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AT A GLANCE

2016 was another
record year for IG,
with revenue up 14%
to £456.3 million.

Our investments in
improving online
marketing, developing
new offices and
extending our product
set are beginning to
pay off.’

Peter Hetherington
Chief Executive Officer
19 July 2016
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CHAIRMAN'S STATEMENT

In my second annual statement to you as Chairman of IG, | am pleased to report on a year
of strong growth for the Company in revenue and profit, with both hitting new highs

The good financial results are driven primanty

by improving performance from our digital and
mobile marketing in cur more established markets,
supported by reasonably volatile financiat markets,
and our investments in Switzerland, Dubai and
Nadex beginning to produce returns

This year has produced a chailenging backdrop
against which to execute our strategy As you know,
our previous Chief Executive Officer (CEQ) retired
and our Chief Financial Officer (CFO) resigned
duning the first half of this financial year After a
thorough process, the Board apponted Peter
Hethenngton as CEQ n December {ast year Earher
this month, we also appointed Paul Matnwanng

as CFO, subject to FCA approval The succession
process has gone smoothly, thanks to the skil and
dedication of Peter and his Executive team

We remam committed to growing our business
within our current global footprint and beyond,

as opportunities allow We set out  vision some
time ago to be the default choice for active traders
globally At the half-year results in January, we
expanded upon this to include non-leveraged
products such as execution-only stockbroking
{share dealing} and portfolio-based investing

(G Investments) This will allow us to appeal to
sophisticated and active investors across a range of
their needs and in different stages of therr lives

Qur strategic clanty 15 coupled with a total
commitment to operational efficency This

ranges from the stndes we are making in onfine
marketing, through the incremental improvermnents
to our client onboarding process, to the
enhancements to execution and risk management
practices that are allowing us to extract increasing
value from every client trade

Our people are core to our operational success
Recent attrition levels in our London office have
been too high, due to competition for the scarce
skills we require to prosper In response, we have
Increased some salary levels to help retam key

staff At the same time, we are expanding our
presence in Krakow and Bangalore to access key
skills competitively We expect our London office to
remain at the core of our operations

Shortly after the year-end the UK electorate
voted to leave the EU [ continue to be impressed
by how the broader team in IG handles such
volatile events
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The team prepared meticulously for what turned out to be a
mght of severe and sudden movements in financial markets | am
very pleased to report that they steered the business through
unscathed They concentrated on the interests of our clients
leading up to and throughout the period, with clear chent
communications and marg-setting policy The result, however,
does throw up new challenges for |G, and will dert some
resources over the next couple of years, as we decide on the best
course of action to secure the future of our European business In
doing this, we will also consider any relevant elements of other
farthcoming legislation in this area

Regulatory comphiance remains a key tenat of IG's operating model
We are regulated in 17 junsdictions across the world While we

can never guarantee we will not fall foul of a specic regulation,

our intention 15 always to comply and we conunue to invest in our
capability here, with the aim of mamntaining our good track record

‘Qur strategic clarity is coupled
with a total commitment to
operational efficiency.’

DIVIDEND

This has been another strong year for cash generation at IG

In ine with the Beard's previously stated intention to pay out,
as an ordinary dividend, approximately 70% of the Group's
annual earnings, the Board 1s recommending a final dvidend
of 22 95 pence per share, taking the full-year dividend to 31 40
pence per share, 11 5% ahead of the prior year

The Board will maintain a capital structure and cash position

i the business to enable 1t to withstand any changes in the
regulatory environment or structural shocks in the financial markets,
while providing sufficent headroom to take advantage of any
investment opportunities

BOARD

The Board structure has changed significantly in the past year In my
statemnent last year | noted the reurement and acknowledged the
great contribution of our CEQ, Tim Howking In October, Chris Hill,
CFO, stepped down from the Board and left IG, to take up a CFO
role elsewhere As|said at the time, we were sorry to lose Chns but
understood his decision

n December, following a thorough search process, the Board
apponted Peter Hetherington as the new CEQ Peter was
previcusly Chief Operating Officer and has been a member of the
IG Board since 2002 The Board was delighted to confirm Peter as
CEQ, and believes he brings the nght mix of business knowledge
and fresh thinking to the CEQ rote In July 2016, we announced
that Paul Mainwaning had been selected by the Board as CFO,
subject to FCA approval Paul was previously CFO of Tullett Prebon
plc and we are kooking forward to welcoming him to the Board in
due course

In September, June Felix joined the Board as a Non-Executive
Director June is curently president of Verifone i Europe

and bnngs with her significant international expenence along
wath knowledge of product innovation n the financal and
digital sectors Also in September, Malcolm Le May joned the

Al >

Board as Senior Independent Director and Chaurman of the
Remuneration Commntee

Malcolm brings to the Board deep knowledge of the financial
services and investments sectors and a wealth of expenence on

the boards of publicly isted businesses | would like to welcome
them both to IG Foflowing these changes, your Board continues to
comply with provision B 1 2 of the 2014 UK Corporate Governance
Code ('the Code")

The intention agam this year 1s to put every Board Director up for
election or re-electron at the AGM, in compliance with paragraph
B 7 1 of the Code

REMUNERATION

In response to the atintion levels mentioned earker, this year we
carned out a targeted salary benchmarking exercise, to ensure

our overall remuneration structure enables us to recruit and retain
high-quality people We also introduced a flexible benefits scheme,
which allows our employees to choose the mix of benefits which
suits therr ndrvidual crcumstances This wall inerease our overall
reruneration costs, but | believe makes us increasingly competitive
n a tough labour market In deterrmining the remuneration of the
CEO and CFO, the Remuneration Committee took inte account
the growth of the business and the competitiveness of salanies at
all levels of the Company, and benchmarked these roles aganst
companies of comparable size and complexity in financial services
and the FTSE 250

IG'S PEOPLE

Once again, | and the rest of the Boand want to thank all the
people who work at IG for delivering another record year for the
Company We were extremely impressed, if not surprised, by the
way our people pulled together duning the uncertainty caused by
the CEO and CFO's departures dunng the first half of the year, and
by the way they have ralhed behind Peter, as new CEQ We are In
no doubt that our people remain our key asset

LOOKING FORWARD

We have been investing heavly over the last few years in
transironing |G, from a very successful but relatively narrow
specialist, to a broader-based business, through product extension,
geographic expanston and platform development We are

now coming towards the end of this particular project investrment
phase This year, as well as delivenng results from those
investments, we have a number of important initiatives planned,
which Peter considers in more detail in his statement, as we

seek new oppartunities to grow and to expand our knowledge
and expenence across an emerging range of exciting digital
financial products

The Board 1s committed to delivening on the strategy we have
agreed, to the benefit of all our stakeholders 1G’s success s buit
on placing chents at the heart of cur business and we aim to further
enhance our leadership position by providing them with even
better technology and contmuous mprovements to therr overall
experience With our recent investments beginning to bear frunt
and excring plans for the year ahead, | am increasingly confident
about the future

AT e

Andy Green
Chairman
19 July 2016
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CHIEF EXECUTIVE OFFICER’S REVIEW

This 1s my first opportunity to present full-year financial results, and | am pleased to
be reporting on such a strong outcome Revenue was ahead by 14% at £456 3 million
(2015 underlying £400 2 million) Performance was strong across the board, with each
half-year setting a new high
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The year was parncularly marked by sharp market movements in
our first and third quarnters, which presented short-term trading
opportuniies for our chents However, | am particularly pleased by
the cantinued strategic and operational progress we made in the
year, which | will expand upon later

Profit before tax rose by 7 6% to £207 9 milhon (2015 underlying
£193 2 million), with a £6 4 million negative impact year-on-year in
betting duty and net interest on chent funds and a 17% increase
n operating costs. Cost increases reflected targeted investment

in advertising and marketing, where the payback remains
compelhing, increased data fees due to the growth n chent
numbers, higher employee costs due to the impact of headcount
increases through the pnior year and tugher discretionary
remuneration following the improved business performance Profit
after tax was up by 9% at £164 3 million (2015 underlying £150 7
mullion) Dhluted earnings per share was up by 8 5% at 44 58 pence
{2015 underying 41 07 pence)

Revenue n the year was ahead i all of our geographic regions
The UK contributed almost 51% of the Group revenue in the year,
up 9% at £231 1 mullion, with a similar sequential half-on-half
growth rate The pattern was similar in Austraha, where revenue
was ahead of the prior year by 8% at £64 0 mullion Revenue in
Europe was ahead by 22%, at £98 6 million, with all countnies

n this region ahead of the pnor year and a strong year-on-year
performance in Switzerland, where the office opened part way
through the pnior year, the sequential half-on-half growth rate here
was 16% The Rest of World segment was ahead of the prior year
by 30% Once agan all countnies were ahead of the prior year,
with a particularly strong revenue performance 1n the US and an
excellent start in the new Dubai office

As our Chairman, Andy Green, mentioned, just after the end of
our financial year, we experienced a real-world test of our systems,
processes and nsk management with the UK's EU Referendum
This sort of event brings out the best in 1G's people We prepared
meticulously, providing regular communications and adjustments
for our chents to ensure they understood the potential for market
moves and stress testing our technology even more than normal
As it turned out, the event was more dramatic than most people
antiopated, with some of the most extreme movements we have
seen m financial markets | am dekghted with the way IG handled
the event itself and the immediate aftermath While IG avails itself
of the "passporting’ regime 1n using 1ts UK licence to operate
across the EU, the decision to leave the EU does not change
much in the short-term We will put plans in place to deal with this
outcome, as we momtor the progress in political discussions, and
be ready to act f required to ensure we can continue to operate
in Europe

MIFID I 1s currently scheduled to come into force in January

2018 This prowides enhanced mtervention nghts for individual
state regulators Ahead of this, as we announced in March, the
French regulator, the AMF, stated s intention to restrnict electronic
advertising of denvative products to retail chents Although this
intention 1s not yet law, it appears there 1s sufficient will to ensure
this happens and therefore we assume this comes into force
sometime duning this calendar year The precise extent of the
restnction 15 not yet clear but 115 likely to adversely impact new
client acquisition for the French business, which accounted for 5%
of this year's revenue and new accounts.

AlO) >

STRATEGIC AND
OPERATIONAL PROGRESS

In my first-half statement in January, | clanfied my approach to
taking 1G forward We are concentrating on three key levers
for growth

B Product dwersification

1 Geographic development

T Maximising the current oppartuntty
- Opumising marketing efficiency and client conversion
- Ingreasing chent activity and retention
- Maximsing chent value

PRCDUCT DIVERSIFICATICON

Having grown to be a clear market leader in certam of our more
mature markets, the UK and Australia in particular, we see great
value in being able to offer chents a broader suite of trading
and investment products, which fuffil a greater portion of therr
needs throughout thew life This also allows us to reach out with
the IG brand to a broader range of potential clients through a
product set they understand well, with some of those ¢clients,
those for whom it's entirely approprate, ulimately choosing
also to use a leveraged product In September 2014, we took
our first step outside our core leveraged-product arena, with the
launch of execution-only stockbroking in the UK We evolved
our offering early in 2016, in response to a shghtly disappainting
take-up, including altening our pricing structure and renanmng it
share dealing These changes coincided with the 1SA season in
the UK, so it1s difficult to understand their precise impact, but
we have seen an uplift in the account opening rates At the end
of the year we had over 11,000 funded accounts and, perhaps
more importantly, we had around 2,900 active chents in May
We continue to see around 15% of new clients going on to use
the leveraged product set and iniwal indicavons suggest they
are valuable clients We rolled out this product to Australia in
early July and hope to builld here on the tearnings from our UK
expenence to date

‘l am particularly pleased by
the continued strategic and
operational progress we made
in the year.’

