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AT A GLANCE

‘It was an interesting and challenging
year in terms of global news flow,
especially in the political and
regulatory sphere, but the year turned
out to be one of the least volatile in
financial markets for decades. Against
this backdrop | am pleased that IG
once again delivered record revenue
and profits.’

Peter Hetherington
Chief Executive Officer
18 July 2017
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CHAIRMAN'S STATEMENT

In my third year as Chairman of IG, | am pleased to report that the Company delivered
another year of strong growth, leading to record revenue and profits, in a relatively quiet
period for financial markets.
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The business made good strategic progress, commencing the
rollout of an entirely new trading platform, establishing its limited
risk trading account globally, further developing its international
offices and launching an exciting new low-cost passive investment
product in the LK.

Of course, the changing face of regulation is dominating the
backdrop for IG's core product at the moment. The regulatory
situation is in a state of flux, and it could take some time for clarity
to be available in all markets. | am, however, pleased that the
management and the entire IG team have continued to concentrate
on developing the business, while engaging constructively with
regulators and innovating to further improve client outcomes.

The recent increase in regulatory concerns around retail leveraged
trading is perhaps no surprise. Like any growing profitable industry,
competition has increased in recent years. Unfortunately a number
of these competitors have been taking a very short-term approach
to this market and have been targeting inappropriate clients.

It is clear to me and the Board that IG is not the main target of

the regulators’ concerns. |G has always sought to operate to the
highest standards, and we are determined to assist regulators to
remove poor providers from our market and to improve consumer
outcomes. | also do not believe that the product itself is at the heart
of regulators’ concerns - this is primarily about the mis-selling of the
product by certain providers, either through unrealistic claims or by
targeting consumers for whom the product is inappropriate.

We have a clear vision at IG: to be a global leader in retail trading
and investments. As a Board, we are concentrating on developing

a culture that drives behaviour focused on fair client outcomes,

and on the creation of a growing, sustainable business. Therefore,
we recently refreshed the values of the Group, to ensure all of our
people understand what binds the Company together and what has
been at the heart of our success over many years. IG’s growth has
always been based on putting the customer first. We express our
values as:

* Champion the client
¢ Lead the way
¢ Love what we do

By staying true to these values, | believe the Company will emerge
from the current uncertainty in an even stronger position within

its core industry and as a credible insurgent within the broader
investments space.

Board

As previously communicated, Paul Mainwaring joined as CFO
designate on 11 July 2016 and was appointed to the Board on

20 July 2016. In September, Sam Tymms was appointed as Chairman
of the Board Risk Committee, replacing Stephen Hill, who remains a
member of the Committee.

The intention again this year is to put every Board Director up for
re-election at the AGM, in compliance with paragraph B.7.1 of the UK
Corporate Governance Code.

Remuneration

We seek to maintain a remuneration structure which creates a
balance between rewarding performance against annual objectives
and the delivery of long-term stakeholder value. Last year we
carried out a series of adjustments across the organisation to
ensure we can continue to motivate, recruit and retain high-quality
people at all levels to deliver against our short-term and long-term
priorities. This year we reviewed the Directors’ Remuneration
Policy and concluded that it continues to meet the needs of

the Company. The sharp share price fall on 6 December 2016,
following the publication of the FCA's industry consultation,
impacted the Total Shareholder Return element of the Executive
Directors’ remuneration; this fall reflected shareholder concerns
about the future prospects of the business. We will keep the Policy
under review as we receive increased clarity around the external
environment in which the Company is operating.

Dividend

In line with the previously stated intention to pay out, as an ordinary
dividend, approximately 70% of the Group's annual earnings, the
Board is recommending a final dividend of 22.88 pence per share,
taking the full-year dividend to 32.3 pence per share, 2.9% ahead of
the prior year.

IG's people

The regulatory uncertainty during this year has created a difficult
backdrop for our people. During this time, we have also further
developed our global resourcing model and now have substantial
operations in Krakow and Bangalore. The Board is clear that our
people remain our greatest asset, and that it is their dedication and
pride in our Company that have delivered another record year for this
business. On behalf of the Board, | want to thank them sincerely for
their ongoing efforts.

Looking forward

The industry is in a period of relative uncertainty. IG has a great track
record of innovating to lead the industry in operating standards and
developing our business to reflect a changing regulatory landscape.
Our excellence in technology and our people’s unswerving
commitment to fair client outcomes will serve us well as the
uncertainty clears, and | believe that IG will come out of this period
as an even stronger player.

Andy Green
Chairman

18 July 2017
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OUR BUSINESS

INTRODUCING IG

IG exists to empower informed, decisive, adventurous people to access opportunities in financial markets. As a global leader in online
trading and an established member of the FTSE 250, we have a 43-year heritage.

We're the No.1 provider of CFDs and spread betting worldwide™, with offices located in 15 countries and operations in a further two.
Operating globally under the IG brand, and in the US as Nadex, we're the trusted platform provider for over 185,000 clients.

Our suite of products provides efficient, flexible access to more
than 15,000 financial markets for a broad spectrum of financially
sophisticated consumers, ranging from active traders to retail
investors. Using our cutting-edge platforms and apps, our clients
place almost 8 million transactions a month with us.@

A HISTORY OF
CREATING SOLUTIONS

Innovation has been at the heart of our business since we began life
in 1974. As the UK's original financial spread betting provider, we
introduced a completely new, accessible way for people to trade on
gold - by defining it as an index.

Over subsequent years, we went on to expand the product set and
create increasingly advanced technology to support our clients’
trading needs. Our innovations have included the first online
dealing platform for financial spread betting in 1998 and the

first trading app for Apple Watch in 2015. This year we delivered

a completely new trading platform that is beginning to greatly
enhance the trading experience for our clients. An intuitive,
customisable interface offers straightforward functionality for

the less-experienced trader, while those with more demanding
requirements have access to a range of advanced functions.

Technology has also enabled us to continually refine our marketing
techniques. As we discuss in more detail later, we're now able to
produce highly targeted advertising campaigns that introduce our
products to the people they are most likely to suit. A sophisticated
application and onboarding process then ensures that only
appropriate clients proceed — gaining access to the products and
educational materials that fit their objectives, knowledge and
capital resources.

Over the years, we've evolved and broadened our product
offering to meet the changing needs of traders and investors,

and it's now supported by an extensive range of tools and
resources to help our clients. From teaching essential trading and
risk-management techniques to providing market insight and alerts
about upcoming economic events, our educational and news
services draw on four decades of experience to help people trade
and invest more effectively.

Our operating model and risk management strategy have been
thoroughly tested over time, and have proved highly resilient in

a wide range of real-life scenarios. Our business has continuously
adapted to a changing economic backdrop, and we remain agile
and innovative in the face of an uncertain regulatory landscape, as
we look to the next phase of our growth.

(1) Based on number of active UK financial spread betting accounts {Investment Trends UK
Leveraged Trading Report October 2016); for CFDs, based on revenue excluding FX
(published Financial Statements, October 2016).

(2) Average for FY17.
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KEY DATES

2017 - All-new online trading platform introduced.
IG Smart Portfolios launched in partnership with
BlackRock, the world’s leading asset manager.

2016 - IG expands its share dealing offering into ISAs and
SIPPs. Share trading launched in Australia. Limited
risk accounts rolled out across the globe.

2015 - Sunday trading launched. IG designs the first
trading app for Apple Watch. New office opens
in Dubai.

2014 - Execution-only stockbroking introduced as part
of our comprehensive share dealing package.
New office opens in Switzerland.

2013 - Spread betting and CFD offerings brought together
under 1G.com. Introduction of forex trading via
Meta Trader 4 platform.

2012 - Launch of our insight, news and analysis centre.
New office opens in Dublin.

2010 - Acquisition of the Ideal CFDs business in
South Africa. CFD iPhone app launches.

2009 - Nadex.com launches in the US. IG Markets
introduces PureDMA. Offices open in Sweden

and Luxembourg.

2008 - New office opens in ltaly. UK's first dedicated
spread betting iPhone app launches.

2007 - Launch of browser-based trading platform.
New offices open in the US, Spain and France.

2006 — New offices open in Germany and Singapore.

2003 - Product range expanded as binary betting
is introduced.

2002 - IG Markets Australia becomes the country’s first
CFD provider.

1998 - First company to launch an online dealing platform
for financial spread betting.

1995 - First UK company to allow spread betting on
individual shares.

1982 - First company in the UK to offer spread betting on
the FT30.

1974 - IG Index founded, becoming the UK's first spread
betting company.



OUR GLOBAL OPERATIONS

We have sales offices across Europe, the Middle East, Africa, Australia, Asia and the US, and our expertise in online marketing, search
engine optimisation and multi-language client service has enabled us to extend our reach into countries where we have no physical
presence. Using a centralised marketing strategy, we connect with clients in 156 countries - efficiently and cost-effectively.

Our UK headquarters in the City of London is supported by two major operational hubs in Krakow, Poland, and Bangalore, India. These are

positioned to take advantage of local pools of talent in a variety of disciplines.

UK

1,149 employees

¢ Introduced the first financial
spread betting product
in 1974

¢ Head offices located in the
City of London

* Operational hubs
established to service
the Group in Krakow
and Bangalore

* Annual revenue of
£225 million in the 2017
financial year, with over
77,000 active clients trading
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1,546
Total employees

EUROPE, MIDDLE EAST
AND AFRICA

» 167 employees

Entered the market in
Germany in 2006, with rapid
expansion across Europe
from 2007

¢ Expanded into South Africa
in 2010 and Dubai in 2015

* Received banking licence
and opened office in
Switzerland in 2014

* Offices located in Dubai,
France, Germany, Ireland,
Italy, Spain, South Africa,
Sweden and Switzerland

* Annual revenue of
£137.7 million in the 2017
financial year, with almost
47,000 active clients trading

ASIA PACIFIC

* 161 employees

¢ Entered the market in 2002
in Australia

¢ Offices located in
Melbourne, Singapore
and Tokyo

* Annual revenue of
£114.3 million in the 2017
financial year, with almost
40,000 active clients trading
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USA

* 69 employees

¢ North American Derivatives
Exchange (Nadex) based
in Chicago

¢ Operational headquarters
for DailyFX

¢ Annual revenue of
£14.1 million in the 2017
financial year, with over
22,000 active exchange
members trading
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OU R BUSI N ESS continued

OUR PRODUCT SUITE

Our range of products is designed to provide solutions across the
spectrum of our clients’ trading and investment needs.

