except for maturities
greater than 12 months after the end of the reporting period, which are classifi ed as non-current assets. The Company's
financial assets measured at amortised cost comprise ‘trade receivables’, ‘other receivables’ and ‘cash and cash
equivalents’.

20



IG Markets Limited

L - —

Notes to the Financial Statements
for the year ended 31 May 2020

(c) Financial assets measured as fair value through other comprehensive income

Financial assets measured as fair value through other comprehensive income are assets that are held to collect the
contractual cash flows or to be sold. The contractual terms of these assets give rise to payments on specified dates that
are solely payments of principal and interest on the principal amount outstanding. They are included in non-current assets
unless the investment matures or management intend to dispose of them within 12 months of the end of the reporting
period. The Company'’s fair value through other comprehensive income financial assets are ‘financial investments’.

{d) Financial liabilities

The Company’s: financial liabilities include trade payables, other payables, lease liabilities, and borrowings. These are
measured subsequently at amortised cost using the effective interest method. The interest expense is calculated each
reporting period by applying the effective interest rate, and the resulting charge is reflected in finance costs on the Income
Statement.

(e) Determination of fair value

Financial instruments arising from open client positions and the Company’s hedging positions are stated at fair value and
disclosed according to the valuation hierarchy required by IFRS 13. Fair values are predominantly determined by
reference to third party market values (bid prices for long positions and offer prices for short positions) as detailed below:

. Level 1: Valued using unadjusted quoted prices in active markets for identical financial instruments.

+  Level 2: Valued using techniques where a price is derived based significantly on observable market data. For
example, where an active market for an identical financial instrument to the product offered by the Company to
its clients or used by the Company to hedge its market rigsk does not exist.

. Level 3: Valued using techniques that incorporate information other than observable market data that is
significant to the overall valuation.

Financial instruments - Impairment of financial assets

The impairment charge in the income Statement includes the change in expected credit losses. Expected credit losses
are recognised for trade receivables (excluding amounts due from brokers held at fair value through profit and loss), cash
and cash equivalents, other receivables and financial investments. Expected credit losses are calculated as the difference
between the contractual cash flows that are due to the Company and the cash flows that the Company expects to receive
given the probability of default and loss given default, discounted at the original effective interest rate.

At initial recognition of financial assets, an allowance is made for expected credit losses resulting from default events that
are possible within the next 12 months. In the event of a significant increase in credit risk, an allowance is made for
expected credit losses resulting from possible default events over the expected life of the financial asset. Financial assets -
where 12-month expected credit losses are recognised are considered to be Stage 1; financial assets which are considered
to have experienced a significant increase in credit risk since initial recognition are considered to be Stage 2; and financial
assets which have defaulted or are otherwise considered to be credit impaired are allocated to Stage 3.

An assessmient of whether credit risk has increased significantly considers changes in credit rating associated with the
asset, whether contractual payments are more than 30 days past due and other reasonable information demonstrating
otherwise. In accordance with the Group’s internal credit risk management definition to which the Company adheres,
financial instruments have a low credit risk when it has an external credit rating of ‘investment grade’ or if no extemal credit
rating is available.

Assets are transferred to stage 3 when an event of default, as defined in the Group’s credit risk management policy to
which the Company adheres, occurs or where the assets are credit impaired. The Company determines that a default
occurs when a payment is 90 days past due for all assets except for receivables from clients where it uses 180 days. This
is aligned with the Group’s risk management practices.

All changes in expected credit losses subsequent to the assets’ initial recognition are recognised as an impairment loss
or gain. Financial assets are written off, either partially or in full, against the related allowance when the Company has no
reasonable expectations of recovery of the asset. Subsequent recoveries of amounts previously written off decrease the
amount of impairment losses recorded in the Income Statement.

Financial instruments - Derecognition of financial assets and liabilities

A financial asset or liability is generally derecognised when the contract that gives rise to it is seftled, sold, canceiled or
expired.

(a) Financial assets

A financial asset is derecognised where the rights to receive cash flows from the asset have expired; the Company retains
the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without material delay to
a third party under a ‘pass-through’ arrangement; or the Company has transferred its rights to receive cash flows from the
asset and either (a) has transferred substantiaily all the risks and rewards of the asset, or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the asset. Where the Company
has transferred its rights to receive cash flows from an asset and has neither transferred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of the Company's
continuing involvement in the asset. Continuing involvement that takes the form of a guarantee over the transferred asset
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.is measured at the lower of the original carrying amount of the asset and the maximum amount of constderatlon that the
Company could be required. to repay. ¢

{b) Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. Where an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modifitation is treated as a derecognition of the original
liability and the recognition of a new liability, such that the difference in the respective carrylng amounts together wnth any
costs or fees incurred are recognised in profit or loss.

(c) Offsetting financial instruments

Assets or liabilities resulting from profit or losses on open positions are catried at fair value. Amounts due from or to clients
and brokers are offset and the net amount reported in the balance sheet when there is a legally enforceable right to offset
the recognised amounts, and there is an intention to settle on a net basis or realise the asset and settle the liability
simultaneously. The legally enforceable right must not be contingent on future events and must be enforceable in the
normal course of business and in the event of default, insolvency or bankruptcy of the Company or the counterparty.

Trade payables and receivables

Trade receivables represent balances with counterparties and clients where the combination of cash held on account and
the valuation of financial derivative open positions result in an amount due to the Company.

Trade payables represent balances with counterparties and clients where the combination of cash held on account and
- the valuation of financial derivative open positions results in an amount payable by the Company.

Trade receivables do not contain a significant financing element and so the Company has applied the simplified approach.
The expected lifetime credit loss is recognised at initial recognition of the financial asset, with the loss allowance calculated
by reference to an aging debt profile. Trade receivables are written off when there is objective evidence of non-collectability
or when an event of default occurs.

Other assets

Other assets represent rights to cryptocurrency and cryptocurrency owned and controlled by the Company. The Company
offers various cryptocurrency-refated products that can be traded on its platform. The Company purchases and sells
cryptocurrency assets as part of its hedging.