We are close to launching a portfolio-based investment product
through IG lavestments, in partnership with BlackRock, the biggest
asset manager in the world Initially this will be UK only but we
expect to expand it to Australia over time This s the next natural
extension of the IG brand and prowides us with another route to
market Over the longer term, this alfows us to build a separate,
more prediciable revenue stream The model portfohos we will
offer will be built on exchange traded funds {ETFs}, which lend
themselves to one of IG's core competencies, namely real-time
trade execution ETFs are low-fee products, which will enable us
to offer a low-cost service to clients, based on market-leading
technology and transparency We plan to add a customisation
abibty for chents, which we anticipate will appeal to more
sophisticated clients

1G G.oup Moldings plc Asnual Report 20io
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CHIEF EXECUTIVE OFFICER’S REVIEW conminuep

GEOGRAPHIC DEVELOPMENT

We will adjust our approach to suit the opportunity Over ime we
believe there will be apportunities to expand our business inta
fresh geographres Recent examples of this are Switzerland and
Dubar These two offices are performing ahead of plan, with a
particularly strong finish to this year in Dubar Unlike other offices,
the revenue in these countries 1s coming from fewer, larger-value
chents, paruicularly in Dubay, which leads us to expect growth 1
be strong but unpredictable from month to month Both of these
countries required a lengthy licensing process, a relatively matenal
wirastructure and local regulstory capital

We will seek to address certam adjacent or proximate markets
without the overhead of a local presence These markets will be
targeted by the most relevant sales office, with the assistance

of our improved online marketing capabihties, a new affiliates
programme, skm local language websites and the required local
language skills This approach 15 central to our recent decision
10 pursue a hub strategy in Europe, where we are centralising
our capabilities in specific strategic countries As part of this, we
closed our offices in Norway and the Netherlands and will now
serve our current clients and build these businesses from Sweden,
Germany and the UK

There remans significant opportunity within our current
geographic footprint As global leader in our market, there are
many countries where uur market share does not rellect this
We see this as an opportunity, rather than a disappointment

‘In the UK and Australia in
particular, we see great value
in being able to offer clients a
broader suite of trading and
investment products, which
fulfil a greater portion of their
needs throughout their life.’

We may seek to extend our product set where there are specific
local circumstances which support that, but generally, in countries
where our market share 1s not reflective of our aspirations, we will
focus on the core leveraged product and progressing towards a
market-leading position

This year, we launched an affiliates programme to market

our product through a range of partners This 15 sull early stage,
but the progress to date has been encouraging in some countries
This provides us with an entrepreneunial route to market, with a
very transparent cost per account We will continue to progress
this positively, while remaining protective of our record of
regulatory comphance

IC G ouo Holdings ple An wal Repor, 2016

MAXIMISING THE CURRENT QPPORTUNITY

In the short to medum term, there 1s a real opportunity for IG
ta improve at all the things we already do  As the business grew
rapidly through the past 10-15 years, inefficiencies crept in to
some of our processes, particularly around the way we market,
onboard and engage clients through their hfe with IG We

are making progress in extracting ncreasing value from every
clent oppertunity

Opumising marketng efficiency and chent conversion

Ower the last couple of years, we have overhauled ous online
marketing, recagnising its grewing inportance, through personnel
and process change We have centralised our marketing

spend In regional hubs and now use a data-based algonthmic
methodology In the last financial year we opened just over
100,000 accounts, 42% ahead of the prior year, and the second
half of thrs year was 35% ahead of the first hali So, we are making
great progress at targeting new chents These figures do however
behe the fact that there s sull considerable fncuon, and therefore
opportunity, In the application process We have put in place
many changes this year, accompanied by a strict testing regme
and feedback loop where posaible, to improve the conversion rate
for prospective clients who begin the application process Many
of these are almost imperceptible, but incremental However, the
more significant ones include taking advanlage of electronic ID
verthication databases in countnes where these were previously
unavaiabte, particularly in Europe, enabling ID document upload
through the mobile app, redesigning our mobile apphcation form,
estabhshing a dynamic venfication routine within the apphcation
whith shows chents clearly what documentation they require at
each stage of the account opening process and much mproved
client commumications

Our conversion rate from opened accounts 10 vading accounts
has drapped a httle in the year In absolute terms, 1t 15 sull a strong
picture, with first trades ahead of the prior year by 29%, and the
second half of this year 24% ahead of the first half Part of the
decline in the conversion rate s due to the increasing proportion
of applications commencing on mobile devices - for the last few
manths of the year, this has been running at around 50% of all
applications, currently these do not convert as well as those that
come through the web-based platform, either mnto valid open
accounts or into trading accounts It s also due In part to the
magnitude of the uplift n applications - a good problem to have -
and the reassurance we require before altowing someone to trade,
this often ncludes a direct conversation and we are employing
more chent-facing staff to assist chients to get through to trading

Less successiul at this stage has been our acquisition of generic
top-level domains (gTLDs), where we have decided to write-off the
investment this year We have launched some websites using our
gTLDs, for exarmnple news markets, and heensed many domains to
third parties, but thrs 1s moving slower than we imitially anticipated
We continue to believe that our ownership of certain gTLD strings
positions us well as the internet staucture evolves, but we have
trimmed our short-term ambitions and we are focusing on using
the small number of sites we have at this stage to broaden IG's
presence and attract clents

sm
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‘The business starts this year in good shape, and we are
delivering a number of initiatives which should continue to

support future growth.’

Increasing chent activity and retention

Qur desire 15 to delight our chents with our technology and our
service and to retain them for as long as possible There is an
overlap mn this growth lever with our product diversification, a
mechanism for deepening our relationships with clients However,
there are a number of other initratives which will differentiate

IG This year, we rolled out our market movement notifications
service, primanly via push alert to a mobile device This allows

a chient to move seamlessly from a timely trading 1dea to the
dealing platform and 1s ndividually targeted to each client’s
mterests Duning July 2016, we will launch our imited nisk trading
account, an important step in helping some clients to manage
better the nsk/reward balance 1 therr trading This guarantees a
chent cannot incur debt, and may enable us to attract additional
clients, previously concerned by the nature of the trading nsks

We are in the middle of the testing our new web trading platform,
the manstay of {G and our industry Our current platform could be
descnbed as visually a ittle tred, but it remains technologically
cutting-edge 1t s also very familiar to many of our chents and
therefore we will approach the changeover carefully and include a
long peniod of dual-running As long as the testing feedback 15
positive, we continue to expect to roll out the initial version in
2016 We will then iterate this to ensure all current functionality 1s
avallable, along with the suite of new features we are planning

Maximising chient value

We continue to opltirise our risk management within

our technology sune and with strong governance as we approach
specific events This year we increased our absolute risk lirmuts and
made them dynarmic, where they rise and fall as markets open and
close to take advantage of hquidity and client volume Although
we intend to retain our low-vanabihty revenue stream - IG has
only had three negative revenue days in the past five years - we
continue to run back-testing simulations of vanous scenanos to
get increasingly close to the optimal position, while remaining
neutral on market direction We overlay this technological nsk
management with manual oversight

This was extremely successful at the ime of the EU Referendum,
where we priontised long-term value over short-term gain, raising
client margin rates significantly and encouraging our chents to
consider carefully the ments of holding a position through such
uncertainty This approach protected both chents and IG

'We continue to optimise

our risk management within
our technology suite and with
strong governance as we
approach specific events.’

OUTLOOK

We made good progress in 2016, strategically, operationzlly
end financially The business starts this year in good shape, and
we are defivenng a number of initiatives which shoufd continue
to support future growth The launch of limited nsk accounts

15 a key step in providing ¢urrent and prospective chents with
increased choice and will allow us to broaden our reach We aim
to improve retention of existing chents and to appeal to new
chents by releasing our investments product in the UK in the first
half of this financial year, this will be an important achigvement n
the evolution of IG and continues our repositioning In our more
mature markets We are also approaching the end of the tesuing
phase for our new web trading platform, and expect 1o release it
before the end of this calendar year

Demand for our products and application numbers remain strong
Given this demand, and the improvements we have made to

our online targeting capabihity, we intend to increase marketing
investment again significantly this year, as long as the payback
remains compelling Including the impact of the remuneration
changes at the end of the financial year, and modest increases in
other operating costs, we currently expect the overall absolute
rise in operating costs in the 2017 financial year to be in ine with
the increase last year, on an underlying basis However, gwven the
nature of this cost growth, it will be increasingly discretionary and
more closely ahigned with revenue

In summary, 2016 was a successful year for IG, and the business 15
in robust health | am dehghted to be leading such an energised
team, and we remain confident that we can deliver further
attractive growth going forward

/S

Peter Hetherington
Chief Executive Officer
19 July 2016
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OUR BUSINESS
OUR VISION

We aim to be the default financial platform for active traders and sophisticated investors in

our chosen markets

BUILDING ON QOUR HERITAGE

IG 15 a global leader in online trading and the trusted partner
for 152,600 active traders A FTSE 250 company with market
capitalisation of £3 0 bilion”, we have a long history of
profitability and financial strength

In 1974 we began life as the UK's onginal spread betting provider,
ntroducing a completely new, accessible way for people 1o trade
on gold, by defining it as an index Since then, our tnnovative,
chent-focused approach has enabled us to grow and expand our
business and product range internationally, and today we are the
world s No 1 CFD provider as well as maintaning our considerable
UK market leadership in spread betting @

As we look to the future, as well as continuing to grow our number
of clients globally, there 1s an opportunity to strengthen and
extend our relationship with them by offering a wider spectrum
of products, beyond our enginal leveraged trading services Our
hallmark transparency, financial secunty and platform technology
underpin new initiatives that will enable us to attract chents at
different stages of their investment lfecycle We began this
process with the successful introduction of our share dealing
service in Septernber 2014, which 1s now exposing our brand to a
breader audience and bringing valuable new clients to our entire
product suite

We are shortly to launch, in the UK, a sophisticated and innovative
portfolio-based product, for longer-term investment purposes, in
partnership with BlackRock, the world's leading asset manager

By prowviding a broader range of products that cater for differing
nvestment objectives and nsk appetites, we seek to forge
longer-lasting relationships with our chents, remaining their partner
of chowce as thewr needs change over time

Meanwhile, we continue te focus on optimising our core offering
A completely new, cutting-edge tradmg platform will give our
chents a faster, more responsive, personalised trading experience
We have also invested heawily in improving the client recruitment
process, using a number of techriques to create a broader,
smoother pathway for prospects interested in using our products

Throughout the past four decades, our operating model and nsk
management strategy have been thoroughly tested and have
proved hughly resihent Our business has continually adapted 1o
a changing world and the technological and economic backdrop,
and we will continue to innovate as we look to the next phase of
our growth

IG RETAIL BRANDS

NADEX

(1) Based on the share pnce 8119 July 2016

{2) Based on number of active UX financigl sproad betting accounts investment Trends
UK Leveraged Trading Report, September 2015} for CFDs based on revenue
axchuding FX {published financial statemants September 2015)
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KEY DATES