Our original offering - still core to our business - is leveraged
trading: contracts for difference (CFDs) and spread betting (in the
UK and Ireland), which generates the majority of our revenue. This
is now complemented by a growing suite of non-leveraged share
dealing and wealth-management products, suiting a broad range of
risk appetites and trading and investment objectives throughout a
client’s lifetime.

While our original products are designed for active traders, our
newer offering extends our reach both to self-directed investors and
those preferring a low-cost managed-portfolio approach. Attracting
clients who seek longer-term investments, this broader product
range is now fully live in the UK, and we've introduced share trading
to Australia.

We believe that IG is well placed to disrupt the long-term
investment market and further engage our clients — enabling

us, over the longer term, to build a new revenue stream for our
business. We've been able to develop our offering extremely
cost-effectively, by building on our existing technology, teams and
infrastructure, and by leveraging the established strength of our
brand and marketing capabilities.

IG clients are able to access over 15,000 global financial markets —
including shares, forex, indices, commodities and other instruments
- via market-leading platforms and apps that provide efficient,
secure execution.

[\

Contracts for Difference (CFDs)

CFDs are derivatives contracts that enable clients to take advantage
of changes in an asset’s price, without owning the asset itself.
Clients can take a position in a financial instrument, buying or
selling, while only putting down a small percentage of the value

of their trade as security — known as trading on margin. This is an
extremely efficient way of trading financial markets over the short
term. We also offer clients access to a range of risk-mitigation
measures, including stops and limits and a limited risk account.

*. We are the world's No.1 CFD provider®

We explain how a CFD works in the IG Services section on IG.com.

Spread Betting

Financial spread betting mirrors many aspects of a CFD - enabling
clients to take advantage of changes in an asset’s price without
owning the asset itself, and to use the same range of risk-mitigation
measures. Available only in the UK and Ireland, it's a tax-free®®
alternative to trading, allowing clients to bet on the price movement
of an asset. The size of a client’s win or loss depends on the
magnitude and direction of the price movement.

¢ We are the UK’s largest and longest-running spread
betting provider®

*  We hold 45% of the UK financial spread betting market®

We explain how spread betting works in the IG Services section
on IG.com.

Share dealing, ISAs and SIPPs

Our online, execution-only share dealing service is powered by the
same market-leading technology as our spread betting and CFD
offering. It enables self-directed clients to buy and sell over 9,000
global shares and exchange traded funds (ETFs), with extremely
competitive and transparent transaction fees. They can also choose
to invest within a tax-efficient ISA or SIPP wrapper, and there’s an
option to use stock portfolios as collateral for leveraged trading.

Launched in the UK in 2014, our share dealing offering has built
on our pedigree in the online leveraged trading sector. As well as
providing our current spread betting and CFD clients with facilities
to place their non-leveraged portfolio with us, we're now attracting
a completely new audience to IG. Our share dealing service is also
available to clients in Austria, France, Germany, Ireland and the
Netherlands, and in this financial year we introduced it to Australia
as Share Trading.

* The market in the UK for online, execution-only share dealing is
around ten times the size of the market for leveraged products®

Around 80% of clients opening share dealing accounts are new
to IG

(1) Based on revenue excluding FX (published Financial Statements, October 2016).

(2) Tax laws are subject to change and depend on individual circumstances. Tax law may
differ in a jurisdiction other than the UK.

(3) Based on number of active UK financial spread betting accounts {Investment Trends UK
Leveraged Trading Report October 2016).

(4) By number of active primary accounts. All market share data presented in this report is
provided by Investment Trends Pty Limited.

(5) Based on numbers of consumers.



Smart Portfolios

Launched in April 2017 in partnership with BlackRock,

IG Smart Portfolios is a discretionary managed investment
service. By offering low costs and full transparency on total cost
ot ownership, we are industry-leading. Clients have a tully online
experience — supported by our customer services team if needed
- with access to an elegant and intuitive platform, where their
investments and all the costs of ownership are clearly visible.

—

"
Toy oo SR portso

We offer a range of portfolios designed to suit different risk
appetites, each constructed from iShares exchange traded
funds (ETFs) and including a blend of commodities, equities and
fixed-income assets designed to match the degree of caution or
aggression desired by the client.

Our asset allocation strategy is devised in partnership with
BlackRock, the world’s largest asset manager. We manage
and rebalance the client’s portfolio for the entire lifetime of
the investment.

Our research indicates a growing appetite among consumers for
a product that enables them to build sophisticated baskets of
investments online, rather than to choose specific shares.

Nadex

Nadex is our US derivatives exchange, enabling US
and overseas investors to trade options on global
financial markets in retail-sized contracts.

Our main product is the binary option, which
provides a flexible way for clients to trade with
limited risk. However, our spread product, which is also limited risk,
is growing in popularity.

Nadex is benefitting from renewed consumer interest in retail
trading, and increased client volumes have been driven by ongoing
improvements to our products and platform, supported by
enhanced liquidity from a new market-maker partnership.

¢ Nadex is the first and largest US-based retail-oriented exchange

* The business has seen a two-year compound growth rate of 63%

Digital 100s

Our digital 100s are a type of financial derivative with limited risk:
clients know exactly how much they can potentially gain or lose at
the outset, and can't lose more than they have on their account.

A digital 100 is a simplified form of option that offers a yes/no
outcome over a specified time period. If the trader makes the
correct choice, they make a defined profit. if they choose wrongly,
they make no return and lose the amount required to open

the trade.

Timeframes can vary from five minutes to daily, weekly or monthly,
and we offer a wide range of markets. As well as indices, forex and
commodities, clients can trade on special markets such as political
events and economic announcements.

IG Group Holdings plc * Annual Report 2017 | 9
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OUR CLIENTS

Over more than four decades, IG has built its name on innovation, fairness and outstanding
client service. It's a reputation we're extremely proud of, and one we believe sets us apart
from all other firms in our industry. In achieving our market-leading status, we've constantly

put clients at the heart of our business.

OUR PURPOSE

To empower informed, decisive, adventurous people to access
opportunities in financial markets.

OUR VISION

To be a global leader in retail trading and investments.

A STRATEGY BUILT ON
CLIENT FOCUS

Our strategy puts our clients first in all our planning and decision
making. Supporting our clients is something we invest in heavily,
and we believe it makes good business sense. Our business

model is dependent on trading volumes, so we provide extensive
educational resources to help our clients identify opportunities.

We also deliver news and analysis that traders can use to make
informed investment decisions, and we develop technology to help
clients trade more effectively, equipping them with the tools they
need to seize opportunities rapidly.

Clients are our lifeblood, and our top priority is giving them the
best possible service. To discover exactly what clients want, we
ask them. That means conducting surveys and focus groups, as
well as studying data to identify trends or to find common areas of
frustration that could be solved through technology improvements
or adjustments to the way we conduct business.

The result is a constant process of improvement and evolution,
always driven by the feedback from our clients and our
understanding of their changing needs. It has led to enhancements
ranging from the introduction of limited risk accounts last summer
to the unveiling of our new web trading platform at the start of
2017, and from our continued investment in client education to the
launch of our new investment products.

OUR VALUES

This client-centric approach is central for our people, too, and
everyone at IG lives by a set of values that guide how we do
business. We believe these three simple statements define IG:
¢ Champion the client

¢ Lead the way

* Love what we do

To ensure we live these values, we embed them in every part of our
business and throughout the client journey — from initial marketing
to opening an account and beyond.

Targeted marketing

We recognise that our products must be aimed squarely at the right
people — not every product is right for everyone. As a result we're
extremely targeted in our marketing approach, carefully selecting
how and where we promote ourselves. The audience we seek to
attract is knowledgeable about the markets, financially astute,
familiar with our products, wealthier than average and risk-aware.

10 | 1G Group Holdings plc » Annual Report 2017

Our marketing approach is therefore deliberately aimed towards
people who fit that profile, and we carefully test all our marketing
material to make sure it resonates with appropriate potential clients.

Across the globe we also take measures to ensure our marketing is
balanced, honest, straightforward and fitting for our products and
the audience.

We want to attract new clients. But only the right clients, and in
the right way. Our marketing approach reflects that, providing an
important first introduction to IG and our client-centric approach.

A robust onboarding process

Once prospects have gone beyond the marketing stage and
applied to open an account, we're again careful to ensure that only
those people for whom our products are appropriate proceed to
become clients.

For all of our products, clients must complete a thorough and
robust application form to ensure their suitability for an account.
This assesses their trading or investing experience and product
knowledge - specific to the account type they want to open —
and requires them to disclose information about their education,
occupational background and financial position. We assess this to
determine whether or not such an account is right for them.

In each of the territories in which we operate, if through the initial
application process, an applicant fails to prove a sufficient level of
knowledge and experience, rather than opening an account we
invite them to follow a learning programme and insist they take and
pass a further test. Only on passing this test will an applicant be
allowed to proceed to trading with IG.

Here IG is well ahead of what is required by regulation, but we
believe it's the right thing to do, and reflective of our status as
industry leader. This proactive stance sets us apart from other
providers and is a key part of our client-focused approach

to business.

Unlike most providers, we reject clients who we believe lack the
financial means to bear potential losses. Earlier this year we raised
our required wealth bands, and first-time clients must now place
an increased opening balance on their account before they begin
trading. As far as possible, our aim is always to ensure that the
prospects our advertising attracts are right for us, and that our
products are right for them.

Dedicated initial support

When a client first joins us, we understand they may sometimes feel
a little daunted. Even the most experienced trader needs time to
become familiar with a new platform. To ensure clients are properly
supported in those early days, we employ a professional new
business team to introduce them to IG and to explain exactly what
they can do with our platforms.

Naturally inquisitive and helpful, members of our new business team
are tasked with understanding what clients hope to accomplish,
then showing them how our products can help achieve those aims.