At present there is a lack of guidance available on how cryptocurrency assets should be accounted for and subsequently
disclosed in accordance with FRS 101. The Company holds cryptocurrency assets for trading in the ordinary course of its
business, effectively acting as a commodity broker-dealer in respect of the underlying cryptocurrency asset (because the
salient features of these assets are, in economic terms, consistent with certain commodities) under I1AS 2.3(b).

The assets are measured at fair value less costs to sell, with changes in valuation being recorded in the Income Statement
in the period in which they arise. Cryptocurrency assets are not financial instruments and they are categorised as non-
financiaf assets. .

Other receivables

Other receivables are financial assets which give rise to payments on specified dates that are solely payments of principal
and interest on the principal amount outstanding. They are assets that have not been designated as fair value through
profit or loss. Such assets are carried at amortised cost using the effectlve interest method if the time value of money is
significant.

Other receivables do not contain a significant financing element and so the Company has applied the simplified approach,
except for amounts due from group companies. The expected lifetime credit loss is recognised at initial recognition of the
financial asset, with the loss allowance calculated by reference to an aging debt profile. Other receivables are written off
when there is objective evidence of non-collectability or when an event of default occurs.

Prepayments -

Prepayments are assets with fi xed or determinable payments made in advance for services or goods. They do not qualify
as trading or financial assets and are amortised over the period in which the economic benefit is expected to be consumed.

Cash and cash equivalents

Cash and cash equivalents eomprises cash on hand and demand deposits which may be accessed without penalty. Cash
equivalents comprise short-term highly. liquid investments that are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value.

The majority of the Company's cash balances are held with investment grade banks. The Company considers the risk of
default, and how adverse changes in economic and business conditions might impact the ability of the banks to meet their
obligations. The Company assesses the expected credit losses on cash and cash equivalents on a forward-looking basis
and if there has been a significant increase in credit risk since initial recognition.

The Company holds money on behalf of clients in accordance with the client money rules of the UK Financial Conduct
Authority (FCA) and other regulatory bodies. Such monies are classified as either ‘cash and cash equivalents’ (where Title
Transfer Collateral Arrangements are in place) or ‘segregated client funds’ in accordance with the relevant regulatory
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requirements. Segregated client funds comprise individual client funds held in segregated client money accounts.
Segregated client money accounts restrict the Company's ability to control the monies and accordingly such amounts are
not held on the Statement of Financial Position.

The Company holds client assets on behalf of clients in accordance with the client asset rules of the of the UK Financial
Conduct Authority (FCA) and other regulatory bodies. Such assets are classified as ‘segregated client assets’ in
accordance with the relevant regulatory requirements. Segregated client assets comprise individual client assets held in
segregated custody accounts. Segregated custody accounts restrict the Company’s ability to control the assets and
accordingly such amounts are not held on the Statement of Financial Position.

The amount of segregated client funds held at year-end was £771.6 million (31 May 2019: £612.3 million‘} and the amount
of segregated client assets was £1,509.8 million (31 May 2019: £1,096.8 million). These amounts are held off-balance
-sheet. The retumn received on managing segregated client funds is included within net operating income.

Title transfer funds are held by the Company under a Title Transfer Collateral Arrangement (TTCA) by which a client
agrees that full ownership of such monies is unconditionally transferred to the Company. Title transfers funds are

" accordingly held on the Company’s Statement of Financial Position with a corresponding liability to clients within trade
payables.

Financial investments

Financial investments are held as fair value through other comprehensive income and are non-derivative financial assets.
Financial investments are recognised on a trade date basis. They are initially recognised at fair value plus directly related
transactions costs. They are subsequently carried at fair value. Fair value is the quoted market price of the specific
investments held. .

Unrealised gains or losses, other than loss allowances for expected credit losses for investments measured at fair value
through other comprehensive income (FVOCI), are reported in equity (in the fair value through other comprehensive
income reserve) and in other comprehensive income, until such investments are sold, collected or otherwise disposed of.

On disposal of an investment, the accumulated unrealised gain or loss included in equity is recycled to the Income
Statement for the period and reported in other income. Gains and losses on disposal are determined using the fair value
of the investment at the date of derecognition.

Interest on financial investments is included in finance income using the effective interest rate method. The effective
interest rate is either the rate that exactly discounts estimated future cash payments or receipts through the expected life
of the financial instrument, or, when appropriate, a shorter period to the net carrying amount of the financial asset. When
calculating the effective interest rate, the Company estimates cash flows considering all contractual terms of the financial
instrument (for example, prepayment, call and similar options) but shall not consider expected credit losses unless the
asset is credit impaired. The calculation includes all fees and points paid or received between parties to the contract that
are an integral part of the effective interest rate (see IFRS 15 Revenue from Contracts with Customers), transaction costs,
and all other premiums or discounts.

When an investment measured at FVOCI is derecognised, the cumulative gain or loss previously recognised in other
comprehensive income is reclassified from equity to Income Statement as a reclassification adjustment. )

Other payables

Non-trading financial liabilities are recognised initially at fair value and carried at amortlsed cost using the effective lnterest
rate method if the time value of money is significant.

‘Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events; it
is probable that an outflow of resources will be required to settle the obligation and the amount can be refiably estimated.

Borrowings

Borrowings are recognised initially at their issue proceeds less transaction costs incurred. Subsequently, taking into
consideration the term of the borrowings, an'assessment is made whether to state at amortised cost, with any difference
between net proceeds and the redemption value being recognised in the Income Statement over the period of the
borrowings using the effective interest rate method.

All other borrowing costs are expensed as they are incurred.
Share Capital
(a) Classification of shares

Equity instruments issued by the Company are recorded as the proceeds received, net of direct issue costs. Equity
instruments are classified according to the substance of the contractual arrangements entered into. An equity instrument
is any contract that evidences a residual interest in the assets of the Company after deducting all of its liabilities.
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(b) Share-based payments

The ultimate parent company, |IG Group Holdings plc operates three employee share plar;s: a Share Incentive Plan, a
Sustained Performance Plan and a-Long Term Incentive Plan. Some employees of the Company are participants in these
schemes.