1974
1G Index was founded, becoming the UK’ first spread
betting company

1982
We were the first company in the UK to offer spread
betting on the FT30

1995
IG Index became the first UK company to allow spread
beting on indwidual shares

1998
The company became the first 1o launch an online
dealing platiorm for financial spread betting

2002
IG Markets Austraha became the country’s first
CFD provider '

2003
Our product range expanded as binary betting
was ntroduced

2006
New offices opened in Germany and Singapore

2007
Our browser-based trading platform was {sunched New
offices opened in the US, Spain and France

2008

The Group opened an office in Ntaly The Group
launched the UK’ first dedicated spread betting
iPhone app

2009

Nadex com was launched in the US G Markets

introduced PureDMA Offices opened in Sweden {
and Luxembourg

2010
We acquired the Ideal CFDs business in South Africa |
CFD WPhone app launched

2012 I
Qur Insight, news and analysis centre launched New
office opened n Dublin

2013 i
Spread betting and CFD offermgs brought together
under IG com Introduction of forex trading via Meta
Trader 4 platform )

2014

Intreduced execution-only stockbrokng as parn of our
comprehensive share trading package New office
opened in Swizerland

2015

Sunday trading was launched and IG designed the

first trading app for Apple Watch New office '
opened in Duba

2016

IG expands its stockbroking offering into I1SAs and StPPs
Enters mto a partnership with BlackRock, the iggest
asset manager in the world, to launch a portfolio-based
nvestment product

1G G oup Holdnes plc An ual Report 20°6
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OUR GLOBAL OPERATIONS

We have sales offices across Europe, the Middle East, Africa, Australia, Asiz and the US, and our growing expertise in online

marketing, search engine optimisation and multi-language chent service enables us to extend our reach into countries where we have
no physical presence Using a centralised marketing strategy, we now target prospects and serve chients in 156 countnes, efficrently and
cost-effectively

140d3d J1D3LVHLS

Qur UK headquarters in the City of London 15 supported by two major growing operational hubs in Krakow, Poland, and Bangalore,
India These are positioned to lake advantage of local pools of talent in a vanety of disciphnes

—
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1 Introduced the first financial 1 Entered the market in 1 Entered the market n 2002 1 Began expansion in 2006 9
spread betting product Germany it 2006, with § Office located in Singapore 2
in 1974 repid expansion across n Melbourne & Offices lacated in Dubai, 8
3 Offices located in the City Eurape from 2007 ¥ Annual revenue of Japan, Singapore, South S
of London and Dublin 1 Offices located in £64 0 mullion m the Africa and the US m
{Republic of Ireland) France, Germany, ltaly, 2016 financial year, with 1 Annual revenue of “
I Annual revenue of Luxembourg, Spam, 19,800 active clients trading £62 6 millon in the
£231 1 mullion in the Sweden and Swrizerland 2014 financral year, with
2016 financial year, with 1 Annual revenue of 33,300 active chients trading
64,500 active clients trading £98 6 million 1n the J

2016 financial year, with
35,000 active clients trading

;.Pﬁ 857 n’.’u 210 nO% 76 n.oPﬁ 265
DMl evrLovees DM emvpLoYEES Bl empLovees R4 emeLovYEEs
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OUR PRODUCT SUITE

We prowide our clieats with a broad product set, both in terms

of markets te trade and the number of platforms available Our
market-leading technelogy enables fast, flexible trading on an
extensive range of global indices, shares, forex, commedities and
other instruments

At the core of our product range 1s leveraged trading Most

of our global revenue comes from CFDs and financial spread
betting {in the UK and !reland), with an increasing preportion
generated by binanes trading, including our US retall denvatives
exchange, Nadex

Our arn 15 to anticipate and respond to our chents’ changing
needs As part of this process, in the UK and Australia, we are
developing a comprehensive product range that will surt shifting
nsk appetites and inwvestment objectives throughout a ifetime
This includes a suite of unleveraged products, starting with the
introduction of share dealing and 15As in the UK last year and the
recent addition of SIPPs this year

We are also launching, in the UK, a new wealth management
offering, in partnership with market-leading exchange traded
fund (ETF) provwder BlackRock We beliove that the long-term
investment market 1s already beginning to expenience disruption,
and we can take advantage here through the exceptional strength
of our technology combined with BlackRock's product and
portfolio construction experuse

Together, our range of leveraged and unleveraged products will
help us attract and serve both active traders and sophisticated
investors, broadening our reach inte new target audiences and
extending the Ifetime of our clients with us

{1} Based on revenue excluding FX fram pubhshed Financal Statements
Saptembar 2015

(2} Tax laws are subgect to change and depend on indmdual circumstances Tax low may
diffgs i gunschction other than the UK

{3} Based on mumber of actve UK sprent] bewng stoounts finvestment Trends Lid UK
Leveraged Trading Report, Septamber 2015)

{4) Investment Trends Lid UK Leveraged Trading Report July 2015

1C Groue Held nos ole Anaual Repors 2014

Together, our range of
leveraged and unleveraged
products will help us attract
and serve both active traders
and sophisticated investors.

CONTRACTS FOR DIFFERENCE (CFDS)

CFDs are dervatives contracts that enable chents to take
advantage of changes in an asset’s price, without owning the
asset rtself

P We are the world's No 1 CFD provider!

¥ We offer CFDs i more than 17 countries globally

We explam how a CFD works on page 168

SPREAD BETTING

Financial spread betting, available i the UK and Ireland, 15 a
tax-free® alternative to trading, enabling chents to bet on the
price movement of an asset Like a CFD, it enables chents to
capitalise on changes in an asset’s price without owning the asset
itself The size of a chent’s win or loss depends on the magnitude
and direction of the pnice movement

P We are the UK’ largest and longest-running spread
betung provider®
1 We hold 44% of the UK financial spread betting market®

We explain how spread betting works on page 170

NADEX

Nadex 15 our US derivatives exchange, enabhng US and
overseas mvestors to trade options on global financial markets in
retail-sized contracts
The main product we offer 1s the binary option, which provides
a flexible way for chents 1o trade with himited nisk, although the
spread product, also imited nsk, 1s becoming mere pepular
# Nadex 1s the first and largest US-based

retarl-onented exchange

8 The busmness has seen a two-year compound growth of 89%
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WEALTH MANAGEMENT

¢ The building block of our new weatth management offenng
+ 15 the exchange traded fund (ETF) - a passwe investment ‘
vehicle that 1s rapidly increasing 1n populanty and becoming

© much more mainstream in the UK and Europe, following a

! pattern set by the US .

140d3Y DIDILVHIS

1 Onits own, an ETF gives clients a low-fee way of tracking !
an index geography or a sector Becawse ETFs rrade on
recogrised exchanges, clients can do this through the share
dealing platform We will be enabling clhients in the UK

to choogse from a range of model ETF-based investment

| portfofios with different nisk profifes These portfolios are

t constructed and regularly rebalanced by the IG Investments
v portfoho team Chents benefit from 1G's world-class

’ technology, execution and customer service, combimed with
r BlackRock’s market-leading expertise in asset allocation We

e e e

believe our offenng 1s extremely well placed to challenge
the traditional high-fee approach to wealth management,

{ and wll provide investors with a low-cost, transparent and ;
} flexible solutron
I

LYOdTH IONVYNYIAOD JIVHOLHOD

BINARIES ‘] We consider the wealth management sector ta be a \
Our pioneening binary contracts are based on a single question significant long-term opportunity, and our marketing :
‘will the underlying market behave in a specific way before the intatives will include educational programmes to continue
contract expires?” Clients use their knowledge of the markets to | rasing awareness and understanding of ETFs within : L
decide whether the answer will be yes or no ’ the market f - ﬂ
Binary contracts are unrestricted by low volatiity, gving chents the | 8 The ETF market 1s currently growing at . £
apportunity to trade in even the flattest markets They are also 2 | argund 18% per annum S
hmited-nisk product, where the maximum potential gain or loss * B BlackRock 15 the world's largest ETF prowider, with . >
15 known at the outset Our binary offening also includes ‘sprint 1 over 760 exchange traded products (ETPs) isted . r.:.
markets' — short-term, fixed-risk trades i on exchanges worldwide and over 36% market , g
This product forms a key part of our ongoing strategy to provide a share globally Z
range of services for clients throughout their idetime . - g
£ Our binanes have seen a CAGR of 34% aver the past } ' @ E
three years 1 BUILT s Sh a . i %
¥ Binaries now represent 11% of our averall revenue, up from WITH 1 reS J
9% in the prior year by BLACKROCK® {
SHARE DEALING, ISAs AND SIPPs e
Our online, execution-only share dealing service 15 powered by g r
the same market-leading technology as our spread betting and m
CFD services Clients have access to live, streammg prices snd & o
transparent execution process, as well as a cost-effective way to A
trade international equities At the start of 2016, we reduced and E
simplified our charging structure to give clients even better value (o]
for money We also allow clients to use their stock portfolio as §
collateral to initiate leveraged trading, and those chents who use m

both products benefit from lower, preferential fees on thew share
dealing account Following the recent launch of SIPPs in the UK,
we believe we now have a market-leading proposition

Share dealing 1s an important part of our product offering in the
UK and will become so soon in Australia, two countrnies where we
are market leaders for leveraged trading, and 1t offers us a new
and exciting route to growth We alsa launched the service in
Germany, the Netherlands, Austna and Ireland, but the main thrust
in these countnies remains developing our leveraged market share

1 The market in the UK for online, execution-only stockbroking 1s
around ten tmes the size of the market for leveraged products

0 Around 70% of chents opeming share dealing accaunts are
new to 1G, and around 15% of these clients have subsequently
started using our leveraged products

5l S S ot S i ] 3
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OUR CLIENTS AND BUSINESS MODEL

OUR CLIENTS

RETAIL CLIENTS

Our core focus continues to be the active
trader - a knowledgeable, demanding
and valuable chent who expects highly
sophisticated technology and uses it
frequently, often placing large trades
However, investment requirements
and appetne for nsk can change over
time, affected by factors such as family
or financial commrments or the need
to plan for retirement, and this offers
us the opportunity to broaden our
product set 1o also appeal 1o relatively
sophisticated investors

Qur 42-year herntage and integnty has
developed our brand strength to 2 pont
where we have sufficient credibility to
broaden our range of products in the

UK and Austrabia into stockbroking and
mvestment portfolios, including I1SAs and
SIPPs By doing so, we wilf be able to
deepen and lengthen our relationship
with our chents by catenng for ther
evolving needs

CLENT ACQUISITION

Acquinng a new client begins with a highly targeted global marketing effort, with

offine acuvity managed locally by each office and our increasingly sophisticated onhine
marketing effort controlled from reguonal hubs By using an algonthmic approach, and
continuously testing this through a feedback loop, we are able to determine which
advertising and search terms have been most valuable for chent recruitment m each country
Thus enables us to reach larger numbers of the nght prospects more efficiently

As well as marketing our products directly, we prowide a number of education, news and
analysis services which encourage people to engage with IG and learn about our products
These include the iearn spreadbetting website and IG Academy app, launched this year,

as well as the IG Live TV channel and a suite of YouTube videos These assets reinforce our
commitment to transparency, ensuring our new and existing chents are well informed about
our services

THE CONVERSION JOURNEY

QOnce 3 prospect has decided to become an |G client, our focus shifts to ensuring the
journey 15 as smooth as possible, remowving any obstacles or areas of fnction, while ensuring
we camply fully with all sur regulatary requirements

Thus nwolves constantly teratng online and mobile apphcation forms in respanse to

clrent progress rates We are also making better use of electronic verfication methods

that check a client’s identrty agamst government data in real-time, where available This is
dramatically shortening the typical imescale to open an account in countries where the
faciiny esusts, cuting 1 from three days to within the same day in Germany and Austna, for
example For occasions when further secunty checks are stll required, we have introduced a
new way for chents to quickly upload photographs of therr documents from their phone or
computer to our website

We currently have 152,600 active clients around the world, and
the majority of these engage directly with us.