During this fledgling stage of our relationship, we actively
encourage clients to use our range of educational materials, and
we build their awareness of the up-to-the-minute trading news and
research we provide via channels such as DailyFX and IGTV.

Importantly, the new business team also provides another layer
of client-appropriateness assessment. Our people are trained
to evaluate, during their conversations, whether the client has a
realistic expectation of IG and our products.

Constant access to expertise

Once clients have become acquainted with IG, we offer them
ongoing support and assistance via our trading services teams.
Available continuously from 8am Sunday to 10pm Friday, as well

as 9am to 5pm on Saturday, members of this team are experts in
our products, and are responsive and solely customer-focused. If
clients have questions about our products, want to know how our
platforms work or have any other type of enquiry, they can get help
from our trading services team around the clock. And with native
speakers from every territory in which we are present - all available
via phone, email or Live Chat — we make it as easy as possible for
clients to get the information they need, quickly and in the way they
want it.

We manage and capture all of our interactions with clients using
sophisticated technology. This ensures we can understand the
whole relationship we have with each client, and have people
available to meet their requirements on demand.

In recognition of our commitment to clients, and to ensure we're
delivering ‘best practice’ service, last year we became members
of the Institute of Customer Service. This enabled us to have our
service standards independently appraised and verified by the
UK-based organisation.

MARKET-LEADING
TECHNOLOGY

We recognise that our technology is central to the customer
experience, and we seek to get it just right. We invest heavily in IT
development, and are continually looking at ways in which we can
improve the tools clients use to engage, invest and trade with us.

We believe clients should be empowered by the technology we
offer and not restricted by it, so in the last year we introduced
significant advancements to help our clients trade more effectively.

The launch of our New Web Trading Platform (NWTP) was a
headline improvement, delivering a more intuitive, personalised
trading experience than ever before. Fast and customisabile, it offers
integrated research, market commentary and news alerts, including
a social media feed. We're proud that our clients can now access a
platform at the very cutting edge of trading technology.

This year has also seen us improving our mobile capability — in
particular investing in solutions that allow a seamless transition
between desktop, mobile and tablet.

In our customer research, clients repeatedly tell us how much they
value good trading technology, and that they seek solutions to
help them trade in a smarter, faster way that's tailored to suit them.
For this reason we continue to invest heavily in our technological
capabilities, and will keep doing so going forwards.

EXTENSIVE LEARNING
RESOURCES

For all our clients, we provide access to a myriad of educational
resources, prepared using our long-standing expertise in the key
knowledge areas required for successful trading. This includes
materials to help people learn common trading techniques, as well
as instructional content that demystifies industry jargon or guides
clients through every part of our product suite and platforms.

Our investment in education and training is extensive, and has a
single purpose - to help people become more successful traders.
Through our free IG Academy app, for example, clients can learn
via interactive, step-by-step trading courses aimed at all experience
levels. Likewise, our extensive collection of online how-to videos is
accessible at any time to help clients enhance their knowledge.

Earlier this year we also acquired DailyFX — the world’s leading
portal for forex research, trading news, charts, indicators and
analysis. This bolsters our already extensive news and analysis
offering, and positions us very clearly as a leading provider of
market updates and data in our industry.

To ensure clients have access to this information anywhere, at any
time, and in ways that best suit them, we embed it in our platforms,
serve it on our websites and publish it via channels such as YouTube
and Twitter.

It's our strong belief that by using appropriate educational materials
and having reliable information at their fingertips, our clients can
make better trading decisions.

A CULTURE OF REGULATORY
COMPLIANCE

Compliance is not just a team of people at IG, it's a concept central
to our culture. We dedicate significant resource to ensuring that we
comply with a huge swathe of regulations worldwide — with a large
team reporting directly to the Chief Executive Officer.

However, awareness and respect for the regulatory framework is
also embedded throughout the organisation, and is taken into
account from the very beginning of a product’s design through the
entire client journey. At every stage of the client experience we
have described, compliance is key - and going beyond regulatory
requirements has become the norm at IG. Our first value sums this
up - champion the client.

For example, we decided some years ago to segregate retail
client money, by default, across the globe - often ahead of what
is required by regulation. Our recent introduction of limited risk
accounts, and our decision to prevent clients trading with IG if
they are deemed inappropriate through the application process,
are indicative of how we place the client at the heart of our
compliance regime.

In order for this to happen effectively, we need the right people -
and we need to provide the framework within which they can excel.

IG Group Holdings plc * Annual Report 2017 | 11
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OUR PEOPLE

Talented people, supported by a strong organisational culture, are vital to the service we
provide for our clients. Their skill and commitment drive our success in every aspect of our
business — from designing and building innovative products and cutting-edge platforms to
handling client queries efficiently and resolving issues.

We recruit and train people who are skilled in helping clients
understand the technical nuances and potential risks of our products
- a responsibility we take extremely seriously.

By focusing on quality, transparency and fairness in everything we
do, we can build long-term relationships with our clients.

We continually seek ways to further assist and engage with current
or prospective clients.

We recognise that a strong team is pivotal in forging mutually
rewarding, long-term relationships with our clients. By attracting and
developing talented individuals, and by providing an inclusive, fair
and engaging environment in which they can thrive, we're able to
achieve our strategic objectives.

A DECADE OF RECOGNITION

In 2017, IG was named as one of Britain’s Top Employers for the
tenth successive year.

The Top Employer certification is awarded only to organisations that
meet the highest standards in human resource management, and
we're very proud to be a long-standing recipient. The award, by the
Corporate Research Foundation, is based on a strong performance
in each of the audited categories: pay and benefits, training and
development, corporate culture and career development.

fop

UNITED
KINGDOM

EMPLOYER |} 2017

OUR PEOPLE STRATEGY

Our focus over the past year has been on strengthening the
relationship between our people, our strategic purpose, our values
and our clients. As a global employer, our aspiration is for all of our
people, in every location, to feel equally connected to our clients.
In each and every role, whether customer-facing or back-office, we
believe it's vital for our people to share a passion for improving the
client experience.

* We're a global employer with people in 17 countries
¢ We employ 1,546 staff

¢ 90% of employees feel that there’s a strong sense of teamwork
and cooperation in IG

* We've been certified as one of Britain's Top Employers for ten
consecutive years

There are three key themes within our people strategy:
1. Global employer of choice
2. Performance and reward

3. Talent and growth

12 | 1G Group Holdings plc * Annual Report 2017

1. Global employer of choice

In essence, our guiding principle is that we're one |G - a unified
business where energised, engaged people are aligned in their
commitment to a shared purpose - providing the best possible
client experience. A progressive and diverse working environment
supports collaboration, and encourages each of our people to
achieve their full potential.

Our global expansion has highlighted the importance of maintaining
clarity of vision and a sense of unity for all of our people. We
continue to develop our operational presence in locations where we
can pursue our strategic objectives most efficiently and effectively,
and our offices in Krakow and Bangalore together now account

for 25% of our employees. Expanding these operational hubs has
enabled us to access additional high-quality talent, particularly in
technology and support functions. Approximately half our global
headcount remains based in our London headquarters.

We're committed to ensuring that all our people feel fully
connected and are able to work seamlessly together, regardless
of location.

Collaboration and communication

To improve flexibility and collaboration, during the year we
transitioned 80% of our employees to working on laptops.
Together with enhanced collaboration technology, this gives our
people the mobility and scope to work in different locations and
cross-functional project teams, according to their varying needs.

We also redesigned and updated the interior of our UK
headquarters and acquired a large, contemporary office space
in Bangalore. Both aim to provide a vibrant and flexible working
environment, reflecting our culture and helping us to attract and
retain the best talent.

Alongside the physical space, we continued to develop our intranet,
IG hub. With key internal and industry news updates added daily,

it has become the default source of both static and dynamic
information for our people. We're seeing a month-by-month rise in
usage and increased engagement, with the site now receiving more
than twice as many daily page views versus September 2016.

 OUR VALUES
%

A
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Employee voice

Through our annual engagement survey, we ensure that our people
have a direct channel of communication to the executive team and
the Board. The feedback we receive provides important insight
that helps us achieve our people strategy, enabling us to track our
progress against three key goals:

¢ To fill our business with engaged and dedicated people
* To develop strong leaders from grassroots to Board level

* To foster a culture that values employees’ commitment and
celebrates their success

We're proud of our working culture, and believe it nurtures the
behaviours and decision-making processes that best serve our
clients. In our 2016 engagement survey (2017 financial year),
employees across all locations reported that cooperation,
teamwork, manager effectiveness, respect and ethics are all clear
strengths at IG. On the downside, our people expressed clearly that
they need greater clarity on the vision for IG.

In the 2018 financial year we'll be focusing on ensuring that all our
people understand our vision and feel able to share in it. To support
this, we've developed the more clearly articulated purpose and new
values detailed on page 10. Reflecting the client-centric and global
nature of our business, these values will underpin our performance
management, people development and recognition processes, as
well-as providing guidance for decision-making and shaping our
employer brand.

One unified IG

With 1,546 people based in separate locations around the globe,
we're conscious of the need to actively promote equality, diversity
and inclusiveness. We take great pride in creating an open,
supportive culture, and we believe this is critical to our success,
enabling us to unlock the potential of the workforce in every country
where we operate.

We have extensive human resource policies in place to attract and
support the right people, and to ensure that those who join us can
develop without experiencing discrimination or harassment. We
continuously reinforce the need to treat all employees fairly, creating
an environment free from bullying, where people of all grades or
positions enjoy dignity and respect.

In 2016, our employees led the creation of IG Open, a network to
support those who identify themselves as LGBT+. It aims to provide
a forum for people to exchange experiences and speak comfortably,
in a safe space where they can be open and proud of their identity.

We fully consider applications for employment from disabled
persons with aptitudes and abilities in line with our requirements.
Where existing employees become disabled, temporarily or
permanently, it’s our policy to provide continuing employment
wherever practicable in the same or an alternative position.

Appropriate training and/or graduated back-to-work programmes,
in conjunction with the occupational health professionals, help
achieve this aim.