For market-based vesting conditions, the cost of these awards is measured at fair value calculated using option pricing
models (refer to the share based payment note in the Group Annual Report for additional detail of the models and
assumptions used for the various award schemes) and are recognised as an expense in the income statement on a
straight-line basis over the vestmg period, based on the Company’s estimate of the number of shares that will eventually
vest.

For non-market based vesting conditions, at each statement of financial position date before vesting, the cumulative

expense is calculated representing the extent to which the vesting period has expired and management's best estimate

of the achievement or otherwise of non-market conditions determining the number of equity instruments that will ultimately

vest. The movement in cumulative expense since the previous statement of financial position date is recognised in the
_income statement as part of operating expenses, with a comesponding credit to equnty

The grant by IG Group Holdings plc of options over its equity instruments to employees of the Company lé treated as an
expense for the Company, as discussed above and with a corresponding credlt to equity. Upon vesting, the share-based
payments reserve in equity is transferred to retained eammgs

Discontinued operations

A discontinued operation is a component of the Company that has been disposed of and that represents a separate line
of business or geographical area of operations; is part of a single co-ordinated plan to dispose of such a line of business
or geographical area of operations; or is a subsidiary acquired exclusively with a view to resale. The resuilts of discontinued
operations are presented separately in the Income Statement.

Where a discontinued operation has been disposed of for consideration greater than the value of the net assets and
liabilities disposed of at the statement of financial position date, the Company recognises the excess consideration in the
Income Statement. The excess consideration is recognised when it is probable the economic benefits associated with the
transaction will flow to the Company.

3. Net trading revenue
An analysis of the Company's trading revenue is as follows: .
Year ended Year ended
31 May 2020 31 May 2019
£m £m
OTC leveraged derivatives - , 328.2 2420
Share Dealing and Investments -13.6 . 5.9
341.8 247.9

The income from OTC leveraged derivatives and share dealmg derives from the UK and APAC, whilst the income from
investments derives wholly from the UK.
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4. Operating expenses

Expenses are either tncurred directly by the Company or by other group companies on the Company's behalf. Where costs
are incurred on its behalf, these costs are recharged to the Company on a line by line basis and are presented within each
of the cost categories below.

' Year ended Year ended

. 31 May 2020 31 May 2019

. : V£m £m

Employee related expenses (note 7) ] 51.0 45.0
Advertising and marketing ' . © 154 : 222
Premises »relatedoosts . 24 4.8
IT, Market Data and Communications 14.2 ‘ 127
Lega| and professional costs ) 36 34
Regulatory fees 4.1 2.2
Royalty expense ‘ 78.6 57.2
Credit loss allowance 04 o 1.0
Depreciation 0.6 A 0.1
Other costs , ' 17.7 13.3
' 188.0 . 161.9

included in deprecnatlon are lease rentals for office space of £0.5 million (FY19: £1 9 million which was |ncluded in
premises-related costs) .

5. Auditors’ remuneration

Audit fees in relation to the statutory audrt of the Financial Statements of the Company amounted to £76,000 (FY19
£39,161).

. Audit related fees in relation to services supplied pursuant to Ieglslatlon amounted to £168,672 (FY19: £176,030). Audit
related fees include services that are specifically required of the Company's auditors through legislative requirements,
controls assurance engagements required by the regulatory authontles in whose Junsdlctlon the Company operates and
other audit related assurance services.

Non-audit fees for services related primarily to taxation amounted to £nil (FY19 £205,000). These services related to the
licensing of software used for the production of client share dealing statements.

6. Directors’ remuneration

Directors are remunerated for their services to the Group. The Directors’ remuneratron for their services to the Company
for the year was £nil (FY19: £nil). .

Their remuneration is disclosed in the Directors’ Remuneration section of the Group Annual Report.

7. Staff costs

Staff costs relate to employees who are dlrectly employed by the Company and to employees employed by another Group
company, where the cost is recharged to the Company The average monthly number, of employees directly employed by
the Company was 120 (FY19: 174).
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An analysis of the staff costs before and after these recharges are below:

Year ended Year ended
31 May 2020 31 May 2019
£m £m
' Wages, salaries and benefit allowances l A - 32 . A
Equity-settled share-based paymem awards and related social security ‘0.4 : ’ 01
costs
Performance related bonus and related social security costs A 0.1 . 1.1
- Total staff costs for employees of the Company : ' 3.7 8.3
Costs recharged to the Company from other group companies for - 47' 3 . 367
services provided to the Company i K
Amount recognised in the Company’s income statement 51.0 . 45.0
The staff costs for the year were-as follows:
) Year ended Year ended
’ i 31 May 2020 31 May 2019
. ' £m £m
Wages and salaries, performance related bonus and equity- settled ) _ 434 37.9
share-based payment awards : :
Social secunly costs ' o 5.6 : 5:1
Other pension costs ) : 2.0 20
51.0 45.0

The Company does not operate any defined benefit pension schemes. Other pension costs includes employee nommated
_ payments to defined contribution schemes and company contributions.

8. Finance income
Year ended . Year ended
31 May 2020 31 May 2019
£m - Em
Bank interest receivable i - 141 ‘ 1.6
Interest receivable on cash held at brokers < 11 1.0
Interest accretion on financial investments ' 1.6 ' ) 1.1
38 37
9.  Finance costs
Year ended " Year ended
31 May 2020 31 May 2019
£m - fm
Revolving credit facility interest and fees 0.9 ‘ 0.5
Term loan interest and fees ’ ' : ' : 2.8 ’ ' 2.7
: Interest payable to brokers , _ 1.1 0.8
Interest paid to other group companies . 0.9 . 04
' 5.7 Y
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Tax on profit
Tax charged/(credited) in the income statement:
Year ended Year ended
31 May 2020 31 May 2019
Current income tax: £m £m
UK Corporation tax 286 16.3
Non-UK Corporation tax 02 1.6
Adjustments in respect of prior years _ 7.3
Total current income tax 28.8 24.2
Deferred income tax:
Origination and reversal of temporary differences 0.1) (0.1)
Adjustments in respect of prior years 0.2 0.3
Total dé_ferred income tax 0.1 . 0.2
Tax expense in the income statement 28.9 24.4
Tax not charged to the income statement:
0.2 -