INSTITUTIONAL CLIENTS

IG also provides a number of services

to corporate entities These range from
purely supplying price feeds to operating
full white-labe) platiorms Accounting for
8% of our revenue, the insttutwnal sector
15 a significant part of our business, but

1s currently significantly smaller than our
strong retall division However, it 1s an
area where we have the potental to grow
without any substantial increase in our
cost base

INTRODUCED BUSINESS

The mainstay of our institutianal division has historcally been introduced business In

this case our clients are regulated entiies who do not have their own front-end offering
and want to take advantage of our award-winning dealing technology and expertise
They introduce therr chients 4o us and we handle all trading actmity and prowide back-end
support The introducer manages the clent relationship

We can also provide a white-labelled version of our platform with the client’s own branding
This enables clients to integrate our trading facilities seamlessty with thetr other services and
marntan consistency throughout their marketing assets

DIRECT INSTITUTIONS

Increasingly, small asset managers, hedge funds, broker dealers and compeutors lack
sufficrent scale to gain direct access to the major hedging counterparties Balance-sheet
constraints have recently forced banks who might previcusly have offered a source of
haquidry for these clients to withdraw from the market 1G is taking advantage of th
growing segment of the market by taking on these chents and prowding them with a forumn
to trade This business 1s profitable and growing

We carefully assess the nsk and potential returns from each client and only partner

with reputable institutions that are committed to the same ngorous standards of regulatory
compliance as ourselves, and that fit our nsk profile We usually provide a pnce feed to

the client’s own platform or offer the facility to connect to us via a direct API (applhcation
programming interface), with the clhient paying spread or commussion depending on

what they trade This enables clients to fully integrate therr trading strategies with the IG
infrastructure via their own front end or a number of third-party selutions



BUSNESS :

CLIENT JOURNEY

.-
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1 2 3
DISCOVERING IG VIA QUR BECOMING A i ACCESSING FINANCIAL
CAREFULLY TARGETED CLIENT QUICKLY MARKETS THROUGH A
MARKETING | AND EASILY ~ SUITE OF PRODUCTS FOR
! CHANGING NEEDS
1 Optimised global 1 Full comphance with FCA and 1 Spread betting
online acquisition other regulators’ requirements { I CFDs
1 Transparent, targeted advertising B Fast, smooth apphcation process 1 Binanes
1 Accessible educational tools 1 Electronic ID venfication i 1 Share dealing
1 Market news and expert msight B Secure, simple document upload ! 1 ISAs
, 1 SiPPs
} ) ETF portfolios

HOW WE ADD VALUE

BRAND STRENGTH

8 < v rrrechan - L,

1 Global leader 1n onhine trading

1 Reputation for authonty VoL
and integnty

1 42-year hentage

I Robust balance sheet

Access to over 10,000 markets

TECHNOLOGY EXPERT SERVICE

AND INNOVATION

1 Industry-leading apps,
charts and tools

B High-calibre client service staff
L Dedicated 24h telephone support

Secure, stable platform 1 Sophisticated interaction-

4—2—-\7—EIE-S . management system

Fast, rehable execution

Products designed in response
to chent feedback

Continuous improvement

Responsive to chent needs

HOW WE GENERATE REVENUE

Our prncipal revenue sources on our core leveraged products are the dealing spreads or commussion charges we apply to each
transaction, according to the asset and product type being traded net of our hedging costs As dhients are trading on margin, we also
levy a finanaing charge for positions held overmight Our share dealing offer charges a flat fee commission per trade in UK shares

We derve our earmings from the volume of our chents’ dealing transactions, which 1s influenced by the level of activity in the underlying
financial markets. Since our chents can choose to ‘buy’ or 'sell’, dealing volumes can be mantained, and we are able 1o profit,
irespective of the direction in which markets are moving

Our centralised operating mode! enables us to consolidate the market nsk associated with chent trades from around the globe, which
lessens our requirement to hedge, due to the net impact of clients buying and selling the same asset, and s& reduces nisk and cost

R S RS SLL)
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OUR PEOPLE

Our people are the hifeblood of the service we deliver to our clients Their skills and
passion drive our success In all aspects of our business, from designing and building
innovative products and cutting-edge platforms to handling client quenes professionally

and resolving 1ssues

OUR VALUES

Hallmark quality
1 Passion for progress
i Transparency in dealing

B Meritocratic opportunity

Qur success 1s founded on offening unparalleled access to financial
markets, through market-leading platforms, tools, products and
services, and presenting them with absolute clarity and integnty
We take extremely senously our responsibility to ensure that
chenis fully understand the technrcal nuances and the potential
nsks as well as the rewards of our products

By focusing on quality, transparency and fairness, we are able
to build lang-term relationships with the people who use our
services We contnually seek ways to further assist and engage
with current or prospective clients

We recognise that the strength of our team 15 pivotal in forging
rewarcding, enduning relatonstups with our clients, and we

are committed to recruiting the night talent and providing the
best environment, culture, traming and suppont for our people
to flourish

In 2016, IG was recognised as one of Britain'’s Top Employers
for the ninth year running This 1s testament to our positive
workplace culure

The Top Employer certification 15 awarded only to organisations
that meet the highest standards in human resource management,
and we are very proud to be a long-standing recipient The
award, by the Corporate Research Foundation, 1s based on

a strong performance in each of the audited categones pay

and benefits, traming and development, corporate culture and
carcer development

'ro b | uNITED
KINGDOM

EMPLOYER ] 2015

CEHTHIEQ EXCELLY MPLIYEE CONDHIONS

OUR PEOPLE STRATEGY

To ensure that we have the nght people in place at every level
of the orgarmisation, with the night skills and in the night locations,
we have developed a five-year strategy This encompasses
recrurtment, training, career development and retention

The strategy 15 in its first year, but is already yielding srigrificant
benefits

PEOPLE

STRATEGY

I We are a global employer
with people in 17 countries

f We employ over 1,400 staff

¥ Over 90% of employees feel
that there is a strong sense
of teamwork and cooperation
in IG

I We have been certified
as one of Britain’s Top
Employers for nine
consecutive years

1G Groue Holdings ole Anwal Report 2014
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Our goal is to align people with the overall organisational

structure more effectively.

CLARITY AND MEASUREMENT

We have established mechanisms 1o collect data that will help us
manage our people more effectively, and to communicate that
data in clearer, more meaningful ways

For example, following the analysis of our attrition data, we were
able to adjust some salanes to ensure our offer was attractive

in the market In addition, we adjusted our performance
evaluation process to align peaple more closely with business
and personal performance KPls and provide more regular,
meamingful feedback

‘Our team in Krakow is
selected from the local
pools of talent, and we’ve
grown rapidly to become a
key resource supporting the
global business.’

PERFORMANCE AND REWARD

Our goal 1s to align people with the overall ergamsational structure
more effectively This involves ensunng that we have the nght

staff, in the best department structure and the optimum locauons,
1o deliver the levels of product quality and customer service our
clients demand

During the year, therefore, we have determined the five key pillars
for our business syccess

1 Chents
Delvery
Returns
Control
People

We have aligned the argamisation to these pillars, with clear
executive-level accountabiity We have also begun to expand our
teams in Bangalore and Krakow to take advantage of local pools
of talent, creating centralised hubs of expertise in IT, marketing
and chent service to support the global business

In order to attract and retain the nght people, we offer a
competitive reward package to recognise performance and
encourage our key talent to be part of our future We believe that
working together as a tearm s vital to our global success

Therefore, as well as offering a market-related salary structure

that i regularly benchmarked, we include the majonty of our
employees in a group bonus scheme Bonus levels are nked to
the financial success and ongoing stability of IG, and are based on
both company and indwidual performance, as discussed during
the annual appraisal process Bonuses are distnbuted at the end of
each financial year

The remainder of our employees who are not part of the main
bonus scheme are ncluded in specdic sales-related bonus
schemes We also reward our high-potential employees through
long-term incentive plans

We offer our employees in the UK, Austraiia and the US

the chance to share in our suceess wia our tax-advantaged
share-purchase schemes An average of 37% of eligible employees
took part in our share plans in 2016

To complement these direct financial rewards, this year we are
also ntroducing flexible benefits across the UK

TALENT AND GROWTH

Having recruted good people, we also invest in them by ensunng
that they have the appropnate training and gain the expenence
required to perform thewr jobs effectively and help detiver the
Group's strategy and business plan Staff at all levels and in

all functions across IG are supported and developed through
effective apprasal reviews and career planning sessrons

Our newly introduced people strategy will ensure that in-house
coaching expertise and mentoring supports our employees at all
stages of their career, from induction to role transition, gairung
techmcal knowledge and building Jeadership skills

As an international company, we are also able to offer overseas
development epportunities for selected individuals

1G Group Holdings ole Arnual Repo 1 20°6
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OUR PEOPLE conminuep

This year we recogmised the increasing need to introduce a more
transparent and formal succession-planning process This 1s both
for the benefit of employees, making our people fully aware of
the career opportunities avaitable to them, and also to ensure
continurty for the business when a key member of our team
moves on

‘When the opportunity for

a secondment to London

came up, | was excited and

the decision was easy. The
experience and knowledge I've
gained during my secondment
are invaluable for my personal
and professional development.’

Hu Shan Beh
Group Accountant
Finance {on secondment from Melbourne)

We continue 1o support our managers in therr career progression
with our Inspirational Development programme, which focuses
on the outcomes of 360° feedback and the behaviours associated
with generating tugh performance Al of our strategic and senior
management team attend at least one structured programme,
and our more junior managers attend a Transition to Leadership
progiramme, which specifically targets the process of developing
from a technical specialist to a leader of people

WORKING ENVIRONMENT

FLEXIBLE WORKING

We believe that a wibrant, dynamit yet supporive culture 15
central to employee engagement We aim to provide the night
environment for our employees te thrive so they can give therr
best performance

This year we will maniest this in major updates to the physical
office faciities and our working practices, introducing a hot-desk
system With laptops replacing fixed desktop devices, our people
will enjoy a new flexibiity to work in different project teams, at the
office or remotely, accarding to therr needs and preferences

EMPLOYEE FEEDBACK

We beleve that understanding our employees’ perceptions,
matvations or concerns and gathering theur feedback is crucial to
help us formulate our people strategy and decide which employee
engagement imitiatives 1o take forward, so this year we agamn
partnered with IBM to deliver our employee engagement survey,
and were delighted to achieve an 89% response rate

Highhghts include the finding that over 90% of our employees

feel that there 15 excellent cooperation and a strong sense of
teamwork within their depariments They also report thet 1G shows
a strong commitment to ethical business conduct, that managers
treat their tearns with respect and that the sentor leadership team
15 commutied to providing high-quality products and services

to chents

L S L . e ]
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In terms of development areas, we still have more to do in clearly
setting out career structures and advancement opportunities, and
i mproving reward and recogniton

Qur HR team has used the insights provided by the survey to
develop our new people strategy, which we beheve will address the
areas where improvement 15 needed