Wellbeing

We're fully committed to the health and wellbeing of our people,
ensuring that all our employees receive appropriate protection
benefits and discounted gym access. In the UK, our people can
access the cycle-to-work initiative through our new flexible benefits
portal, which also provides increased opportunity for individuals to
personalise benefits to their lifestyle requirements.

A confidential employee-assistance programme is available to all
our head office employees and their immediate families, offering
a 24/7 telephone counselling service for impartial advice on all
matters — for example, housing and personal finance.

IG Group Holdings plc « Annual Report 2017 | 13
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2. Performance and reward

Our reward and recognition system is designed to drive high
performance and global growth for the business, developing

the leaders of the future. It centres on providing our people with

a clearly defined purpose, specific deliverables and expected
behaviours. Our aim is to ensure that each individual is aligned with
our strategy, understands their role in achieving our goals and has
the maximum possible opportunity for advancement.

With this in mind, during the year we introduced a
high-performance model that gives our people greater clarity on
what's expected of them. A new ‘check-in’ process provides regular,
ongoing opportunities for feedback, goal realignment and career
discussions, and has replaced the traditional annual appraisal
approach. We believe this new framework actively helps to embed
a culture of recognition, better acknowledging and celebrating the
successes of our people.

To attract and retain the right people, we offer a competitive reward
package that recognises performance to date and encourages

our key talent to be part of our future. In 2016 we adjusted some

of our salary ranges to ensure we remain competitive. While we
acknowledge a possible influence from external factors such as
Brexit, we believe that our proactive approach has positively
affected attrition.

As well as offering a market-related salary structure that is regularly
benchmarked, we include the majority of our employees in a group
bonus scheme. Bonus levels are intrinsically linked to the financial
and operational performance of IG, including client satisfaction. At
the end of each financial year, bonuses are distributed based on
both company and individual performance, as discussed during
check-ins throughout the year.

The remainder of our employees are included in specific
sales-related bonus schemes. We also reward our senior and key
employees through a long-term incentive plan.

Alongside our formal reward structure, recognition also takes the
form of peer- and manager-nominated awards delivered in local
teams. These celebrate achievements in areas such as innovation,
mentoring and being a team player or client champion. In the next
year we'll continue to strengthen our global recognition strategy by
linking it directly to our values and behaviours.
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We also offer our employees in the UK, Australia and the US
the chance to share in our success through our tax-advantaged
share-purchase schemes. An average of 33% of eligi
took part in our share plans in the 2017 finan:
currently reviewing options to extend similar schemes to our other
larger offices — Krakow and Bangalore.

3. Talent and growth

We recognise that a constant flow of emerging talent is vital to

IG’s continued success, and we're committed to ensuring that our
people are equipped to deliver our strategy and growth in the years
ahead. This means identifying the key roles that we'll need in the
future and recruiting, training and developing the right individuals
to fulfil them.

During the year we focused on building succession approaches
for our more senior roles. Going forward, we'll implement similar
principles of identification, assessment and development for other
core roles across the Group.

To bring new talent into the business, we offer a number of
graduate positions and apprenticeships — both in our head

office and in various global locations. These roles are designed

to challenge and develop high-potential people, giving them a
platform to display and grow their skills and so to progress rapidly.

We encourage all of our employees to take responsibility for

their own development while they're with us. However, we
recognise that resources need to be in place to enable this to
happen. As well as embedding check-ins to encourage better

and more regular performance and development conversations,
we're also introducing career development workshops, building
specialist and sales development pathways, introducing Board
exposure programmes and continuing to implement coaching and
mentoring programmes.

As an international company, we're also able to offer overseas
secondments and project-based development opportunities for
selected individuals.

All our leaders and potential leaders worldwide are now able

to access the ‘Manager Success’ series of interactive webinars.
These are available in local time zones and provide best-practice
tips and techniques to help our people handle common
management challenges.
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2017 was another interesting and challenging period for IG. The year was dominated by a
series of significant global political events, with some surprising outcomes, and a regulatory
landscape entering a period of uncertainty. Against this backdrop, | am delighted that the
Company again delivered record revenue and profits.

OVERVIEW

Surprisingly, given the significance of the political events in the
period - not least the UK's EU referendum, the US presidential
election and a number of key European elections — financial markets
remained incredibly quiet by historic standards. This fact makes our
2017 performance even more pleasing.

The political events will ultimately be consigned to history, but 2017
will be remembered in our industry as the year when regulatory
change came to the fore. And | believe, if regulators can really grasp
this opportunity, the change which is coming will be fundamentally
positive for consumers globally and will put the industry on a firmer
and more sustainable footing going forward.

Throughout our history, IG has always sought to differentiate itself
from other providers by adhering to and, in some cases, going
beyond regulatory standards. We seek to do what is right, not what
is possible. We understand that CFDs and spread bets aren‘t right
for everyone, and we therefore believe that it is in the best interests
of many consumers to be stopped from accessing them. As such,
we target our advertising to an appropriate audience, we don't offer
any form of account opening bonus and we refuse to open accounts
for people who don't understand the product or have insufficient
wealth to be trading financial markets using leverage. | hope
forthcoming changes in regulation will enforce similar behaviours
across the industry, and | look forward to a day when all consumers
are similarly protected.




Given the tough external environment, I'm extremely proud of
the way our people at IG have pulled together over the past

12 months. Teams of employees have been working on our Brexit
planning, others have been heavily engaged in consultation with
our requlators, and more still have been working hard behind the
scenes on initiatives to further differentiate ourselves from our
competitors and to prepare |G to take advantage of regulatory
change - all of this while running the business from day to day. It's
been a fantastic effort, and | want to thank each and every one of
our employees for their contributions during a difficult time.

To guide our business going forwards, | am especially pleased to
have relaunched our Company purpose, vision and values this year.
Detailed below, | believe these statements articulate why |G exists
and what makes us tick. They underpin all our activity, express the
way we behave and set out our ambitions as we strive to achieve
our future vision for the Company.

To demonstrate our commitment to these statements, | and
members of my senior leadership team introduced them to
everyone in the business during a series of more than 50 global
workshops this summer. We also reminded ourselves where IG came
from — we have a history of true entrepreneurialism and innovation.
The feedback at those events was extremely positive, and I'm
confident that we have the right people to deliver our strategic aims
for 2018 and beyond.

Our purpose
We exist to empower informed, decisive, adventurous people to
access opportunities in financial markets.

Our vision
To be a global leader in retail trading and investments.

Our values

Champion the client

Understand them. Be part of their whole experience.
Think big, think long-term. Make every moment count
and stick with them all the way. Do what matters most.

Lead the way

Be brave. Back yourself. Innovate and adapt to win.
Challenge assumptions, ideas, decisions. Ask why. Stand
up and speak your mind. Achieve. Do the right thing.

Love what we do

Make it personal. Care, be passionate, have fun.
Respect our diversity and learn from each other.
Share your enthusiasm, take pride in each other’s
achievements and work as a team.

GROUP PERFORMANCE REVIEW

The Company once again delivered record revenue in the
twelve-month period, up 8% on the prior year to £491.1 miflion
(2016: £456.3 million) ~ a good performance in relatively quiet
financial markets. Profit before tax was ahead by 3% at

£213.7 million (2016: £207.9 million). Operating expenses rose by
14%. Excluding the impact of the acquisition of DailyFX in October
2016, marketing investment, which continued to pay back very
rapidly, accounted for almost half of the absolute rise in expenses.

e = &

Profit after tax was £169.2 million, 3% ahead of the prior year
(2016: £164.3 million), assisted slightly by a fall in the Group's
effective tax rate to 20.8%, from 21.0% in the prior year.

Business performance

In the principal product area, OTC leveraged trading, the Company
experienced good growth across all regions outside the UK. The
strongest relative performance came in EMEA, where revenue was
ahead of the prior year by 17%, with particular year-on-year strength
in Switzerland, Dubai and South Africa. Revenue in APAC was ahead
of the prior year by 9%. Client numbers were up in all regions, with
growth at a Group level averaging 7%. The number of client first
trades was also well ahead of the prior year, up by 15%.

The share dealing service, launched in the UK in 2014, grew well in
the period. It was launched in Australia in the middle of 2016 and
grew well during the year in both countries. At the end of the year,
the Company had just over 20,000 clients holding positions, up
around 200% on the prior year.

In the US, Nadex continued to grow strongly. Group revenue from
the US was 26% ahead of last year, at £14.1 million. Ongoing
marketing success, the addition of further market makers and
technology improvements around latency and the mobile platform
have all delivered benefits.

Further detail of the regional performance is provided in the
Operating and Financial Review on page 30.

Business development
The Company continued to make good strategic and operational
progress during the year.

The rollout of our new web trading platform began late in 2016 with
a trial for UK spread betting clients and has since progressed well.
This is now the default platform for UK spread bettors, with more
than half of all client desktop trades being placed here. The CFD
rollout will commence later this year in the UK and will be extended
to other countries by the end of 2017.

The Company relaunched its limited risk account in July 2016, which
requires all clients using the account to cap the downside risk of
every trade, which avoids them ever having a negative balance on
their account. IG also only provides this type of account for new
clients with lower levels of appropriateness, experience or wealth.

In the last half of the year, around 28% of all OTC leveraged first
trades were limited risk.

The acquisition of DailyFX from FXCM for $40 million was
completed in October 2016. While the websites are delivering the
expected number of new leads, the rate of conversion into trading
clients has been lower than anticipated. However, the accounts
which are opened have proved to be more valuable than expected.
This asset is likely to prove increasingly valuable in countries where
paid-for-marketing restrictions are put in place.

IG is in a period of rapid product transition. The Company launched
its discretionary managed investments service in the UK towards the
end of this financial year. Together with the share dealing service,
this is expected to be an effective means of engaging and retaining
valuable leveraged trading clients. The number of clients using
multiple products (a leveraged account and a share dealing or
investments account) more than doubled in the period and there is
early evidence that these clients trade more actively, making them
more valuable.
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Leading the way

IG takes its leadership position in the industry extremely seriously
and constantly assesses its self-imposed restrictions and controls,
which ensure access to complex financial products is only provided
to clients for whom they are appropriate. Just after the end of

the financial year, the Company carried out a full review of its
onboarding criteria and process. As a result of this, IG altered
various elements, including raising its self-imposed wealth hurdles
and its minimum deposit. IG has also created and rolled out
globally 2 new appropriateness test, which means that prospective
clients who were previously allowed to proceed at their own risk
can no longer have a leveraged account with IG unless they can
demonstrate that they understand the potential risks and rewards of
such an account. This is a clear example of IG doing the right thing
to ensure fair client outcomes and going beyond what is demanded
by regulation. As a result of these actions, the Company expects to
recruit fewer clients, of greater average value, and so may see a fall
in simple measures of market share.