Tax recognised in other comprehensive income

Reconciliation of the total fax charge -

The standard rate of cdrboration tax >in the UK for the year ended 31 May 2020 was 19.0% (year ended 31 May 201 9.
19.0%). Taxation outside the UK is calculated at the rates prevailing in the relevant jurisdictions. The tax expense in the
income statement for the year can be reconciled as set out below:

Profit before taxation

Profit before taxation multiplied by the UK standard rate of corporation

tax of 19.0% (year ended 31 May 2019: 19.0%)

Expenses not deductible for tax purposes
Non-taxable dividend income
Adjustments in respeét of prior years
Higher taxes on overseas earnings

Grbup relief for which no payment is made

Total tax expense reported in the income statement
The effective tax rate is 18.7% (year ended 31 May 2019:

Year ended Year ended
31 May 2020 31 May 2019
£m £m

154.3 98.2

293 18.7

0.8 1.1

- (1.0)

0.2 7.6

- 0.1

(1.4) 2.1)

28.9 24.4

24.9%).
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Deferred income tax assets

The deferred income tax assets included in the statement of financial position are as follows:

Year ended Year ended

31 May 2020 . 31 May 2019

) v £m £m

Other temporary differences ' 0.2 . . 0.2
' 02 . 0.2

The movement in the deferred ihoorhe tax assets included in the statement of financial position is as follows:

* Year ended Year ended
31 May 2020 31 May 2019
£m £m
At the béginning of the year . 0.2 05
- Income statement credit/(charge) : (0.1) (0.2)
- Reclassification from deferred tax asset to deferred tax liability 0.1 -
- Tax charged directly to equity _ : - (0.1)
At the end of the year ‘ ‘ . .02 . 02

Deferred income tax liabilities

The deferred income tax liabilities included in the statement of financial position are as follows:

Year ended Year ended

31 May 2020 31 May 2019

£m - £m

Other temporary differences = : : ' .03 -
0.3 -

The movement in the deferred income tax assets included in the statement of financial position is as follows:

‘Year ended Year ended

31 May 2020 31 May 2019

£m £m

At the beginning of the year ' ‘ oo- -
- Reclassification from deferred tax asset to deferred tax liability ' (0.1) . o -

- Tax charged to other. comprehensive income ) ) (0.2) o -

- At the end of the year : ' (0.3) -

Factors affecting the tax charge in future years

Factors that may affect the Company's future tax charge include the geographic location of the Company's earnings, the

. tax rates in those locations, changes in-tax legislation and the resolution of open tax issues. The Company’s future tax

charge may also be impacted by changes in the Company’s business activities, client composition and regulatory status,
*which would impact the Company’s exemption from the UK Bank Corporation Tax Surcharge.

The calculation of the Company's total tax charge involves a degree of estimation and judgement with respect to the
recognition of deferred tax assets, which are dependent on the Company's estimation of future profitable income and of
certain items whose tax treatment cannot be finally determined until resolution has been reached with the relevant tax
authority. .
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Taxation on discontinued operations
The total tax ekpense reported in the income statement is attributable to:

Year ended Year ended
31 May 2020 31 May 2019
£m £m
Profit from continuing operations ' 28.9 - 223
Profit from discontinued operations : - ‘ 2.1
‘ 28j9 . 244
11. Propeﬁy, plant and equipment C
) Office
equipment, _ Computer,
Leasehold fixtures and and other Right of use
improvemgnts fittings equipment asset Total
£m ‘ £m £m . Em £m
Cost: . ‘ i
At 31Jun 2018 ' 0.9 0.4 1.0 - 23
Additions _ ) B . - ‘ N
Disposals / write offs (0.8) (0.3) (0.5) - (1.6)
Impact of rnovemeni of foreign exchange rates . (0.1) - (0.1) - (0.2)
At 31 May 2019 L - 0.1 04. - 0.5 .
IFRS 16 transitional adjustment - - : - 1.5 1.5
At 1June 2019 - 0.1 04 15 20
Additions ' - . 01 - 0.1
At 31 May 2020 . v - 0.1 - 05 1.5 21
Accumulated depreciation: )
At1Jun 2018 _ . 0.9 03 07 - 19
Provided during the year - - 0:1 - 0.1
Amounts derecognised upon disposal (0.8) (0.3) (0.4) - (1.5)
Impact of movement of foreign exchange rates 0.1) - (0.1) - (0.2)
At 31 May 2019 ' - oL 0.3 - 0.3
Provided during the year . - _ 0.1 0.5 0.6
At 31 May 2020 : - - 04 05 09 -
Net book value - 31 May 2020 - 01 0:1 S 10 1.2
Net book value - 31 May 2019 . i - 0.1 0.1 - 0.2
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12. Investment in subsidiaries
At cost less accumulated impairment losses: -31May 2020 31 May 2019
. £m . £m
At beginning and end of the year 3.9 3.9
The following companies are all owned directly or indirectly by IG Markets Limited:
o ) Proportion of
Registered office and country voting rights
Name of company of incorporation Holding held Nature of business
Subsidiary undertakings held directly:
IG Nominees Limited Cannon Bridge House,  Ordinary shares 100% Nominee company .

IG Finance 9 Limited . ECA4R 2YA, United Kingdom  Ordinary shares 100% Financing

25 Dowgate Hill, London

Subsidiary undertakings held indirectly:
IG Asia Pte Limited

9 Battery Road, 01-02 MYP

Centre, 049910 Singapore Ordinary shares 100%

13.

14.

1G Nominees Limited (04371444) is exempt from the requirement to prepare individual accounts by virtue of s394A of the
Companies Act 2006 relating to the individual accounts of dormant subsidiaries. |G Finance 9 Limited (07306407) is not
subject to an audit by virtue of s479A of the Companies Act 2006 relating to subsidiary companies.

Employee share plans

The ultimate parent company operates a Long-Term Incentive Plan (LTIP) whlch is equity-settled. The disclosures below
relate to employees employed directly by the Company.