EQUALITY AND DIVERSITY

We maintain our commitment to equahty and diverstty, recognising
that a broad workforce 1s fundamental to our business We
welcome indwiduals who bring different approaches, perspectives
and ideas By challenging customs and encouraging creativity,
these people can support the business in successfully achieving

its goals

Commercially and for every other best-practice reason, we are an
equal-opporturinies employer We strongly behieve that to succeed
as a global business, we need to make the most of the potential

of the workforce in every country where we operate We have
extensve human resource policies in place to ensure that we attract
the nght people, and that those who jom us can develop without
expenencing discrimination or harassment We continuously
reinforce the need to treat all employees farly, working to create
an envirenment free from bullying, where people of all grades or
positions enjoy dignity and respect

We fully consider and encourage applications for employment
from disabled persans with aptitudes and abidities i hne with
our requirements Where existing employees become disabled,
temporanly or permanently, our policy is to provide continutng
employment wherever practicable in the same or an alternative
position Approprate training and/or graduated back-to-work
programmes, in cenjunction with the occupational health
professionals, help achieve this am

WELLBEING AND SAFETY

We are fully committed to our employees’ health and wellbeing,
providing private medical cover, permanent health insurance and
hte assurance as benefits for all staff To help our people enjoy
healthy lfestyles, our flexible benefits include reduced-prce

gym membership We also offer savings on bicycles under the
government-backed cycle-to-work intiative, as well as providing
free-of-charge bicycle parking at aur London office A confidential
employee-assistance programme 1s available to all our Head Office
employees and therr mmediate families, offering a 24/7 telephone
counselling service for impartial adwvice an all matters, from housing
to personal finance

We are commutted to offering each employee a safe and healthy
working environment By providing key members of staff with
the relevant external training, and all other staff with appropriate
in-house training, we ensure that we comply with all statutory
health and safety requirements

COMMUNICATION

To recrunt the talent we need, it is ywportant for us 10 project the
nght messages about who we are and what we stand for as a
busmess These messages must also be clear and accurate, to
ensure we set the night expectations for our new joners We are
constantly evaluating perceptions of IG as an employer, looking at
ways to communicate more effectively with our present and future
staff i the different countnes where we operate

lninatves have included the launch of a new, improved intranet and
the appointment of company-wide ‘engagement champions’ who
can facilitate two-way communication between staff and the human
resources and senior management tearns
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in terms of gender, our warkforce 1s made up as follows at 31 May 2016

BOARD

FEMALE 2

MALE 5

PERCENTAGE FEMALE 29%
PERCENTAGE MALE 71%

TEAM MEMBERS
FEMALE 368

MALE 928

PERCENTAGE FEMALE 28%
PERCENTAGE MALE 72%

SENIOR LEADERSHIP

TEAM TOTAL

FEMALE 3 FEMALE 390

MALE 17 :‘EZL;ELT:GE FEMALE 28%
PERCENTAGE FEMALE 15% PERCENTAGE MALE 72%
PERCENTAGE MALE 85%

SENIOR
MANAGEMENT TEAM

FEMALE 17

MALE 68

PERCENTAGE FEMALE 19%
PERCENTAGE MALE 81%

COMMUNITY ENGAGEMENT

We are keen to encourage our people to engage in activities

that both help their own development and contribute to local
communities, 50 we are proud to support a wide vanety of chanties
that are close to our employees’ hearts We match any funds our
employees have raised for sponsored events

To make the most of chartable donations, we continue to work
with the Chanties Aid Foundaton, allowing our employees to
operate a charty fund and make contnbutions to selected chanties
from gross earnings, directly from theirr monthly pay Not only do
we support charities with gifts of money, but also by providing
tme and resources Our absence-management policy offers the
opportunity for our people to take up voluntary work, for which we
grant addimonal leave on a like-forlike basis up to a maximum of
five matched days per annual leave year

e JU—

‘Joining IG as a developer, | didn't
‘see'my leadership potential. I've
been empowered and given training,
mentoring and support and now | '
head a software engineering team. i
¢

PR,

IG helped me grow in my career.’

Lidia Oosthuizen _ B ' N 4
Technical team iead
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OUR STRATEGIC OBJECTIVES

OBJECTIVE

~&i

&
N

I O

ADDRESS THE NEEDS OF ACTIVE
TRADERS AND SOPHISTICATED
INVESTORS

Our goal 1s to buld lasting, valuable relationships with
our chents Having previously targeted actve traders,
whao are attractive because they tend to deal frequently
and n farge sizes, we have now widened our product
range to appeal addiionally to sophisticated investors
These clents select providers who offer the best 1ools
and products and the highest standards of mtegnty to
manage therr long-term finances |G 15 ideally positioned
to fulfil their needs, and so to enhance client loyalty end
improve retentian

ACHIEVE, MAINTAIN OR EXTEND
LEADERSHIP IN OUR CHOSEN
MARKETS

Our market leadership in CFDs and spread betting
reflects the unrvalled service, products and platform
technology we provide We will continue to strengthen
our position in these core products, while also creating
competitive new offerings in the stockbroking and wealth
management fields These mitiatives will be founded

on our existing strengths — cutting-edge technology,
transparency, Integrity and expert chent service ~ helping
to dnve the long-term profitability of our business

STRENGTHEN OUR
GLOBAL REACH

Having instally executed our international expansion

by establishing a network of local offices, we are now

in 3 posibon where we can also grow the footprint of
our business without the need for a physical presence
n each new country The strength of our single, global
brand, combined with our expertise in onhine marketing
techniques, enabiles us to expand across borders and
recrurt new clients in a highly cost-effective way

DELIVER QUALITY SERVICE TO
OUR CLIENTS

By maintainng absolute integnty, dehvenng excellent
customer service and fast and reliable execution with
transparent pricing, we sirive to make our chents feel
secure and confident in trading with us This results in a
longer, more mutually profitable relationship

SUSTAIN OUR TECHNOLOGY
LEADERSHIP

The market-leading functionahty, speed and secunty

of our platform and its proven resihence are essential

to maintaining client satisfaction, enhancing client
acquisition and retention We will continue to nvest in
our core online platform to stay at the forefront of the
market, while alse focusing on improving the functionahty
we offer on mobile dewices

Vo G owe Hod nes ~e An el Repurt 27 6

PR[ORITIES FOR 2016/2017,

Launch new self-directed wealth management platform
with a suite of model ETF portfolios, in partnership
with BlackRack

Launch completely new trading platform, with
technology developed to place us at the foreiront of
the industry

Focus on continued improvements to our educational
offering, iIncluding an extensive new suite of concise
video guides

Continve to recruit clients and grow revenue in share
dealing, as well as promoting our leveraged and
other products

Further enhance the applhcation process to maximise
completion rates

Continue to develop our newly opened operations n
Swrtzerland and Dubai, both of which performed above
our expectations

Continue to launch further localised websites focused on
new client acquisition

Further improve and personalise our service to chents,
taking a more proactive approach based on data and
alerts from our contact management tool

Improve the efficiency of payments in and out of chent
accounts, including introducing more payment methods
and working to smooth issues with local banking
procedures and regulations in certan terntornes

Create a new charting team to cover Europe

Benchmark our customer support against companes
mn other sectors, vta membership of the Institute of
Customer Service

Launch our new trading platform and continue to
introduce further enhancements

Invest further resources to reduce the timescale between
account apphcation and trading

Introduce further improvements in charting,
personalisation and functionality for mobxle apps

Launch new market movement service, alerting clients to
specrfied behawiour patterns in markets on their watchlist




PROGRESS IN 2015/2016

a

S S

=

¥ Successfully re-launched online share dealing 70% of clients are new to IG and around
15% subsequently begin trading leveraged products

B Further refined our share dealing service to focus on both price and product leadership

¥ Expanded our shares service to include a SIPP account

t  Leunched |G Academy app, an educational tool for potential new customers, receming
five-star ratings across Apple and Android app stores

1 Launched learn spreadbetting, an educational website covening the essentials a new

spread bettor needs to know

3 Launched five additional speciahsed websites offering tarlored content on subjects
such as forex trading and spread betting

1 Developed Imited-nsk accounts for clients requinng a greater degree of protection

launching in July 2016

1 Continued to lead the CFD market in Australia

B Created a smoother, faster account-opening process for new applicants, including
elecromc 1D verficauon and easy document upload, resuting in a 42% uplift in

number of opened accounts

1 Mamntained our posmon as UK market leader for CFDs and spread bettlng

I Launched an addrtlonal five new localised websites for chent acquisition
¢ Rolled out share dealing platform to Australia in July 2016
1 Focused on growing the profitabilty of Swizerland and Dubar

I Intreduced new nteractive contact management system, delivenng each of the 240

interactions we receve every hour to the nght chent service representative, in the nght

lacauon, to handle it most effectvely

I Saw anincrease in Live Chat conversations from 2,000 to 7,000 per month
3 Created a new technrcal support team for charting in APAC, providing
around-the-clock service in combination with London

¥ Launched an online peer-to-peer support community, which now has 3,000 members
and recewves over 30,000 views each month

1 Trained our client service team in relationship management skills and focused on
recruting new staff who display talent in this area
U Empowered our chent service stalf to make appropriate concessions when handling

dient 1ssues and complaints

}
!

¥ Developed new online trading platform, now undergoing final testing
¥ Partally rolled out My IG accoum dashboard in the UK, with more than 4,000 dients

now logging in daily

1 Launched IG Academy educational app on Phone and Andrord devices, the first ime
we have designed content imtially for the mobile environment only

1 Enhanced our mobile platform with the introduction of an economic calendar, Signal
Centre and a major market moves alent service, as well as improved charing

3 Redesigned the account application process with the introduction of electronic ID

venfication and decument upload tools
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KPIs (SEE PAGE 28) "

REVENUE
' REVENUE PER CLIENT
jACTIVE CLIENTS
PROFIT BEFORE TAX

t
DILUTED EARNINGS
. PER SHARE

' CASH GENERATION
. DIVIDEND PER SHARE
' PLATFORM UPTIME

NET PROMOTER SCORE
l
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[l KEY RISKS {SEE PAGE 44)
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REGULATORY
OPERATIONAL AND IT
MARKET

| CREDIT

| COMPETITOR

| LQUIDITY

| conpUCT
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OUR OPERATIONAL
STRATEGY IN ACTION

In the Chief Executive Officer’s Review we discussed the three
key levers that would enable us to grow the business and
achieve our prionties, both in 2017 and going forward

1 PRODUCT DIVERSIFICATION
8§ GEOGRAPHIC DEVELOPMENT

§ MAXIMISING
THE CURRENT OPPORTUNITY

In this section we will lighlight seme examples of this work in
action, to give a feel for the progress we are making, as well as
new mitiatives that we have undertaken

‘The online share dealing
market represented a
huge opportunity for

us with around 1 million
potential clients in the
UK alone, compared with
less than 100,000 for
leveraged products.’

lan Peacoci
Head of UK and Ireland

COMMISSION-FREE
INVESTING IN OUR ISA

Buy and sell axchal aded funds (ETFs) for frae uniil 30 April 2016

il

INVEST IN ETFs COMMISSION -‘:'
FREE WITH OQUR ISA B

Buy ait seb michonge tradded furly [ETFS) w th er cammncs und 3044 2014

'
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PRODUCT DIVERSIFICATION
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SHARE DEALING, 15As, SIPPs AND WEALTH MANAGEMENT

In September 2014 we taunched our execution-only
stockbroking service in the UK and Ireland, later extending it
to the Metherlands, Germany and Austna This was our first
significant diversification from leveraged trading and 3 key
part of our strategy to breaden our product range and reach a
new, larger audience in the countnes where we were already
market leaders