Regulation

The retail leveraged trading industry is under scrutiny globally,

with particular emphasis currently in the UK and Europe. This new
level of scrutiny is overdue and IG believes that a well thought
through update to regulation should be beneficial for clients - if
proportionate, consistent and properly enforced. IG has
differentiated itself within the industry through its adherence to

the highest regulatory standards and its focus on fair outcomes

for clients. However, too many providers have been allowed to
enter this industry in recent years, many of which have behaved
very badly and targeted clients for whom such a product is

entirely inappropriate. This has been exacerbated by an influx

of entirely illegal providers, based in offshore regimes and using
the uncontrollable nature of the internet to take advantage

of unsophisticated or unwary individuals through misleading
advertising. These companies have often provided a single product,
the up/down binary option, using high-pressure sales practices. This
combination of poorly regulated and illegal providers has often left
the impression that the entire industry is at fault and made it very
difficult for compliant providers, such as IG, to make their voices
heard. In order to improve outcomes for clients, the Company
believes it is vital that regulators support and work with companies
like IG to remove or greatly reduce the impact of these illegal and
the poorly supervised providers.

In recent months, IG has been even more active in liaising with
regulators to assist them in their efforts to improve outcomes for
clients across the world. There are a number of reviews either
complete or ongoing in countries where IG has either a presence or
a material degree of business.

In Australia, the Government and regulator are proceeding to
better protect client money — in the way that IG always has - and
onal powers of intervention on financial products
provided to retail. IG welcomes both of these measures. In Dubai
the regulator, the DFSA, has indicated an intention to alter the
current regime surrounding leveraged products. IG has assisted
the considerations of the DFSA and the outcomes are expected to
be announced in the near future. The Company does not believe
its activities are the subject of regulatory concern and so does not
expect the changes to materially impact its operation in Dubai.

In Europe the regulatory situation is complex and in transition. IG
is working with National Competent Authorities {NCAs) in several
countries and has also been in discussion with the European
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Securities and Markets Association (ESMA)} and shared its concerns
about the divergence of regulation across the EU.

Consultations in France and Germany have been finalised, and the
outcome of a requirement to provide an account which limits the
downside for clients fits with the leadership position IG took last
year and enhances |IG's competitive position in these countries. The
results of the consultations in The Netherlands and Ireland have not
yet been announced.

In December 2016, in the UK, the FCA announced its intention to
enhance conduct of business rules for firms providing contract for
difference products to retail clients, and detailed a very specific set
of proposals. Following an announcement by ESMA in June 2017,
the FCA decided to delay making final rules until ESMA finalises its
discussions. ESMA announced it is in the process of discussing the
possible use of its product intervention powers under Article 40 of
MiFIR, the possible content of any such measures, and how they
could be applied. Measures being discussed include leverage limits,
guaranteed limits on client losses, and restrictions on the marketing
and distribution of these products.

The Company believes a common set of regulations across the EU
provides a greater chance of successfully protecting consumers
against poor behaviour in the industry. Any inconsistency in the
application of regulatory standards in the EU region only creates
arbitrage opportunities for ill-intentioned providers to take
advantage of less sophisticated consumers. |G will continue to
engage actively with NCAs and ESMA to seek to establish a set of
rules which improve consumer outcomes and protect competition.

In its engagement to date, IG has provided consistent advice to
dividual NCAs and to ESMA. IG believes the correct response
needs to be broad and properly enforced. IG sees five main areas
where regulators are expressing concern and suggesting the need
for remedies:

* Marketing. Regulators are seeking to ensure the product is
marketed only to the correct audience, with an appropriate
risk warning, including the probability of trading successfully.
This would also outlaw sports sponsorship. IG fully supports
this development

+ Bonus offers. There is a movement to ban account-opening
bonus offers. IG does not offer these and fully supports
this development

* Appropriateness. There already exists an obligation to assess
whether a product is appropriate for a prospective client.
However, under current MiFID guidance, firms are allowed to
warn prospective clients that the product is inappropriate but
allow them to proceed to trading. The ESMA Q&A makes it
clear that a prospective client should not be allowed to proceed
where the product is deemed inappropriate. IG does not take on
inappropriate clients and fully supports this development

¢ No-negative protection. Certain NCAs have mandated only
offering accounts to retail clients where the client cannot lose
more money than they have deposited on their account. ESMA
has indicated this may form part of its future guidance. IG
already offers this option and fully supports this development

* Leverage. There already exists an obligation to act in the best
interests of a client. Given this, it is already impossible to justify
high levels of leverage where the significance of the transaction
fee can skew the client's probability of success. IG does not offer
any products with this characteristic. However, there is pressure
from certain regulators to explicitly cap leverage levels. With the




caveat that any mandated leverage caps should aim solely to
resolve the probability issue, IG fully supports this development

Potential regulatory impact and actions
being taken

IG's UK and EU OTC leveraged revenue last year of £330 million
included £78 million from products and clients for which it is
anticipated any regulatory impact would be minimal - equities
trading, where leverage levels are low, corporate clients and
non-resident clients. Therefore, around half of Group revenue will
be unaffected by the proposals being discussed by regulators
across the EU.

A potentially significant mitigating factor to the impact of any
regulatory restrictions on retail clients, would be qualifying clients
electing to take on a professional status in order to continue to
trade as before. To qualify, a client must pass two of the three tests
defined under MiFID: sufficient trading experience, a substantial
investment portfolio, relevant occupational experience. As

has always been the case, the Company’s revenue is relatively
concentrated towards the most active end of the client base. In
the last year, 80% of the Group's revenue (excluding the US) was
generated by less than 9% of clients. The vast majority of IG's top
9% of clients have a recent trading history which would suggest
they should pass the sufficient trading experience test. In addition,
a recent independent survey found that approximately 15% of IG's
clients have a financial instrument portfolio of a sufficient size to
pass the second test. These statistics underline the journey the
Group has been on for a number of years to focus on serving the
upper end of the OTC leveraged trading market. The Company
cannot be sure of the degree of overlap between these groups of
clients, and it is not possible to determine how many eligible clients
would choose to be classified as professional.

For clients who would not be able to, or who choose not to, take
on professional status, it is not possible to determine how they
would respond to regulatory restrictions on their activities. Overall,
IG clients with open positions are leveraged under ten times. This
calculation compares client cash on accounts with open positions
to the total size of those notional trading positions and makes no
allowance for the very different levels of leverage in the various
asset types.

Many of the Group's clients, however, currently have excess cash

on their account compared to the trading margin required, and
could choose to continue to trade with less headroom. Some clients
may choose to increase the cash on their account to maintain their
headroom. Other clients may choose to utilise their share portfolio
held with IG as collateral. It is likely that some clients will simply
constrain their trading, or open an account with a less constrained
provider, although an EU-wide harmonised approach to regulation
reduces that risk.

IG has commenced work on developing a multi-lateral trading
facility (MTF) to serve the European market. This on-exchange
offering could provide further protection for IG’s business across
Europe and increase the opportunity for further growth in this
region. There can be no certainty of success here.

The Group is planning for the UK’s exit from the EU, and good
progress is being made in securing regulatory approval for a
subsidiary based in the EU. The Group is also at the early stages of
exploring further opportunities outside the EU.

In the Company’s experience, when tighter regulation has been
applied appropriately, client outcomes have improved, the industry
has become more sustainable, and more compliant providers have
benefitted over the longer term.

Outlook

IG will continue to lead the way in the industry with respect to

how it markets its services, how it deals with clients, and through
the products and levels of client service it offers. IG believes in
doing the right thing, rather than simply complying with minimum
regulatory requirements. The Company is taking measures to
further differentiate itself within its core OTC leveraged derivatives
trading environment, and will continue to improve the transparency
of its products, and extend its geographic footprint in order to
maintain and extend its competitive advantage. The recent product
extension into share dealing and investments sets IG further apart
from the competition and extends the loyalty of the current

client base.

None of the recently announced regulatory changes have adversely
impacted the business to date, and the current year has started well.
The nature and timing of potential regulatory changes in the UK and
some other key markets for the Group remain uncertain, and it is
therefore difficult to predict what impact, if any, regulatory change
may have on the Group this financial year and beyond. Actions have
been taken to manage costs, to allow for investments to be made

in strategic initiatives without a significant increase in the fixed cost
base. Operating costs excluding variable remuneration in FY18 are
expected to remain at a similar level to FY17.

IG is better placed than most, if not all, providers in the industry to
both influence and respond to regulatory change. The Company will
continue to engage fully with regulators, to seek to achieve the best
possible outcomes for current and future clients of this industry, and
the greatest long-term value for shareholders of the Company.

S

Peter Hetherington
Chief Executive Officer

18 July 2017
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STRATEGY AND OBJECTIVES

Objective

Progress in 2017

Address the needs of active traders and investors

oigyel
\Q//

Our goal is to build lasting, valuable relationships with our
clients. Having previously targeted active traders, who are
valuable because they tend to deal frequently and in large
sizes, we have now widened our product range in our more
mature markets to appeal additionally to sophisticated and
active investors. These clients select providers who offer
the best tools and products and the highest standards of
integrity to manage their long-term finances. IG is ideally
positioned to fulfil their needs, and so to enhance client
loyalty and improve retention.