Long Term Incentive Plan {LTIP)

Awards under the LTIP are nominal cost options, which vest after three years, conditional upon continued employment at
the vesting date. For each award made on 1 August 2017 and earlier a minimum performance target has to be achieved
before any-options vest and the options vest fully if the maximum performance target is achieved. For awards made from
August 2018, there are no performance targets.

The exercise price of all outstanding 6ptions awarded under the LTIP at 31 May 2020 is 0.005p and the weighted average
remaining contractual life is 1.62 years.

Trade receivables

31 May 2020 31 May 2019

£m £m

Amounts due from brokers 243.7 2416
Own funds in client money ’ 231 ) 17.0
Amounts due from clients 21 } 0.6

268.9 259.2

Amounts due from brokers represent balances with brokers where the combination of cash held on account and the
valuation of financial derivative open positions results in an amount due to the Company. In addition to Amounts due from
brokers the Company held UK Government Securities held as collateral at brokers which are classified as financial
investments in the Company's Statement of Financial Position.

Own funds in client money répresents the Company’'s own cash held in segregated client funds, in accordance with the
UK’s Financial Conduct Authority (FCA) ‘CASS’ rules and includes £4.4 million (31 May 2019: £2.4 million) to be
transferred to the Company on the following business day.

. Amounts due from clients arise when a client's total funds deposited with the Company are insufficient to cover any trading

losses incurred or when a client utilises a trading credit limit, stated net of an allowance for impairment.
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15. Other assets
Other assets represent rights to cryptocu‘rréncy and cryptocurrency owned and controlled by the Company. The Company

offers various cryptocurrency-related products that can be traded on its platform. The Company purchases and sells - -

cryptocurrency assets as part of its hedging. The Company holds cryptocurrency assets on exchange and directly in vault

as follows:
31 May 2020 31 May 2019
ﬁm . £m
Exchange 6.0 - 142
Vaut : ' : o 161 18.9
221 » 33.1

Other assets are measured at fair value less costs to sell. The fair value hierarchy is set out in noteé 27. Other assets are
all level 2 assets. Rights to cryptocurrency assets held with exchanges are exposed to financial institution credit risk. All
exchanges are unrated.

16. Other receivables )
31 May 2020 ' 31 May 2019
£m . £m
Other debtors ’ 1.1 12
- Amounts due from group companies . 12.6 22.8
13.7 24.0
Amounts due from group companies are unsecured and repayable on demand.
17.  Financial investments
Financial investments are UK Goverﬁment securities:
Held as: ’ 31 May 2020 31 May 2019
£m £m
Liquid asset buffer ° o 83.8 844
Collateral at brokers - 140.5 140.8
224.3 225.2
© Of which: : .
- Non-current portion ‘ 83.8 189.9
- Current portion : 140.5 35.3

2243 - 2252

The effective interest rates of securities held at the year-end range from 0.18% to 1.04% (FY19: 0.08% to 1.04%).

18.  Borrowings

In May 2020 the Group reriewed its credit facility with four UK banks. The Company and another group company are
borrowers under this facility. The credit facility is for £200.0 million, of which £100.0 million is a three year term loan which
is fully drawn and which is repayable on maturing of the facility in June 2022. The term loan is stated in the Statement of
Financial Position net of £0.3 million of unamortised arrangement fees (31 May 2019: £0.4 million).

The Group also has access to a £100.0 million Revolving Credit Facility under this credit facility with a maturity date of
June 2021, having been extended by one year in May 2020. The Revolving Credit Facility was not drawn as at 31 May
2020 (31 May 2019: not drawn). .
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19. ©  Trade payables

 31May2020 31 May2019

£m ' £m

‘Client funds held on balance sheet . 62.8 55.5
Amounts due to clients A ) o o 0.6 03
Other trade payables i ‘ 0.5 .

63.9 _ 55.8 .

Client funds held on balance sheet comprise title transfer funds.

Amounts due to clients represent balances that will be transferred from the Company’s own cash into segregated client
funds on the following business day in accordance with the UK’s Financial Conduct Authority (FCA) ‘CASS' rules and
snmllar rules of other regulators in whose jurisdiction the Company operates.

20. Other payables
31 May 2020 . 31 May 2019

£m £m
Accruals ’ . 1t.8 ) ’ 10.4
Payroll taxes, social security and other taxes . ) ‘ - . 0.5
Amounts due to group companies 238.4 198.3

250.2° 209.2

Amounts due to greup companies are unsecured, interest free and are repayable on demand.
21. Contingent liabilities and provisions
There are no contingent liabilities expected to have a material adverse financial impact on the Company’s Financial

Statements. The Company had no material provisions at 31 May 2020 (31 May 2019: £nil).

22. Share capital

31 May 2020 31 May 2019
£m A £m

Authorised, allotted, called up and fully paid:
13,000,000-(FY19: 13,000,000) ordinary shares of £1 each ‘ 13.0 . 13.0

32



1G Markets Limited

| —

Notes to the Flnanmal Statements
for the year ended 31 May 2020

23. Other reserves
Share-based  Available-for-sale . Total other
payments reserve FvOCI reserves
e ~ Em . £m . Em ° £m
At 1 June 2018 : : 04 . (0.1) - 0.3
Equity-settied employee share-based payments : 0.1 o - . 0.1
Transfer of share-based payment reserve : (0.4) - - (0.4)
Reclassification on,IFRS 9 adoption - ) 0.1 (0.1) -
Change in the fair value of financial assets held at fair ) ) 0.6 0.6
value through other comprehensive income, net of tax i :
At 31 May 2019 ) 0.1 - 05 - 0.6
Equity-settled employee share-based payments - 04 . - - 04
Transfer of share-based payment reserve (0.1) : - - (0.1)
Change in the fair value of financial assets held at fair i} R 0.7 0.7
value through other comprehensive income, net of tax i i
At 31 May 2020 ' 0.4 : - 1.2 1.6

24.