The launch was a qualified success with 70% of the clients
signing up for the service being new 10 IG and approximately
15% of those, for whom 1t was appropnate, then gong on to
trade using leveraged products It also proved that IG was
capable of marketing its products to a more mainstream,
potentially less active client group Despite these encouraging
aspects the number of new chents and therefore the revenue
generated was lower than had been antoipated

Therefare, earlier this year lan Peacock, Head of UK and lreland,
and his team worked on reviewing the strategy

‘We are very clear that the online share dealing market
represented a significant opportunity for us with around

one million users of this product in the UK alone, compared
with less than 100,000 for leveraged products So | knew if we
could get the offer nght, the pnze was to open up the entire
1G offenng to a far farger chent base But we weren't achieving
the volurmme of chients and trades that we had expected We
therefore conducted a fundamentsl review of the strategy,
centered on chent feedback *

This feedback showed that the product was very popular
among chents, with a platform that, thanks to IG's core
technological competence, was seen as industry leading
However, it was only possible to understand the superionty
of the platform by using it, and our price offening wasn't
compeliing encugh to encourage people to switch from
their current provider and expenence it As a result we were
acquinng fewer chents than we had forecast

lan Peacock

"We realised farrly quickly that, given the mportance of being
able to offer the broader product set to this new market, our
strategy would be best served by focusing on acquinng clients
through a combination of both product and price leadership *

We also reviewed our regional plan, and decided that,

rather than introducing the product m all countnies where

we offer spread betung or CFDs, 1t would be better

to focus on the UK and Australia Here we are already
recognised as the market leader in leveraged products, and

our stockbroking offening would act as a platform play to roll
out our full product set We would then have the opportumty to
offer the product in other regions once we had achieved market
leadership in leveraged products there

We therefore re-launched the preduct in March of this year in

the UK, under the name of share dealing, and had the iniial
launch in Australia in July

lan again

“We now have one of the strongest offenngs in the market
from a product and price point of view Early signs are that the
improved price positioning 15 2 success

We now have the opportunity to offer further products on the
back of aur improved market position, with our ISA praduct
tnpling its number of clients against this time last year in the
critically important March and Aprd time period, We have
also launched a new SIPP offering in the UX durning May this
year And although 1t is early days, the imitial signs are that the
uptake 15 positive

Our next step 1s to extend into self-directed investment
products with |G Investments due to be launched this year
Wealth management 1s 3 market that 1s npe for disruption
and we will seek to achieve this through the strength of

our technology, coupled with a fow and transparent pncing
structure We have therefore entered into a partnership with
BlackRock, the largest exchange traded products (ETPs)
prowder in the waorld at 36% market share BlackRock 15
creating a suite of model portfolios specifically for IG clients,
with a range of risk profiles

Commenting on this, lan said

The launch of our portfolio-based investment preducts is

the logical next extension from our share dealing, ISA and

SIPP offerings Together, BlackRock and 1G will have an
investment proposition where IG provides the technalogy, the
execution and the retail product, while BlackRock provides the
asset-allocation expertise to create the nght portfolios surted to
our clients’ needs

lar: ended by saying

'l am confident our product will evolve to turther strengthen IG's
posivon at the forefront of innovation in the trading, investing
and wealth management space

‘We now have one of the
strongest offerings in the
market from a product
point of view. Early signs
are that the improved price
positioning is a success.’
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OUR OPERATIONAL
STRATEGY IN ACTION GEOGRAPHIC DEVELOPMENT

CONTINUED ONUNE MARKETING

Until relatively recently, each IG regron and office had its own
marketing budget that was spent locally This actrvity was driven
by regional marketing depaniments and provided us with limited
abulity to determine which campaigns had been most effective

Matthew Elliott 0

Head of Online Operations
Tal) AV

¢ In 2013, we established our umified global IG brand, acquiring

1 the IG com deman This pivotal event gave us the framework to

The nQEd to manage ‘ consolidate our global web trafiic through a single route in order

: H H to focus on onhne leadershnp — something that s increasingly
onhne marketlng mna | important for acquinng, educating and providing # high level of
more streamhned fashlon' ! service for ehents in our industry
. o Matthew Elliott, Head of Online Operations, and his team played
to become more eﬁIC|ent, I a key role in implementing a new approach to online marketing at
I

Catalyst 'Or us to . e explaing
e need to manage online marketing in a more streamiined

ce ntralise sp end .’ | fashion, to become more efficient, was the catalyst for us 1o

centralise spend At the same time we also invested n building
our search engine optimisation (SEQ} capability and pooled our
paid search budgets under the oversight of a new team

2 —
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'The effect of every

action we take now needs
: to be measurable, to inform
future spend. The impact
of non-digital advertising
: is, unfortunately, almost
impossible to measure.
J It therefore plays a very
limited role in our activity.’

Using this centralised, in-house marketing team and an algonthmic
approach enables us to deploy our marketing spend in the most
efficient way globally We are able to react immediately to world
events, creating campaigns rapidly and rolling them out 1o every
relevant reqion, with local adjustments if necessary Algonthms
and tests determine the performance of different keywords and
adverusing creatives in each country, and then the markeung

team can direct resources rapidly to those that have proved most
effective locally

Having a centralised team means we have also buikt a centre
of excellence, which allows us to attract and retain great

' talent, in turn helping us to keep improving and innovating in
: digital marketing

5 We have also been particularly successful n SEO and now

rank increasingly well in the majonty of our local markets for the
key words that define the industry

L D et iend
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Matthew comments

‘We spend our tirme constantly testing different creatives to see
what works We focus on the customer’ journey to the point
where they sign up for an 1G account We get the feedback fast
and can respond almost instantly

'As our online capability has improved, we have had the
confidence to spend mare on acquinng customers, because we
have a very clear idea of the timescale 1n which our investment
pays back *

This has dniven a move away from non-dhgrtal advertising, with
only 35% of IG's total marketing spend being used for

this medium

Matthew explams

‘The effect of every action we take now needs to be
measurable, to inform future spend The impact of
non-cigital advertising 15, unfortunately, almost impossible 1o
measure It therefore plays a very imited role n our actisaty '

The development of our crogs-border online marketing and
SEQ skills has also enabled us to attract clients in regions
where we may not have a physical presence As a result, we
can now operate far more efficiently and cost-effectively across
borders, through being excellent online This promises to bring
significant cost advantages going forward

Looeoo o . - e U, e e
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OUR OPERATIONAL
STRATEGY IN ACTION

CONTINUED
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MAXIMISING THE
CURRENT OPPORTUNITY

CLIENT ONBOARDING AND
BETTER CONVERSION

‘Our focus has been on
removing obstacles to
account opening - creating a
better experience for clients
and consequently getting
more of them, faster through
the process.’

During the past year, one of 1G's key pronties has been to speed
up the process between a new chient deciding to create an
account and funding the account and trading

Elaine Fahy, Intenm Head of Onboarding Operations, and her
team have been instrumental in driving the project

'Cur focus has been on removing obstacles to account opening
- treating a better expenence for chents and consequently getung
more of thern, faster through the process *

The team has made great progress in the year For example,
building on the proven success of aur electromic 1D (elD}
verification processes in the UK and Australia, we have also
ntroduced solutions in Germany, Austna, the Netherlands,
Belgium, China and Hong Kong this year The elD provider checks
information such as name, date of birth and address to see of

they match vanous data sets This delwers significant benefits for
chents as they can get through the application i real-ime, greatly
reducing the waiting penod before they can use their account
There 15 also no need for IG personnel to manually chase follow-up
information and approve applications

-

1G Grouo Maid ngs olc Anvual Repor: 2014



Elame commented

Thanks to elD verrfication, |G has seen a significant reduction in
the tme period between application and account opening — for
example from three days to same day in Germany and Austria
This makes a huge difference to the expenience for our chents and
INCreases our conversion rate *

Where the elD prowvider has questioned an element of the client's
application, we have ntroduced restneted accounts where funds
cannot be withdrawn This means we can open an account with
restricted conditions with the proviso that the chent provides the
missing prece of identification within 30 days If the mformation 1s
not forthcoming in that tmescale then we deactivate the account

Where further wfarmation is needed to venfy a chent's identy,
we have facilitated this process by introducing a secure
document-upload service Chents can photograph the required
decuments and upload them securely via a mobile device directly
through cur trading platform Elaine explained

"We are crtically evaluating every possible bottleneck in the
applicaticn process and seeking to remove it So, for example,

we have a new application form in the UK and Germany, where
progress can be saved, so the chent can exit and then return later
and pick up where they left off And once the form s complete, we
have improved the journey to becorming an active trader by hinking
new chents directly through to our trading platform to explore the
markets, fund their account or upload any required documents,
depending on therr preference *

This chent focus has had some pleasing results with the number of
successful applications up 49%, the number of apen accounts up
42% and the number of first trades up 29% Elaine concluded

The hard statistical measures have been very encouraging but

we have zlso been dehghted with our progress aganst the softer
measures of success Chent sansfaction with the onboarding process
was 10% higher in the fatter two quarters of FY2014 than in the
previous quarters '

‘Thanks to elD verification, IG
has seen a significant reduction
in the time period between
application and account
opening - for example from
three days to same day in
Germany and Austria. This
makes a huge difference to the
experience for our clients and
increases our conversion rate.’
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NEW INITIATIVES
LIMITED-RISK ACCOUNTS AND TRADING

We take very senously our responsibility to help clients
understand the rnisk associated with trading and to provide
them with tools to manage this This 15 iImportant not only from
a regulatory perspective, but it also makes sound business
sense gwven our business model, it 15 in 1G's interest to develop
long relationships with chents, and those who are more
successful are hkely to stay with us over the long-term and
become more valuable

In July we are introducing a new type of account focused
particularly on clients who may have less expenence of our
products, who are less wealthy or who simply wish to take
on less nsk with each trade These hmited-nsk accounts are
set up so that the chent knows the maximum potential loss
at the outset and cannot lose more than they have on therr
account This will give clients total certainty on the potential
downside and enable them to feel more secure and more
confident to trade

Hawing a limited nisk account type means that we may be able
to attract additional chents who previously perceved the nsk to
be too high

In addition, for all account types we have introduced a new,
farrer way of charging for guaranteed stops

Matthew Brief, Head of Dealing, explains

‘We no longer charge 2 prermium when a chent adds a
guaranteed stop to a position — the charge only applies (f the
stop is tnggered This innovauon, along with a number of
reductions in our guaranteed stop premwums, means that IG
now offers the best value m the market for limited-nsk trading
on most major indices and FX paws

Together, our new hmited-nsk trading facilities enable mere
chents to enjoy peace of mind by putting an absolute ¢cap on
loss, potentially free of charge

IG Croup Holdings ple Arnual Report 20 6
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KEY PERFORMANCE INDICATORS (KPlIs)

We use nine key financial and operational
performance metrics, including the net
promoter score to the rnight, to measure
our performance and our progress against
the short-term and long-term goals of

the business

D The shaded ares indicates the undedying perdomance

Movement based on statutory figures with underlying movement included
N NATEUVE

R - <00 2}

FY15 £388.4m l|

"