¢ Successfully launched a new self-directed wealth
management platform to UK investors, with a full
ISA and SIPP offering

¢ Launched and rolled out our market-leading
limited risk account, which provides
downside-protection for clients

* Broadened the IG ecosystem through MylG,
allowing clients a single portal from which to
access all their accounts, education, analysis and
content. Additional functionality will be continually
rolled out through this tool

* Purchased assets of DailyFX - a news, research and
analysis website that helps clients and prospects
improve their trading knowledge. With content
that is suitable for novice traders through to those
with advanced knowledge, it helps people identify
trading opportunities and offers education and
insight, with direct links to IG’s product set

Achieve, maintain or extend market leadership

Our market leadership in CFDs and spread betting reflects
the unrivalled service, products and platform technology we
provide. We will continue to strengthen our position in these
core products, while also creating competitive innovative
offerings in the share dealing and wealth management
fields. These initiatives will be founded on our existing
strengths — cutting-edge technology, transparency, integrity
and expert client service - helping to drive the long-term
profitability of our business.

* Achieved significant client growth over
the year — 7% in leveraged and 203% in
non-leveraged trading

¢ Maintained our revenue per trade

¢ Delivered strong revenue growth at Nadex —
26% increase year-on-year

¢ Introduced a brand new, market-leading trading
platform that includes built-in training, analysis
and insight functionality. This platform is now
used by all spread betting clients who joined IG
from January 2017. The transition of other clients
is ongoing

* Introduced improvements to our application
process, making it more straightforward for
appropriate applicants to become clients. This
work has included enhancements to our document
upload capabilities and a refocussing of our sales
teams, so applicants are always contacted by a
product expert prior to becoming a client

Strengthen our global reach

We have a mix of more and less mature countries of
operation, all of which have room for growth. Having initially
executed our international expansion by establishing a local
presence, we are now also seeking to grow our business
across borders, without the need for a physical presence,
utilising the strength of our single, global brand, combined
with our expertise in online marketing techniques.

¢ Achieved significant growth in our new Switzerland
and Dubai offices, both of which are performing
ahead of our expectations

* Continued roll-out of localised websites to
improve client acquisition across diverse territories

¢ Over £35 million of revenue generated from
clients based in countries where we do not have
an office
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Priorities for 2018

Continue development of our investments product, including allowing clients to individually configure their portfolios, and consider the
launch of the product in additional countries

Support this with an extension of the share dealing platform, improving functionality around dividend reinvestment and a regular
savings mechanism

Take an increasingly analytical approach to client content, providing clients with tailored materials that are delivered at the right time,
on the right platform, in the right format for them

Provide clients with complete transparency in their trading and investing, through improved analytics

Extend our leadership position by further improving our application procedure, to ensure only entirely appropriate clients receive
accounts with IG

Provide an unrivalled customer experience by leveraging our internal expertise, acting on research and analytics data and making best
use of tools such as our customer contact management system -

Extend our availability to clients, moving closer to 24/7/365
Adapt our offering to enable IG to adjust very quickly to regulatory change
Continue to expand our share dealing and investments business

Offer clients an ever-increasing range of products in response to their demand, and market opportunities; for example, increasing our
range of crypto currencies

Increase opportunities in non-office locations by providing dedicated ownership of target countries
Develop best-in-class websites that boast easy navigation, leading-edge web technology and effective search engine optimisation
Maximise the impact of DailyFX to expand IG’s brand awareness in retail FX

Assess opportunities to expand into additional countries as regulatory developments allow
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STRATEGY AND OBJECT'VES continued

Objective

Progress in 2017

Deliver quality service to our clients

%

By maintaining absolute integrity, delivering excellent
customer service and fast, reliable execution with
transparent pricing, we strive to make our clients feel secure
and confident in trading with us. This results in a longer,
more valuable relationship.

Qualified as a member of the Institute of
Customer Service

Delivered significant customer service
improvements, mainly driven by the
implementation of market-leading customer
relationship management systems. Such
enhancements include a drop in our average
call-waiting times from 59 seconds to 10 seconds
and a reduction in our email response times from
six hours to just one

Improved training for client-facing staff, all of
whom undergo a 12-week induction programme
that includes classroom and on-the-job training, as
well as a buddying programme

Introduced PayPal as a payment method, acting
on research that told us circa 30% of clients would
welcome it

Created a specialist payments team, improving
client satisfaction in this area by more than 10%
over the year

Sustain our leadership in technology

The market-leading functionality, speed and security

of our platform and its proven resilience are essential

to maintaining client satisfaction and enhancing client
acquisition and retention. We will continue to invest in our
core online platform to stay at the forefront of the market,
while also focusing on improving the functionality we offer
on mobile devices.

Increased investment in technology development
aimed at improving and personalising our
service to clients. Examples include increased
customisation options, delivery of appropriately
tailored content, streamlined payment processes
and enhanced consistency across all devices that
clients use to trade

Commenced the rollout of our new web
trading platform, with enhanced trading and
research functionality

Launched our investments product in the UK as
IG's first fully cloud-based offering, allowing us
greater scalability without requiring investment in
our own IT infrastructure
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Priorities for 2018

* Through our membership of the Institute of Customer Service, improve our benchmarking results versus last year
* Optimise our location and people strategy to ensure better availability when clients want to interact with us
¢ Further enhance our payment processes to improve response times and drive down costs for our clients

¢ Use the data which is becoming available to us from better systems to continually enhance our performance in customer service

* Make our new web trading platform available to all clients

« Offer clients more opportunity to customise their IG experience though the MylG portal

» Deliver further improvements that keep us at the forefront of the market, through the flexibility that the new platform allows
* Enhance the mobile solution in line with the web platform

* Deliver enhanced functionality and speed in the US to support the growth of Nadex

¢ Deliver significant back-office improvements to meet the requirements under MiFID Il and MiFIR

¢ Continue to invest in cyber security to keep client accounts protected
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BUSINESS MODEL AND RISK PROFILE

IG exists to empower informed, decisive, adventurous people to access opportunities in

financial markets.

The business offers its clients opportunities to trade in a wide range
of markets, including equity indices, individual equities, forex,
interest rates and commodities, through online dealing platforms.

The business also offers its clients a share dealing platform, as well
as an innovative portfolio-based product for longer-term investment
purposes in partnership with BlackRock, one of the world's leading
asset managers.

RISK PROFILE

I1G’s business model is based on generating a return from its services
through transaction fees charged to clients. The level of revenue

in any period is predominantly driven by the number of active
clients the business serves in that period and the level of activity
undertaken by each client.

The business does not seek to generate returns from actively taking
market risk, it does not take proprietary trading positions, and its
revenue is not dependent on the direction of market movements.

In accordance with the risk appetite set by the Board, the Group
accepts some exposure to market and credit risk to optimise the
efficiency and effectiveness of its services to clients. The business
manages the market risk it faces in providing its services to clients
by internalising client flow and hedging when the residual exposures
reach defined limits, so that its returns are driven by transaction

fees charged and are not significantly affected by movements in
market prices.

As a result of its business model, the Group also faces liquidity and
capital adequacy risk.

The business faces operational risks, including those arising through
technology, people, process and external events.

The Group faces conduct risk relating to how it deals with its clients
and with the markets.

IG operates in a dynamic competitive environment, and its revenue
is dependent on the number of active customers and the level of
their activity. The business therefore faces risks relating to market
conditions and its competitive position.

The business operates in a number of geographic markets and is
regulated by various different financial services regulators in those
markets. These regulations affect how the business is able to market
and provide its services to clients. The regulations relating to the
products and markets in which the business operates are continually
evolving. IG supports the objectives of the recently proposed and
enacted regulatory changes in many of its markets, but the business
does face risks arising from changes in its regulatory environments
that may adversely impact its activities or its competitive position.

CLIENTS

Our core focus continues to be the active retail trader — a
knowledgeable, demanding and valuable client who expects highly
sophisticated technology and uses it frequently.
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We put our clients at the heart of everything we do, and we strive
to ensure that we understand our clients’ needs and consistently
deliver fair outcomes and positive experiences. We have a very low
tolerance for poor consumer outcomes, and we are committed to
continued investment in process, training and culture to prevent
unsatisfactory customer experiences and to address root causes
where any practice falls short.

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

Central to our commitment to our customers is the quality of

our order execution. We process 100% of active client trades
automatically. We never requote prices and, outside our set margin
of tolerance, our innovative price-improvement technology enables
customers to receive a better price if one becomes available as a
trade is executed.

Clients’ investment requirements and appetite for risk change over
time, affected by factors such as family or financial commitments
or the need to plan for retirement, and this offers us the
opportunity to broaden our product set to appeal to relatively
sophisticated investors.

Our range of products for retail clients includes share dealing and
investment portfolios, and clients are able to hold their investments
in ISAs and SIPPs. Offering these services allows us to deepen

and lengthen our relationship with our clients by catering for their
evolving needs.

in addition to dealing directly with clients, |G services clients
introduced through third parties who do not have their own
front-end offering and want to take advantage of our award-winning
dealing technology and expertise. They introduce their clients to us
and we handle all trading activity and provide back-end support.
The introducer manages the client relationship.

IG also provides services to corporate entities, including asset
managers, hedge funds, broker dealers and competitors who
lack sufficient scale to gain direct access to the major

hedging counterparties.

We carefully assess the risk and potential returns from introducers
and corporate entities and only partner with reputable institutions
that are committed to the same rigorous standards of regulatory
compliance as ourselves, and that fit our risk profile.

Client acquisition and education

Acquiring a new client begins with a targeted global marketing
effort, with online marketing managed centrally and offline
activity managed by country offices. Our sophisticated online
marketing uses an algorithmic approach, which enables us to
reach larger numbers of the right prospects more efficiently. We
are able to react immediately to world events, creating campaigns
rapidly and rolling them out to relevant regions, with appropriate
local adjustments.



As well as marketing our products directly, we provide a number of
education, news and analysis services, which encourage people to
engage with IG and to learn about our products and how to trade

effectively and responsibly.

These include the IG Academy app, the |G Live TV channel, a suite
of YouTube videos, and a wide range of seminars and webinars.
During the past financial year the Group purchased the DailyFX
website, a leading global news, information, and education and
discussion portal for retail traders, particularly in FX. This is a
further commitment by the Company to acquiring new clients and
providing valuable resources to educate, engage and develop its
client base. These assets reinforce our commitment to transparency,
ensuring our new and existing clients are well informed about

our services.