25,

The share-based payment reserve relates to the estimated cost of equity-settled employee share plans net of tax based
on a straight-line basis over the vesting period. The available-for-sale reserve and fair value through other comprehensive
income reserve (FVOCI) includes unrealised gains or losses in respect of fi nanmal investments, net of tax.

Discontinued operations
There were no discontinued operations in the year ended 31 May 2020.

in January 2019, the Company entered into an agreement with a fellow Group company, |G Europe GmbH, to cease
marketing OTC leveraged derivatives to new clients in mainland Europe and transfer part of its existing business relating
to EEA clients. In addition, the Company agreed to transfer the existing fixed assets and personnel in its European
branches to the buyer. The profit on dlsposal these assets is set out below:

. . £m

" Cash proceeds - : 49
Net assets disposed of: ' ’
Property, planvt‘and equipment i ' - 7 _ (071)
Profit on disposal before tax - ' . . 4.8

The discontinued opsr;'ations did not include the disposal of any cash.

Lease liabilities
Obligations under leases

The Company has entered into commercial leases on cenam properties. The future mlmmum rentals payable under non-
cancellable operating leases are as follows:

' 31 May 2020 31 May 2019

Future minimum payments due: £m £m
Within one year ‘ ' . - 0.2
After one year but not more than five years w 4 ) - 0.1
After more than five years - -
- 0.3
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. Future minimum. payments due under non-cancellable operating leases does not include amounts recharged to the

Company in respect of lease agreements entered into by other group companies.

Future minimum payments due under non-cancellable operatlng leases will be’ recharged to other group companies |n line

with agreements entered into with other group companies.

IFRS16

The Group has leases which are capitalised as fixed assets under IFRS 16. The movements in balances associated w1th

IFRS can be reconciled as follows: .

Right-of-use asset

Lease asset initially recognised at 1 June 2019
New lease agreements — present value of lease liabilities
New lease agreements - restoration costs

Depreciation in the year

Lease liability

Lease liability initially recognised at 1 June 2019
New le_a_é.e agreements — present value of lease liabilities
Payments made in the year

Unwinding of discount

26. Directors’ shareholdings

Year ended
31 May 2020

£m

1.5

(0.5)
1.0

Year ended
31 May 2020

£m
13

(0.4)

0.9

The Directors of the Company held shares in the ultimate parent Company as disclosed in the Group Annual Report. .
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27. Financial instruments ]
Accounting classifications and fair values

The table below sets out the classification of each class of financial assets and iiabilities. The Company considers the
carrying value of all financial assets and liabilities to be a reasonable approximation of fair value and represents the
Company's maximum credit exposure as at balance sheet date without taking account of any collateral held.

. Amortised  FVOCl - Total
FVTPL cost . ~carrying
_ : : amount
As at 31 May 2020 * Note £m £m £m £fm
Financial assets:
Cash and cash equivalents ) : . - 309.7. - 309.7
Financial investments , 17 - . 2243 2243
Trade receivables - amounts due (to)/from 14 (.7) 2454 . 2437
brokers
Trade receivables - amounts due from clients 14 23.1 - 231
Trade receivables - own funds in client money 14 - - 21 - - 21
Other receivables 16 : - 137 : - 13.7
1.7) 594.0 224.3 816.6
Financial liabilities: '
Trade payables - client funds held on balance - 19 4.2 ' (67.0) - (62‘.8)
sheet
Trade payables - amounts due to clients 19. - (0.6) - (0.6)
Trade payablesv— other trade payables 19 - - (0.5) - (0.5)
Other payables - amounts due to group . ' : o
companies 20 - (238.4) (238.4)
_ Borrowings , ‘ _ - 199.7) - . (99.7)
42 (4062) . - (402.0)
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. Total
Amortised S
FVTPL " costs FVOCI carrying
amount
As at 31 May 2019 . * Note £m £m " £m £m
Financial assets: ‘ .
Cash and cash equivalents - - 180.4 - 180.4
Financial investments 17 - : - ©- 225.2 2252
Trade receivables - amounts due (to)/from 14 (26.7) _268.3 - 241.6
brokers .
Trade receivables - amounts due from 14 N 0.6 . 06
clients
Trade receivables - own funds in client 14 R 17.0 : . 17.0
money :
Other receivables 16 - 24.0 - 24.0
(26.7) 490;3 2252 688.8
Financial liabilities: . '
Trade payables - client funds held on ‘17 325 (88.0) - " (55.5)
balance sheet .
Trade payables - amounts due to clients 4 17 - (0.3) } (0.3)
Other payables -~ amounts due to group . U ) ‘
companies 20 ST (198.3) (198.3)
Borrowings ' : - (99.6) - - (996)
325 (386.2) - (353.7)
Financial instrument valuation hierarchy
The hierarchy of the Company s financial instruments carried at fair value is as follows:
. . Total fair
Level 1 Level 2 Level 3 value
As at 31 May 2020 ‘ " fm £m £m £m
Financial assets:
Trade receivables - amounts due from/{to) brokers (3.4) ) 17 - (1.7)
Financial investments , . 224.3 o - 2243
Financial liabilities:
Trade payébtes - clieht fuhds held on balance - 4.2 ) - 42
sheet
‘ Total fair
‘ Level1  Level2 Leve! 3 value
As at 31 May 2019 . : - £m £m £m £m
Financial assets:
Trade receivables - amounts due from/(to) brokers 6.9 (33.6) - (26.7)
Financial investments - , 225.2 - - 225.2
Financial liabilities:
Trade payables - cllent funds held on ba|ance

- 325 - 325
sheet : - )
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The fair value hierarchy, valuation techniques and accounting estimates have not changed as a result of new accounting
policies taking effect.

Fair value hierarchy levels 1 to 3 are based on the degree to which the fair value is observable.

Level 1 assets are valued using unadjusted quoted prices in active markets for identical financial instruments. This
category includes the Company’s open exchange-traded hedging positions. The quoted market pnce used for financial
assets held by the Company is the period end bid price.