£2,854 L|

FY16 ; ‘ £2,990

1:«5,100Jl

FY16 l 152,600

REVENUE

Revenue performance demanstrates business growth in terms of
global reach, range of products offered to clients, active clients
and revenue per client, and 1s also a driver of the staff bonus pool
Statutory revenue grew by 17% to £456 3 mullion, while on an
underlying basis this 1s up 14% The strong performance 15 driven
by a combination of improving results from our digital and mobile
marketing, supported by reasonable volatiity in the financial
markets and good returns from our investments in Switzerland,
Dubai and Nadex

REVENUE PER CLIENT

Revenue per chent 1s calculated as total revenue divided by the
number of active chents in the pened, and 15 a measure of both
client activity and quality On a statutory basis, revenue per ¢lient
15 4 8% higher than the prior year, while on an underlying basis it 1s
up 1 7% This was up across all regions

ACTIVE CLIENTS

Active clients are those clients who have apened at least one trade
in the period Active chents in 2016 are up 12% from 136,100 to
152,600, refiecting a record year for the onboarding of new chents
and frequent market events that provided opportunities for our
chents throughout the year

PROFIT BEFORE TAX (PBT)

PBT 15 up 23% on the prior years statutory results and up 7 6%
on an underlying basis, pnmanly driven by the strong revenue
performance A detalled commentary on our PBT performance
15 provided in the Operating and Financial Review section of
this report
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NET PROMOTER SCORE
(NPS)™

To better understand how well we
delver quality services to our chients,
we use NPS, as well as other measures
of satisfaction, to assess the extent of
chent recommendations Dunng 2014,
we improved our NPS scores in five out
of six markets that Investment Trends
measures and we continue to see
an upward trend 1n overall customer
satisfaction with |G as measured by our
own client surveys
(1} All NP5 data presented in this reportis pravnded

by Investmenit Trands Pty Lanted (please refer

to the Investor Resources secuon on page

179 for further detads) NPS s caloulated

by asking respondents  How Iikely are you

19 recommend this company to 8 foend ar

collrague? Respondents reply on a 0-10 scale

vath the final NPS caloulated as the percentage

of promozers (those answenng ¢ or 10} minus the
percentage of detractons (those answenng 0-6)

FY15

UK SPREAD BETTING

INDUSTRY INDUSTRY, .
. 16%
UK CFDs FRANCE

[T oo

FY15 £136.8m k‘

£197.9m
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DILUTED EARNINGS PER SHARE (DEPS)

DEPS includes all components of the Group’s performance based
on profitabibity and capital structure DEPS 15 a key measure in

the award and vesting of our executive and senior management
share plans This year, DEPS increased by 24% on a statutory

basts and 8 5% on an underlying basis, reflecting the growth n the
after-tax profitability

OWN FUNDS GENERATED FROM
OPERATIONS

High profit-to-cash conversion gives us strong hquidhty and
supports our robust nsk-management strategy and our dwidend
payment Maintaining a hugh level of cash generation, after the
required investment, 1s key to delivening strong shareholder
returns A detailed commentary on our own funds generated from
operations can be found in the Operating and Financial Review
section of this report

DIVIDEND PER SHARE

Shareholder returns are central to our strategy and reflect the
strength of our business, our capital posttion and our expectations
of future performance In line with the Board's previously stated
intention to an approximately 70% pay out, the Board has
recommended a final dwidend of 22 95 pence per share, resulting
mn a full-year dividend of 31 40 pence, up 12% on the pnor year

PLATFORM UPTIME

The avalability of the dezlng platform 15 key to our chents’
canfidence in trading with IG Our system uptime percentage 15
9% 99%, ahead of the 99 95% achieved in 2015 This 15 a record
for our annual performance i this area and testament to our
dedication and resiience
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BUSINESS CONDUCT AND SUSTAINABILITY

After over 40 years in business, we understand that sustainable long-term returns stem from
good conduct We seek to act with integrity towards our staff, our clients, our regulators
and the markets, maintaining a reputation for professionalism and ethical practice

SUSTAINABLE BUSINESS

Qur conduct as a business 1s driven by our values of hallmark
quality, passion for progress, transparency in dealing and
mentocratic opportunity These values have been an organic

and fundamental part of our historic growath and success However,
with growth comes the challenge of mamntaining that cuhure and
with it appropnate conduct For this reason, we dectded to define
our values clearly and communicate them to staff, gving our
people a strong framework and direction to help them realise our
overall vision In this way we have embedded sound corporate
conduct tn the culture of the business, so it 1s not simply a nisk or
regulatery requirement

Conduct undoubtedly represents a real nsk to all fiums wuthun the
financial industry and our chents For this reason we have actively
engaged in the agenda and developed a nsk management
strategy, entrenching various quantitative and qualiative
measures to Identfy, measure, manage and moniter conduct

nsk Our strategic inttiatives include producing maonthly Key Risk
Indicators {KRIs) and dashboards for conduct rnisk, with a rolling
plan of thematic conduct nsk reviews and formalsed conduct
consideration prior to project sign-off

tn this way we ensure effective commurication of the tone

from the top throughout the orgamsation We apply high
standards across our businesses, and specifically in our corporate
governance — as set out m the Corporate Governance Report
and the Directors’ Report in comphance with the UK Corporate
Governance Code The sections below demonstrate how we do
this in practice

COMMITMENT TO QUR CUSTOMERS

We aim o put our customers at the heart of everything we do,
and we strive to ensure that we understand our clients’ needs

and consistently delwer fair outcomes and positive expenences
We have a very low tolerance for poor consumer outcomes, and
we are committed 10 investing In process, training and culture to
prevent unsatisfactory customer experiences and to address root
causes where any pracuce falls short We mantain this policy even
when it may have a negative umpact on Qur OWn revenue or Costs

We ensure that commitment to our customers i1s embedded in
our culture and strategic inihiatives, and we regularly seek and
review feedback from our chents This enables us to develop our
products and services specifically to meet the needs of active
traders globally

Central to our comrnitment to our customers is the quality of our
order executton We now process 100% of active chent trades
automatically We never requote prices and, ovtside our set
margtn of tolerance, our mnovative price-improvement technology
enables customers to receive a better pnice if one becomes
available as a trade s executed
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CLIENT SUPPORT AND EDUCATION

We provide extensive educational resources for our chents,
ncluding an introduction programme that promotes responsible
tracdkng, an interactive educational app and a wide range of
sermunars and webinars We continually look to keep this content
engaging and targeted towards our clients’ needs

Based on chent feedback, and following the launch of our
n-house TV studio m 2014, we increased the amount of onginal
video content we supply for this purpose Clients can now get
Instant access to expert tutonals, which cover everything from
fundamental rading concepts to nsk management

We also provide an extensive range of trading tools, such as
regular free news, commentary and analysis on IG TV and via
the News and Analysis section of our website We offer charting
packages and vanous technical analysts tools that enable our
chients to screen markets for trading opportunities and to receive
alerts when trading signals appear

INTRODUCING THE
FINANCIAL

MARKETS »
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‘We are using sophisticated
technology to make sure
our clients get fast support,
from the right person,
whenever and however
they contact us.’

Lizzie Counihan
Head of Operations
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BUSINESS CONDUCT AND SUSTAINABILITY conminueo

OUR COMMITMENT

A sense of responsibility manifests riself in everything we do It has
underpinned our conduct as a business since our inception, playing
an nstrumental role in the growth and success of IG Group

PROTECTING CUR CLIENTS' DATA AND FUNDS

We prioritise the security of our clients’ infoermatien and have
achieved the 1SO 27001 2005 certficate for information
secunty management

We fully segregate funds for retail individuals, in comphance with
the regulations, and we hold segregated chent money enuirely
separately from our own money across a diverse range of banks
This ensures that, in the event of our default, clhient funds would be
returned to the clients rather than being treated as a recoverable
asset by our general creditors

We continue to engage PricewaterhouseCoopers LLP to conduct
ongowng independent reviews of our contrals and procedures for
clhent money calculation and segregation (ISAE 3000} In committing
to this rewiew process, we have taken an addrtional step, over

and above standard audit checks and our regulators’ reporting
requirements This reflects our dedication to keeping our chents’
funds secure and delwenng beneficial outcomes far customers

CLIENT APPROPRIATENESS

Our products are not appropriate for everyone, and we recognise
that good conduct is particularly wital in relation to marketing and
chent recruitment to prevent poor consumer outcomes We have
a number of procedures that ensure our advertising reaches the
nght audience, and that our chents appreciate the nsks involved
with our preducts and understand how our services work

We follow strict guidelines to ensure that we only promote our
products ta 3 target audience within approprate sectors and
demographic groups We also conduct nigorous checks to ensure
that all promotions are clear, farr and not misieading, and that risks
are not downplayed compared to the benefits of our products

Before we allow a prospective client to open an account, we

carry out an assessment to deterrming whether our products are
apprapniate for them We actively question apphcants and must be
satisfied that chents have the necessary knowledge or expenence
te understand the nisks 1nvolved To further assess whether our
products could produce poor outcomes, we ask clients for detalls
of ther income and savings, both at account opening and in
rolling reviews Based on the results of these assessments, we may
choose to provide an applicant with a clear warning about the
appropriateness of the product or restrict them to a type of account
where risk 1s imited We may also decline to open an account, or
indeed close an account if it has already been opened

A guaranteed cap on_
loss if you needit “r /

LIMITING CLIENT LOSSES

We have a number of services designed to help clients limit any
losses they may make

Qur chents can choose to attach guaranteed stops to therr positions,
s0 that they know their maximum possible loss at the outset of
atrade This year we have inroduced an nnovative new charging
system that encourages our chents to use guaranteed stops No
prermiurn is payable for attaching a guaranteed stop unless it is
tnggered, so chents will frequently recewve protection free of charge
iG 15 the first provider to offer guaranteed stops on this basis

Qur close-out monrtor {COM), which seeks to automatically
hguidate chents’ posiions when their margin has been sigmficantly
eroded, 15 also a means by which we help protect clients At

31 May 20186, 99 91% of all chent accounts were subject to the
automatic COM procedure Further details are set out in note 36
to the Financial Statements

in July 2014, we are also introducing a mited-risk account This is
the default account we offer to less expenenced clients or clients
towards the lower end of the wealth acceptance scale Chents who
are eligible for our other account types can also request a
hrited-nisk account, if they so wish

We prioritise the security of our
clients’ information and have
achieved the 1SO 27001:2005
certificate for information
security management.