Our extensive educational resources also include an introduction
programme that promotes responsible trading. Clients can access
expert tutorials, which cover everything from fundamental trading
concepts to risk management. We continually keep this content
engaging and targeted towards our clients’ needs.

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 various technical analysis tools that enable our clients to screen
markets for trading opportunities and to receive alerts when trading
signals appear.

Appropriateness

Our products are not appropriate for everyone, and good conduct
is particularly vital in relation to marketing and client recruitment
to prevent poor consumer outcomes. We seek to ensure that our
advertising is not reaching an inappropriate audience, and that
our clients appreciate the risks involved with our products and
understand how our services work.

We follow strict guidelines to ensure that we only promote our
products to a target audience within appropriate sectors and
demographic groups. We also conduct rigorous checks to ensure
that all promotions are clear, fair and not misleading, 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 determine whether our products are
appropriate for them. We actively question applicants to assess
whether they have the necessary knowledge and experience to
understand the risks involved. We ask clients for details of their
income and savings, both at account opening and in rolling reviews.
Based on the results of these assessments, in addition to providing
clear warnings about the appropriateness of the product, we may
decline to open an account, or provide an applicant with a type of
account where risk is limited. We may also close an open account.

Client risk management tools

We take very seriously our responsibility to help clients understand
the risks associated with trading and to provide them with tools

to manage this. Given our business model, it is in IG’s interest

to develop lasting relationships with clients, as those who are
more successful stay with us over the long term and become

more valuable.

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

Our clients can choose to attach guaranteed stops to their
positions, so that they know their maximum possible loss at the
outset of a trade. Our innovative charging system encourages

our clients to use guaranteed stops: no premium is payable for
attaching a guaranteed stop unless it is triggered, so clients will
frequently receive protection free of charge. |G is the first provider
to offer guaranteed stops on this basis.

Our close-out monitor (COM) liquidates clients’ positions when their
margin has been significantly eroded and helps protect clients by
closing positions automatically. At 31 May 2017, 99.75% of all client
accounts were subject to the automatic COM procedure.

We also offer a limited risk account. This is the default account for
less-experienced clients or clients towards the lower end of the
wealth scale. Clients who are eligible for our other account types
can request a limited risk account, if they so wish. These limited

risk accounts are ‘double-lock accounts’. The client knows the
maximum potential loss on every trade at the outset, and benefits
from the guarantee that they cannot lose more than they have on
their account. This gives clients certainty on the potential downside,
enabling them to feel more secure and more confident to trade.

REVENUE GENERATION

The Group's business is conducted through four revenue-generation
models: OTC leveraged derivatives, exchange-traded derivatives,
share dealing and investments.

OTC leveraged derivatives

The vast majority of the Group's revenue is derived from OTC
leveraged derivatives. Clients enter into derivative instruments:
contracts for difference, financial spread bets and options. These
enable them to take long or short positions, for varied durations,
in a wide range of financial and other markets, gaining exposure to
price movements in those markets without needing to buy or sell
the underlying asset.

The Group's OTC leveraged derivatives are priced to clients by
reference to prices in the underlying markets. When markets are
open, the prices of the derivative contracts are updated in real time,
reflecting the prices in the underlying markets. For the majority of
the derivatives, the price includes a spread around the underlying
market price. For some derivatives on single equities, clients are
charged a commission instead, and the contract does not include

a spread. Clients are charged funding when long positions are

held overnight, and receive funding when short positions are

held overnight.

IG is the counterparty to the OTC leveraged derivatives that clients
enter into, and as a result the business faces market risk. The Group
accepts this market risk in order to allow instant execution of client
orders. The business manages the market risk it faces through
internalisation — allowing individual client trades to offset against
each other - and by hedging the residual risk in each market at
defined limits by entering into derivative contracts with its hedging
brokers. The Group seeks to hedge its residual market exposures

in an efficient manner by grouping its exposures into asset classes,
and therefore does not hedge its exposures exactly, which gives rise
to basis risk.
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BUSINESS MODEL AND RISK PROFILE continued

Through the process of internalisation and hedging, the Group
limits the market risk it faces so that its trading revenue from OTC
leveraged derivatives predominantly reflects the charges paid by
clients through spread, commission and funding, less the costs
incurred in hedging. This internalisation is key to the Group's
business model and profitability, as it reduces the cost of hedging
market risk in the underlying markets.

The majority of the OTC derivatives offered by the Group are
‘leveraged’. Clients trade contracts for difference or financial spread
bets, on ‘margin’. Clients only need to have sufficient funds in their
account to cover the margin required to enter into a derivative
contract, not its full value.

Margin is usually expressed as a percentage of the notional value
of the trade, and allows a client to use leverage to take a position
in a market with a notional value that is significantly in excess of the
funds they are required to deposit. Leveraged derivative contracts
therefore magnify the gains or losses a client can make relative to
the funds deposited.

The Group faces client credit risk, as leveraged contracts can result
in a client making losses in excess of the funds in their account,
and they may be unable to fund those losses. The level of margin
for each contract is set according to the volatility of prices in the
underlying market, and is intended to reduce the client credit risk
faced by the Group.

The Group’s OTC leveraged derivatives activities give rise to
liquidity risk. The business trades its hedging contracts on margin,
and is required to deposit initial margin with its brokers reflecting
the gross amount of open positions with each broker. As the gross
amounts of open positions change, and as market prices move,
the amount of margin the Group has to deposit also alters, and the
Group is required to deposit margin with its brokers on demand.
The business therefore faces liquidity risk through its hedging
activities, and counterparty credit risk through the amounts it holds
on deposit with its brokers.

The Group's exposure to any one hedging counterparty is restricted
by large exposure rules, and the Group needs to maintain a number
of different hedging relationships to manage the capacity it requires
to hedge.

Exchange-traded derivatives

The Group's trading revenue in the USA is derived from
exchange-traded derivatives. The Group operates a regulated
derivatives exchange, and clients can trade binary options contracts
on a wide range of underlying markets, with various strike prices
and expirations. Clients become members of the exchange and pay
a trading fee on each side of the trade: once to open, and once

to close. Under this model, clients do not trade on margin, and
therefore these contracts do not involve leverage, and the exchange
does not face either market or client credit risk.

Prices for contracts listed on the exchange are provided by market
makers, who are also members of the exchange and pay fees for
trading. IG operates as one of the market makers to the exchange,
and faces market risk as a result of this activity.
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Share dealing

The Group operates a share dealing platform, through which clients
can buy and sell individual equities listed on exchanges around

the world.

The Group charges a transaction fee for each purchase and sale
transaction, and its trading revenue from this service is net of the
execution fees the Group pays in the market.

Clients fund the purchases of equities in full at the time of placing
the order. This activity does not give rise to any market risk or client
credit risk for the Group.

Investments

The Group offers a portfolio-based investment service. Clients are
advised, through undertaking an online questionnaire, which of
five portfolios comprising a basket of ETFs is best suited to their
investment needs, and these portfolios rebalance periodically.
Allternatively, clients can choose their own portfolio of ETFs to
reflect their investment profile.

The Group charges a percentage fee on the value of the assets
under management, and its trading revenue reflects these fees less
the amount paid to the provider of the ETFs.

Clients fund the purchases of the investments in full at the time of
placing the order. This activity does not give rise to any market risk
or client credit risk for the Group.

DIFFERENTIATION - BRAND,
TECHNOLOGY AND SERVICE
Brand

IG is a global leader in online trading and the trusted partner for
185,000 clients. A FTSE 250 company with market capitalisation of
over £2.0 billion, the Group has a long history of profitability and
financial strength.

IG started in 1974 as the UK'’s original financial spread betting
provider, introducing a completely new, accessible way for people
to trade on gold, by defining it as an index. Since then, the Group’s
innovative, client-focused approach has enabled the business to
grow, expand internationally, and broaden its product range, and
today IG is the world’s No.1 CFD provider as well as maintaining its
considerable UK market leadership in spread betting. The unified
global IG brand was established in 2013 through the acquisition

of the 1G.com domain. This pivotal event gave the Group the
framework to consolidate its global web traffic through a single
route in order to focus on online leadership — something that is
increasingly important for acquiring, educating and providing a high
level of service for clients.

Technology

The Group's success has been founded on developing technology
that is market-leading and empowering for clients. The business
invests in developing new tools and features for its client-facing
platforms -~ a continuous process that is directed by detailed
research into clients’ evolving needs.



This year IG has launched its new web trading platform, which
delivers a greatly enhanced trading experience. Its speed,
customisation facilities and integrated news and analysis feeds are
at the cutting edge of trading technology. Designed to provide
an intuitive, personalised experience for traders of all styles and
knowledge levels, the new platform is at the core of the suite of
trading tools and resources offered to clients.

Desktop platforms are complemented by mobile apps, and the
business continues to invest in solutions that enable a seamless
transition between desktop and mobile devices. Clients can also
access extensive educational resources, in an engaging, interactive
format, via our IG Academy app.

For more advanced and institutional clients, the business provides
a range of professional technology, including a direct market access
(DMA) platform, sophisticated technical analysis tools and web

APl solutions.

Service

Providing nts with the best service is at the heart of our
corporate culture at IG. Our operating model and our offices
around the world allow us to provide a 24-hour service to clients.

In addition to our global network of offices, we have operations
and development centres in Krakow and Bangalore that allow us to
access the skills we need to support clients.

The business offers a range of free seminars and online tutorials
for clients, and provides dedicated 24-hour support from our
client services team. This team is fully trained to understand our
products and how they are best suited to individual clients. Clients
can contact |G client services through email and telephone, and
personal interaction is IG’s preferred mode of communication. The
business seeks to ensure that correspondence with clients is always
clear and fair, and is never misleading.

To ensure that clients are at the heart of the business, feedback
is encouraged and |G offers clear channels for comments and
complaints. The business closely monitors its service standards
through key performance and risk indicators tracked in real time.
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MAIN TRENDS AND FACTORS LIKELY TO AFFECT THE FUTURE DEVELOPMENT,

PERFORMANCE AND POSITION OF THE COMPANY'S BUSINESS

The impact of the changing
regulatory environment

IG operates in a highly regulated environment, which is continually
evolving. In the last year, there has been a series of significant
regulatory proposals, particularly from the UK and other European
Union country regulators, to impose restrictions on the provision
of leveraged products to retail clients, which were unexpected in
their severity.