Level 2 assets are valued using techniques where a’price is derived based significantly on observable market data. For
example, where an active market for an identical financial instrument to the product offered by the Company to its clients
or used by the Company to hedge its market risk does not exist. This category includes the Company’s open non-
exchange-traded hedging positions, which comprise shares, foreign currency and foreign currency options. The fair values
used in the valuation of these products are sometimes brokered values and may occur after the close of a market but
. before the measurement date. The effects of discounting are generally insignificant for these Leve! 2 financial instruments.

Level 3 assets are valued using techniques that incorporate information other than observable market data that is
’ significant to the overall valuation.

There have been no changes in the valuation techniques for any of the Company’s financial instruments held at fair value
in the year (year ended 31 May 2019: none). There were no transfers between Level 1 and Level 2 fair value
measurements, and no transfers into or out of Leve! 3 fair value measurements for years ended 31 May 2020 and 31 May
2019.

Fair value of financial assets and liabilities measured at amortised cost

The Company’s financial instruments not carried at fair value are all valued at Level 2. The fair value of the ﬁnanclal assets
and liabilities measured at amortised cost approximate their carrying amount.

Items of income, expense, gains or losses

All of the Company'’s gains and losses arising from financial assets and liabilities classified as fair value through the profit
and loss held for trading are included in net trading revenue for the year ended 31 May 2020 and 31 May 2019.

Offsetting financial assets and liabilities

The following financial assets and liabilities have been offset on the Company’s statement of fi nancial position and are
subject to enforceable master netting agreements.

Gross amounts of Net amounts of
Gross amounts of  recognised financial financial assets
recognised financial liabilities set off in presented in the
assets the balance sheet balance sheet
© As at 31 May 2020 £m £m , £m
Financial assets : :
Trade receivables — amounts due from/(to) 700.8 (457.1) 243.7
brokers :
Financial liabilities
Trade payables - client funds held on balance 4.2 (67.0) (62.8)
sheet _
705.0 (524.1) ’ 180.9
As at 31 May 2019
Financial assets )
Trade receivables — amounts due from/(to) 612.0 (370.4) - 2416
brokers :
Financial liabilities
Trade payables - client funds held on balance : 32.5 . (88.0) - (55.5)
sheet :
644.5 (458.4) 186.1

Trade receivables.— amounts due from/(to) brokers and Trade payables — client funds held on balance sheet have been
presented gross to present the impact of offsetting. The Company is entitled to offset amounts due from/(to) brokers on a
broker account level. The Company is entitled to offset unrealised client positions with client funds held at a client account
level.
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28. Financial risk management
Risks arising from financial mstruments are analysed into market credit, concentration and liquidity risks.
Market risk
Market risk disclosures are analysed into these categories:
o ~ Non frading interest rate and

o Price and foreign currency risk, which is further analysed between the impact on financial investments held at
fair value through other comprehensive income and the impact on the Company'’s net trading book position.

Where applicable the quantified maximum exposures.for the Company from each risk category are disclosed below.
Non-trading interest rate risk

The Company, has interest rate risk relating to financial instruments on its statement of financial posmon not held at fair
value through profit or loss. These exposures are not hedged.

The interest rate risk profile of the Company’s financia! assets and liabilities at each year-end was as follows:

Within 1 year Between 2 and 5 Total
31May 31 May 31May 31May 31May 31May
2020 2019 2020 2019 2020 2019
£m £m £m £m £m £m
foed rate: .
Financial investments . 140.5 35.3 83.8 189.9 2243 225.2
Floating rate:
Cash and cash equivalents ' 309.7 180.4 . - - 369.7 180.4
Trade receivables - due from brokers 243.7 - 2416 - ) R 243.7 2416
Trade receivables - own funds in client money ’ 23.1 17.0 <" - - 231 17.0
Trade payables - client funds held on balance sheet (62.8) (55.5) - - (62.8) (55.5)
Borrowings. - - (99.7)  (99.6)  (99.7):  (99.6)
654.2 . 4188 . (15.9) 90.3 638.3 509.1

There are no financial assets and liabilities which have a maturity of over 5 years.
Non-trading interest rate risk sensitivity éhalysis - fixed rate

Interest on financial instruments classified as fixed rate is fixed until the maturity of the instrument. The level of future fixed
interest receivable would be similar to that received in the year and is considered immaterial to the Group's profit for the
year.

Non-trading interest rate risk sensitivity analysis — floating rate

Interest on financial instruments classified as floating rate is re-priced at intervals of less than one year. Trade receivables
- and payables include client and broker balances upon which interest is paid or received based upon market rates.

Interest rate sensmwty has been performed on floating rate financial instruments by considering an adverse interest rate
movement of 1.0% (year ended 31 May 2019: 0. 5%) on financial assets and liabilities. The impact of such a movement
on the Company’s profit before tax is below.

Year ended " Year ended

31 May 2020 31 May 2019
Impact: £m £m
Cash and cash equivalents - @B ’ 0.9)
Trade receivables - due from brokers - (2.4) (1.2)
Trade receivables — own funds in client money . (0.2) (0.1)
Trade payables - client funds held on balance sheet 0.6 (0.3)
Borrowings : 1.0 . (0.5)

The net impact of such a movement in interest rates is considered to be immaterial to the Company's profit for the year.
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Price risk

The Company is exposed to investment securities price risk because financial investments held by the Company and
classified on the Company’s statement of financial position as available-for-sale are based on closing market prices
published by the UK Debt Management Office. These exposures are not hedged.

The table below summarises the sensitivity analysis of increases/decreases in the value of the financial investments on
the Company’s post-tax gain or loss on equity. The analysis is based on the assumption that the value of financial
investments has decreased by 1% with all other variables held constant:

Year ended 31 May 2020 Year ended 31 May 2019
) £m £m
impact on FVOCI reserve (equity) (2.2) A (1.8)

The Company is also exposed to price and foreign currency risk in relation to its net open position with clients and hedging
brokers. The Company accepts some exposure to market risk in order to optimise the efficiency and effectiveness of its
services to clients. The Company manages the market risk it faces in providing its services to clients and other group
companies by intemalising trading flow (allowing individual trades to offset one another) and hedging when the residual
exposures reach pre-defined limits. The risk management framework is set out in the Group Annual Report.