OUR ENVIRONMENTAL IMPACT

As a business that conducts nearly all of its chent trades
onhne and undertakes no industrial activities, we do not see
ourselves as a significant emitter of environmentally harmful
substances Hawever, we stll take any necessary actions to
ensure that we mimimise the impact of our operations on the
surrounding environment

Running and mantaining our IT infrastructure comprises the
main source of our environmental impact This supports our
award-winning platform and ensures we are able to consistently
mantain our high level of platform uptime

Powering and cooling our datacentres results in the majority of our
power usage — as well as our energy costs As such, we update our
hardware and software as appropriate to save money and energy

This year we continued to decommission and virtualise 240
legacy rack-mounted servers, migrating onto a hyper-converged
wfrastructure which has a lower emaronmental impact We
recycled the legacy hardware in accordance with our internal
recycling pohcy, ensuning that any data was securely destroyed
before recycling the remaining components

After our datacentres, our global offices are the second-largest
consumer of energy We apply a number of energy-saving
processes and have a far-reaching recycling polcy, which
encompasses not enly a proportion of our daily office waste, but
also extends to our IT equipment when we replace hardware,
while trying to ensure that we use any desktop equipment for its
maximum useful e
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Our Head Office building, where more than half of aur employees
are based, 1s also 1SO 14001 certrfied, and we complement this
environmental-management system with our own sensor-hghting
to reduce our energy use The roilout of our modern office project
15 also helping us to work n a more energy-efficient way and
reduce our environmental impact Employees are now able to
work from home using laptops, which consume less power than
desktop computers and reduce the need for work-related travel By
converting to a ‘hot desk’ working environment, we will ulumately
be able to use our office space more efficiently and cut costs To
date we have deployed laptops 10 52% of our Loadon staff and alt
of our Krakow employees

The global nature of gur business, with employees located

17 countnies, results in the need for our people to travel around the
globe to provide local support for staff and clients We have taken
further steps to minimise these journeys by installing state-of-the-art
video-conferenting fachuies We use Skype for Business to

provide environment-frendly video-conferencing, both from desks
and in meeting rooms across our Head Office and seven of our
global offices

EMISSIONS DATA

We provide emissions data tn respect of the financial year ended
31 May 2016 in the Mandatory Greenhouse Gas Emissions Report
and Greenhouse Gas Emissions Intensity Ratio tables below In the
tables, Scope 1 emissions are those ncurred in ar conditioning
our offices and running back-up generators for our servers, while
Scope 2 emissions are purchased energy such as electriaity For
the most significant sources of energy consumption discussed
above, we purchase electncty via our landlords

AO) <>

Basis of preparation

Greenhouse gas emissions are calculated on the bass of financiat
conrol, with the emissions data included for the compames
consolidated in the Financial Statements, noting the Statement of
Exclustons given below

§  We have based our methodology on the prnciples of the
Greenhouse Gas {GHG) Protocol

I We have reported on all the measured emissions sources
required under The Companies Act 2005 (Strategic Report and
Dwectors’ Repon) Regulations 2013, except where stoted

B This ncludes ermssions under Scope 1 and 2, except where
stated, but excludes any emissrons from Scope 3

1 In hne with the revised GMG Protocol, market-based factors
have been identified and presented for the UK

Conversion factors for electriaity, gas and other ermissions are
those published by the Depariment for Environment, Food and
Rural Affaws for 2015-2016 Conversion factors for UK electricity
{market-based methodology) are published by electncityinfo org

Statement of exclusions

Global dresel use {for vetucles) has been exciuded from the repon
an the basis that it s not matenal to our carbon footprint

The scope of reporting for our fugttve emissions has been
restncted to the United Kingdom Other regions have been
excluded due o lack of data or immateriahty

MANDATORY GREENHOUSE GAS EMISSIONS REPORT

‘ EMISSION TYPE 2014-15: 2015-16 2015-16
e i e e CO.e TONNES: w-~=— ~ £CO,8 TONNES meesss. CO e TONNES
) LOCATION-BASED MARKET-BASED

Scope 1 operation of facilties 16177 429 9 4299
Scope 1 combustion 3493 545 548
Total 5cope 1 emissions 196 70 484 4 484 4
Scope 2 purchased energy 4,007 64 3946 4,000 4
Total Scope 2 emssions 4,007 64 391446 40004
Total emissions 4,204 34 43990 44848

GREENHOUSE GAS EMISSIONS INTENSITY RATIO
EMISSION TYPE

Turnover {f)
Intensity Ratio, location-based method (tCO,e/£100,000)
Intensity Ratio, market-based method (tCO,e/£100,000)

N
.

EMISSION CATEGORY

B OFERATION OF FACILITY
IJ PURCHASED ENERGY
B cOMBUSTION

TOTAL FOOTPRINT (SCOPE 1 AND SCOPE 2) - CO,e

PREVIQUS YEAR CURRENT YEAR YEAR-ON-YEAR
{2014-15) (2015-16}) VARIANCE
388 4m 454 Im 17%
1082 964 (11%)
N/A 983 N/A
EMISSION SOURCE
B CLECTRICITY
B NATURAL GAS
B G
H OTHER DELIVERED FUELS
B rGas
0 MANAGED VEHICLES
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‘By focusing on in-depth data analysis,
we're able to optimise client recruitment
and client value, ultimately enhancing our
profitability as a business.’

Adam Dance —- -
Director of Business Development - -
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OPERATING AND FINANCIAL REVIEW

During 2016, 1G has again demonstrated the strength of its business model, allowing 1t to
grow revenue and profit in all locations The Group continued to diversify its geographical
spread by faunching an office in Dubai, with revenues from outside the UK now
representing 49% (2015 47%) of the Group revenues

OPERATING REVIEW

1G has delered record revenue in the year of £456 3 million, 14%
up on the prior year on an underlying basis (2015 £400 2 mullion)
The prior year results were atfected by the Swass franc de-pegging
event m January 2015 The underlying results in 2015 exclude

the impact of this event We consider 1t appropriate to continue
to report aganst the underlying comparatives to enable a clear
ndication of the year-on-year performance

Profit before tax was £207 9 million, 7 6% up on the prior year on
an underlying basis 2015 £193 2 mithon) The Group effective tax
rate reduced to 21 0% from 22 0% in the pnior year (underlying),
reflecting the fullyear mpact of the reduction in the UK
corporation tax rates to 20% Oiluted earnings per share was 44 58
pence, 8 5% ahead of the prier year on an underlying basis (2015
underlying 41 07 pence}

Underlying revenue

On a statutory basis, Group revenue was 17% ahead of the prior
year (2015 £388 4 million), with profit before tax up 23% (2015
£169 5 mallion), profit after tax up 25% (2015 £131 9 mulhon), and
diluted earnings per share up 24% (2015 35 99p}

Active chent numbers continued to grow ahead of the prior year
to 152,600 (12 1%) and the average revenue per client was up

1 7% to £2,990 As in the previous year, the revenue was higher
in the second half of the year at £241 Sm compared to £214 8m
n the first half The second half ncluded a record quarter for the
Group 1n Q3 of £122 Om, dnven by the high volatiity caused by
significant sell-offs in the financial markets at the start of 2016
which inggered more trading opportuniiies for chents

IG remains highly cash-generatve, supporting the dwidend payout
ratio of 70%, resuling in a full-year dividend of 31 40 pence per
share, an increase of 12% on the prior year

———

FY16 Fris % change In

Revenue Clents Revenue Clhents revenue per

fm 0005 Em 000s chient from FY15"%

UK 2311 645 2ne 604 21%

Europe 986 350 809 297 I0%

Austraha &40 198 592 187 19%

Rest of Wo/d 626 333 482 273 67%

Total 456 3 1526 4002 1361 17%
Statutory revenue

FY1s FY15 % change in

Revenue Clients Revenue Clients revenue per

£m Q00s fm 000s cliant from FY150

UK 2311 65 2060 604 51%

Europe 986 350 769 297 B &%

Australia 640 198 58 1 187 39%

Rest of Warld 626 332 474 273 84%

Total 456 3 152 6 3884 1361 48%

(1) The financial tables sbove contain numbers which have besn rounded while all yaar-on year percertages sre calculsted from underlying unrounded numbers
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UNITED KINGDOM

The UK and lreland, compnsing the offices in both London and
Dublin, had a 9 0% increase in revenue from the prior year at

£231 1 mithon {2015 £211 9 mithon), with the second half of the
year (£120 8 mullion} autpedarming the first half (£110 4 rullion)
The UK benefited through the year from particularly volatle
penods in financial markets, m both August 2015 and in early
2014, the latter contnbuting to the UK having record revenue

in the third quarter Active clent numbers were up & 8% from
prior yeas at 64,500, with a 9% wncrease in the second half of the
year, driven by both volatility and by the continuing success in
acquiring new chents Revenue per chent for the year increased by
2 1% from the prior year, at £3,585, with particular strength in the
record third quarter The UK segment accounted for 51% of Group
revenue, against 53% in the pnor year

1G remained the clear market leader within spread bettors inthe
UK, mcreasing market share from 40% to 44% and within CFD
traders, increasing market share from 26% to 29% ! Drawing
precise quantitative conclusions from market share research rs
increasingly difficult, given the measurement 1s based purely on
the number of primary accounts and makes no allowance for the
value of indwidual clients

The execution-only stackbroking offerng launched in September
2014 n the UK Clrent numbers have continued to grow steadily
with over 11,000 funded accounts at the end of May, 67% of which
are new to IG A proportion of ¢lients who began as share deahng
chents, and for whom 115 entirely appropnate, are gomg on 1o use
the leveraged trading products

IG remained the clear market
leader within spread bettors in
the UK, increasing market share
from 40% to 44%.

EUROPE

Europe compnses revenues from Germany, France, haly, Spain,
the Netherlands, Sweden, Norway, Luxembourg and Switzerland
offices Revenue i Europe increased by 22% from the prior year
to £98 & mullion (2015 £80 9 muthon), vath second half revenue

of £53 0 million, up 16% on the first half Active chent numbers
were 18% ahead of the prior year with growth across almost all
countries in the reglon, and revenue per client was up 3 0% to
£2,812 (2015 £2,730) The European segment accounted for 22%
of Group revenue in the year, aganst 20% in the prior year

Durning the second half of the year, annual market research studies
were published for Germany, France and, for the first time,

Spain They concluded that IG's market share of the retail CFD
industry in Germany had shipped to 9%, in France 1t had fallen one
percentage point to 27% and in Spain it was 7% ™

{1) By number of activa prmary accounts All market share data prasented in this repert
13 prowded by Investment Trends Pty Limited (please refer to the Investor Resources
section on page 179 for further details)

AlO] >

AUSTRALIA

The Austraha segment comprises the Melbourne office and also
includes revenue from New Zealand and other countnes m the
Asia Pacific region Revenue in Australia was up by 8 1% from

the prior year, to £64 0 mithon (2015 £59 2 milhon} Revenue in
Australia was stronger in the secand half of the year, following
the trend of the broader Group, defivering £33 & million against
£30 4 million for the first half, with the third quarter also being a
record for this region Enhancements in the chient account opening
journey and marketing strategy contributed to a 6% increase from
the prior year in active client numbers, albert with chent numbers
8 0% lower n the second half of the year compared to the first
Average revenue per chent also improved 1 9% ahead of the
prior year

An annual market research study, released in June 2016,
concluded that IG’s market share of the retald CFD industry had
remaned flat at 38%, having increased from 33% in the previous
year G remained the clear industry leader As with the UK, this
measure is based on the number of pnmary accounts

In July 2016 we launched the execution-only stockbroking offenng
in the Austraha region

REST OF WORLD

The Rest of World segment compnises the offices in Singapore,
Japan, South Africa and Duba, and our retall exchange,

Nadex, in the U5 Revenve for the period m the Rest of World
region was ahead of the pnor year by 30% at £62 6 midhon

(2015 £48 2 milhon) All countnes in the Rest of World segment
experienced growth, with particularly strong results i the US,
more than doubling prior year revenue and a strong contnbution
from the newly opened Dubai office, which outperformed in its
first year Active chent numbers were 22% ahead of the prior year
and revenue per client was up 6 7% to £1,882 (2015 £1,764)
Revenue per client is lower in the region due to the nature of the
product set in the US, but it has been boosted this year by the
higher revenue per chent in Dubal, which s attracting a higher
average value chent base With the region growng at a fast pace,
revenue was higher 1o the secand half at £34 1 milion compared
to the first half of £28 5 millon The Rest of World segment
accounted for 14% of Group revenue i the penod, against 12%
the prior year

REVENUE BY REGION

UK (51%)

EURQPE (22%)
AUSTRALIA (13%)

RES