Over the last 43 years IG's strategy has been one of differentiation
within the industry, through its adherence to the highest regulatory
standards and its focus on fair outcomes for clients. IG believes in
robust, proportionate and consistently applied regulatory oversight
of the CFD sector, and as such fully supports the regulatory
objective to improve consumer outcomes across the industry.

The timeline for the determination of the final rules and their
implementation in many of the geographic markets in which the
Group operates remains uncertain. It is too early to determine
precisely how consumers will react to these new rules and what the
long-term outcome for the Company will be. IG has a history of
innovation and flexibility, and a proven track record of deploying
technology and skills to adapt its business in response to regulatory
and market changes. In the Company's experience, when tighter
regulation has been applied appropriately, client outcomes

have improved; the industry has become more sustainable and
high-quality providers, like IG, have benefitted over the longer term.

More detail on regulatory change is included in the Chief Executive
Officer’s Review on page 16.

The level of marketing spend, the
effectiveness of marketing in attracting new
clients, and the rate of client attrition

IG’s business model is based on generating a return from its services
through transaction fees charged to clients. The level of revenue

in any period is predominantly driven by the number of active
clients the business serves in that period and the level of activity
undertaken by each client.

The Group invests in marketing each year to attract new clients, and
seeks to retain clients through the provision of quality services and
products. The number of unique active clients has been increasing
for the last three years, with the number of new clients trading for
the first time each year, together with the number of clients who
returned to trading, exceeding the number who stopped trading.
This trend has been a key driver of revenue growth.

The Group continues to focus on the effectiveness of its marketing,
and manages the level of marketing spend to maintain an attractive
payback on the investment. The level of marketing spend in any
period varies according to the perceived opportunity to spend
effectively, and changes in the level of marketing spend, in

the effectiveness of that spend, or in the rate of client attrition

and reactivation could have a significant effect on the Group’s
future performance.
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The level of investment in, and success of,
new initiatives

The Group continues to identify opportunities to invest in new
initiatives to further broaden its range of products and services
and its geographic coverage. These investments tend to have a
longer payback period than marketing investment, and the level
of investment depends on the opportunities available. Financial
performance in any one period can therefore be affected by the
extent of such investment, and future performance will be affected
by the success of such initiatives.

The level of volatility in financial markets

IG's business model is based on generating a return from its services
through transaction fees charged to clients. The level of revenue

in any period is predominantly driven by the number of active
clients the business serves in that period and the level of activity
undertaken by each client.

One factor affecting the ability to attract new clients and the
willingness of clients to trade is the opportunities clients perceive
are available to them in the markets. Higher levels of volatility in
financial markets tends to generate trading opportunities, which
support the Group’s efforts to attract new clients and the level

of individual client trading activity. Measures of financial market
volatility, such as the VIX index, have been at historically low levels
over the last three years. It is expected that an increase in the
general level of financial market volatility would be beneficial to
the Group’s revenue, which is therefore partly dependent upon
market conditions.

The UK's exit from the European Union

The Group currently operates its business in the EU through
branches of its UK-domiciled and regulated legal entities, under
the passporting rules. Depending on the terms and nature of the
arrangements under which the UK will leave the EU, the Group
may need to establish one or more subsidiary entities domiciled
and regulated within the EU. The Group has well-developed plans
to deal with this requirement, although the necessity and timing
of the requirement remain uncertain. The success of the Group
in establishing appropriate structures through which to continue
operating its business in the EU, including receiving relevant
regulatory approvals, and the costs involved in establishing and
running additional regulated entities, could have a significant
impact on its future performance.
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OPERATING AND FINANCIAL REVIEW

OPERATING REVIEW

With the increasing geographic and product diversity of IG’s business, and following a management realignment, the make-up of the

segments reported on for the 2017 financial year has been adjusted. This reflects the information format that management reviews for
the purposes of both allocating resources and assessing performance, and includes increased disclosure around the share dealing and
investments business. For further details and a restatement of the prior year's performance refer to note 3 of the Financial Statements.

Reporting segment Revenue (£m) % Change'" Clients (‘000s) % Change Revenue per client”
FY17 FY16 FY17 FY16

UK 2230 222.3 0.3% 64.7 59.9 8% (7%)
EMEA 137.5 173 17% 459 41.6 10% 6%
APAC 1141 104.7 9% 374 36.4 2.8% 6%
Leverage OTC 474.6 444.3 7% 148.0 137.9 7% (0.5%)
us 141 1.2 26% 223 15.2 47% (14%)
Share dealing and investments 24 08 187% 204 6.7 203% (5%)
Multi-product clients (5.0) (2.4) 112%

Group 4911 456.3 8% 185.8 157.5 18% (9%)

(1) The financial tables above contain numbers which have been rounded, while all year-on-year percentages are calculated off underlying unrounded numbers.

The backdrop this year was dominated by significant political
events, including the UK’s EU referendum in June, the US
presidential election in November and elections in key European
countries in the second half of the year. However, the uncertainty
these events created was not reflected in the financial markets,
which, outside the specific events, displayed low levels of volatility.
Although annual revenue was split almost equally between the two
halves of the year, the quarterly performance was more variable.

A weak first quarter was followed by a record second quarter
(£133.4 million). The second half of the year also started quietly
and recovered in the final quarter, with client trading levels peaking
around the French and German elections.

UK

OTC leveraged revenue in this region grew 0.3% to £223.0 million
(FY16: £222.3 million) and represented 45% of Group revenues.
Active client numbers were up by 8% to 64,725 (FY16: 59,940).

As previously outlined, the UK, due to the large installed client
base that comes with the most mature market, responds more

to volatility, both negatively and positively. In the quiet markets,
this, along with the heavy client acquisition around the UK's EU
referendum and the US presidential election, meant that average
revenue per client was down by 7% to £3,446 (FY16: £3,710).

An annual study of the UK'’s retail leveraged trading industry was
released in July 2017. The survey concluded that, although the retail
leveraged trading market remains niche, the number of traders
grew to 148,000 (2016: 138,000 - restated). The survey showed that
IG’s primary market share of spread bettors fell slightly, from 46%

to 45%, and its primary share of CFD traders fell from 27% to 24%.
The measurement of primary market share is based on an estimate
of the number of primary accounts, excluding partner agreements,
and makes no allowance for client value. Therefore drawing precise
conclusions about the share of total market revenue is difficult.

EMEA

OTC leveraged revenue grew 17% to £137.5 million in the
2017 financial year (FY16: £117.3 million), which equates to 28% of
the Group revenue.
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Active client numbers rose 10% to 45,903 (FY16: 41,566) and
revenue per client was up 6% to £2,997 (FY16: £2,821).

This region divides into two broad areas when analysing
performance. Like the UK, the EU-based offices are more mature
and generate a slower rate of growth than the newer, non-EU offices
of Dubai, South Africa and Switzerland. In the non-EU offices, where
the regulatory environment appears more stable, revenue almost
doubled to £30.7 million. Active client numbers were also up in
these countries by 22%, and revenue per client rose by 59%.

APAC

OTC leveraged revenue in the 2017 financial year grew by 9% to
£114.1 million, against a prior year of £104.7 million. This was driven
by a 3% growth in clients to 37,392 (FY16: 36,364) and a 6% rise in
revenue per client to £3,051. Revenue in the second half of the year
was 5% ahead of the first half.

usS

Revenue grew 26% over the period to £14.1 million
(FY16: £11.2 million). Active member numbers were up by 47%
and revenue per client was down by 14%.

Share dealing and investments

Share dealing is now active in IG's two largest markets of the UK and
Australia, and is also offered in Austria, France, Germany, Ireland
and the Netherlands. This is an important strategic product line for
the UK business, which further engages our current client base.

Total client numbers in the year were up around 200% on FY16

at 20,417 (FY16: 6,748). Revenue and first trades were also up by
around 200% to £2.4 million and 18,188 respectively. This is partly
down to ongoing growth in the UK and partly to the launch in
Australia in July 2016.

The IG Smart Portfolio product was launched in the UK in

April 2017, in partnership with BlackRock. This product seeks to
take advantage of the growing market for low-cost passive portfolio
investment products, and is based on BlackRock ETFs.



FINANCIAL REVIEW

Summary Group Income Statement
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Year ended 31 May 2017 Year ended 31 May 2016
£m £m
Net trading revenue 491.1 456.3
Net interest on segregated client funds 40 34
Betting duty and financial transaction taxes (7.5) (11.2) |
Other operating income 19 0.6 -
Net operating income 489.5 4491 3
Operating expenses (276.1) (241.5) (g
Operating profit 2134 207.6 g
Net finance income / (expense) 0.3 0.3 3
Profit before taxation 2137 207.9 *
Profit before tax margin 43.5% 45.6%
Taxation (44.5) (43.6)
Profit for the year 169.2 164.3
Diluted earnings per share 459p 44.6p
Total dividend per share 32.3p 31.4p ]

Net operating income

Net operating income increased by 9% to £489.5 million (2016: £449.1 million), reflecting the 8% growth in net trading revenue, and

a reduction in betting duties reflecting lower client losses on spread betting contracts. The long-term average for betting duties as a
percentage of net trading revenue is around 2%. Net interest income on segregated client funds increased by £0.6 million to £4.0 million
(201 6: £3.4 million), driven by increases in the amount of client money held.
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Operating expenses
Operating expenses increased by 14% to £276.1 million (2016: £241.5 million).

|
Year ended 31 May 2017 Year ended 31 May 2016 a
fm fm ;J-
Employee remuneration costs - fixed 955 833 %
Employee remuneration costs — variable 236 30.2 43
Adbvertising and marketing 645 49.7 <
Depreciation and amortisation 16.4 12.7
Irrecoverable VAT and other sales taxes 14.1 1.2
Regulatory fees 23 5.7 -
Other costs 59.7 487
2761 241.5

Employee remuneration costs

Fixed employee remuneration costs increased by 15% to £95.5 million (2016: £83.3 million). This reflects an 8% increase in average
headcount and a 6% increase in average cost per head. The increase in average headcount reflects investm