The table below summarises the impact on the Company’s net trading revenue of a 5% adverse market movement on the
Company’s residual net exposure at 31 May 2020. The analysis is based on the assumption that the value of each asset
class has decreased with all other variables held constant:

As at 31 May 2020 As at 31 May 2019
Notional impact Notional Impact

exposure ' exposure
£m £m - £m £m
Indices and equities ) . 39.0 . (2.0) . 3.0 ©0.2)
Foreign exchange 1.9 (08) 7.0 $(0.3)
Commodities 24.9 (1.2) 9.9 (0.6)

Foreign currency risk

The Company faces foreign currency. exposures on financial assets and liabilities denominated in cumrencies other than
its functional currency. The Company hedges its own foreign currency exposures and that of other group companies with
third party brokers. Any foreign currency hedging gains and losses with third party brokers are off-set with losses and
gains and vice versa from the exposure which the Company carries on its own financial instruments and that of other
group companies.

After taking into account hedging gains and losses, the impact of foreign currency rate movements are not material to the
Company’s net trading revenue as the hedging would leave the Company in a neutral position. '
Credit risk .

The principal sources of credit risk to the Company's business are from financial institutions and individual clients. These
risks are managed at a group wide level and details are in the risk management section of the Group Annual Report.

Anﬁounts due from financial institutions, which are stated net of an expected credit loss of £0.1 million (31 May 2019:
£nil), are all less than 30 days due. Amounts due from clients, which are stated net of an expected credit loss of £3.7
million at 31 May 2020 (31 May 2019: £2.8 million), include both amounts less than and greater than 30 days due.
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The analysis in the following table shows credit exposures by credttrating:

Credit rating:
AA to AA-

A+ to A-
BBB+ to BBB-
Unrated

Total carrying amount

Cash and cash equit/alents from brokers from clients funds in client money
31 May 31 May 31 May 31 May 31 May 31 May 31 May 31 May
2020 2019 2020 2019 . 2020 2019 2020 2019
£m £m £m £m £m £m £m . £m
6.1 155 - das - - 44 12,0
303.3 164.5 241.2 . 183.3 - - 17.9 36
0.3 0.4 - . 13.8 - - - 0.8 0.8
- - 25 - 21 0.6 - 0.6
‘ 309.7 180.4 243.? 2416 21 0.6 2341 17.0
:
Loss allowance
Below is a reconciliation of the total loss allowance:
31 May 2020 31 May 2019
» £m £m
Balance at 1 June 2.8 4.5
Loss allowance for the year:
- gross charge for the year 24 0.8
- recoveries (1.0) (0.4)
Debts written off (0.4) “(2.1)
28

Trade receivables — due

Trade receivables — due

Trade receivables — own

Balance at 31 May

38

The loss allowance has been calculated in accordance with the Company's expected credit loss model. The following table
provides an overview of the Company's credit risk by Stage and the associated loss allowance. The financial instruments
that are assessed in accordance with the simplified approach as permltted by IFRS 9 are trade receivables (excluding
derivative amounts due from brokers) and other recewables

2020
'Stage1  Stage2  Stage 3
12-month Lifetime Lifetime Simplified ‘
ECL ECL ECL Approach Total

Credit grade: £m ém £m f.;m £m
Investment grade 3007 - 2575 567.2
Non-investment grade 12.6 - 16.6 29.2
Gross carrying amount 3223 - .  274._1 596.4
Loss allowance - - (3.8) (3.8)
Total carrying amount - 270.3 592.6

3223
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2019
‘ Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime Simplified
ECL ECL ECL Approach Total
Credit grade: £m : £m £m £m £m
Investment grade 405.5 - - - 284.7 690.2
Non-investment grade 22.8 - - 51 27.9
Gross carrying amount 428.3 - - 289.8 718.1
Loss allowance - ’ - - (2.8) (2.8)
Total carrying amount ' 4283 - - 287.0 7153

Concentration risk

The Company'’s largest credit exposure to any one individual broker at 31 May 2020 was £70.2 million (A+vrated) (31 May
2019: £58.6 million (A+ rated)). Included in cash and cash equivalents, the Company'’s largest credlt exposure to any bank
at 31 May 2020 was £75.9 million (A+ rated) (31 May 2019: £76.9 million (A rated)).

The Company has no significant exposure to any one particular client or group of connected clients.

This risk is @anaged at a group wide level and details are in the risk management section of the Group Annual Report:
Liquidity risk

Derivative and non-derivative cash flows by remaining contractual maturity

The Company's cash flows associated with financial assets and liabilities are receivable/(payable) on demand, aithough
the remaining contractual maturities may be longer, with the exception of Borrowings.

The Company'’s cash flows associated with Borrowings are repayable in full on maturing of the facility in June 2022.

The following table presents the undiscounted cash flows receivable (excluding interest payments) by the Company under
derivative financial assets and under non-derivative financial assets, where these are not directly identifiable in the financial
statements:

- Amounts receivable/(payable) on demand:

As at 31 May 2020 Derivative - Non-derivative Total
£m £m £m

Financial assets:

Trade receivables - amounts due (to)/from brokers Q1.7) 245.3 243.6

Financial liabilities: .

Trade payables - client funds held on balance sheet - 42 V (67.0) (62.8)

‘As at 31 May 2019 Derivative Non-derivaiive Total

Financial assets: £m £m £m

Trade receivables - amounts due (to)/from brokers . (28.7) 268.3 2416

Financial liabilities:

Trade payables - client funds held on balance sheet 32.5 ‘ (88.0) (55.5)

The Company's non-derivative cash flows at 31 May 2020 are:

. receivable/payable on demand, totalling financial assets of £818.0 million and financial liabilities of £306.4 million
(31 May 2019: financial assets of £715.5 million and financial liabilities of £254.1 million); and

e  payable in full on maturing of the facility in June 2022, totalling financial liabilities of £100.0 million (31 May 201 9
£100 million).

This risk is managed at a group-wide level and details are in the risk management section of the Group Annual Report.
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29. Subsequent events
There have been no subsequent events since 31 May 2020.

42



