NASDAQ OMX Announces Third Quarter 2008 Results

-OPERATING INCOME INCREASES 97.0% TO $165.1 MILLION ($83.8 MILLION IN Q307)-PHILADELPHIA STOCK EXCHANGE TRANSACTION ACCRETES IN Q308-TIMETABLE TO ACHIEVE $100 MILLION OMX EXPENSE SYNERGIES ACCELERATED AGAINNew York, N.Y.-The NASDAQ OMX Group, Inc. ("NASDAQ OMX®"; NASDAQ: NDAQ) today reported third quarter 2008 net income of
$60.1 million, or $0.28 per diluted share, compared with net income of $365.0 million, or $2.41 per diluted share, in the third quarter
of 2007. Included in third quarter 2007 results was a pre-tax gain of $431.4 million associated with NASDAQ's sale of its share capital
of the London Stock Exchange Group plc, which had the impact of increasing diluted earnings per share by $1.95.
For comparison purposes pro forma non-GAAP results are being presented that reflect the financial results of both NASDAQ OMX
and the Philadelphia Stock Exchange as if we were a combined company for the periods presented and exclude certain nonoperational items. Items excluded from third quarter 2008 results are:
●

●
●

●

A $50.7 million non-cash pre-tax loss primarily related to a forward contract to hedge the Norwegian Krone cash payment for
the acquisition of Nord Pool's clearing, international derivatives and consulting subsidiaries;
$8.5 million in pre-tax merger related expenses;
A pre-tax non-cash impairment charge of $7.3 million primarily related to intangible assets of our insurance agency business;
and
$4.2 million in pre-tax expenses associated with workforce reductions and other reserves.

For the third quarter of 2008, net income on a pro forma non-GAAP basis was $109.7 million, or $0.52 per diluted share, an increase
of 27.7% when compared to pro forma non-GAAP net income of $85.9 million, or $0.42 per diluted share, for the third quarter of
2007, and an increase of 7.2% when compared to pro forma non-GAAP net income of $102.3 million, or $0.48 per diluted share, for
the second quarter of 2008.
The remaining results are presented on a pro forma basis unless otherwise noted.
Total revenues were $1.0 billion in the third quarter of 2008. Revenues less liquidity rebates, brokerage, clearance and exchange
fees ("net exchange revenues") were $410.6 million for the third quarter of 2008, an increase of $26.4 million, or 6.9%, from the third
quarter of 2007, and a decrease of $9.7 million, or 2.3%, from the second quarter of 2008.
"During the quarter we continued on our mission to leverage our massive scale against extreme efficiency to build a global business
positioned for success in all economic environments," commented Bob Greifeld, Chief Executive Officer of NASDAQ OMX. "All of the
steps taken, including the acquisitions of the Philadelphia Stock Exchange and the Boston Stock Exchange, as well as the launch of
NASDAQ OMX Europe, are designed to further diversify our product offerings while utilizing the same efficient platform. In many ways,
NASDAQ OMX has never been better positioned to deliver value to our customers and long term returns for our shareholders as we
redefine the role of the global exchange company."
Recent Highlights
●

●

●

●

On October 21, 2008, NASDAQ OMX was added to the S&P 500 index, the most widely watched index of large-cap U.S. stocks.

Reached new market share highs in the trading of U.S. equity options contracts. The combined market share of NASDAQ OMX
PHLX and The NASDAQ Options Market averaged 17.9% during the third quarter of 2008, up from 15.6% in the third quarter
of 2007, while reaching a high of 19.0% during the month of August. Total volume traded grew 54.3% in the third quarter of
2008 when compared to the same period last year.
Total cash equity volume matched on NASDAQ in the third quarter of 2008 grew 47.2% from the prior year quarter while
matched average daily volume reached a record high of 2.8 billion shares. NASDAQ matched 29.6% of all U.S. traded equity
volume in the third quarter of 2008, maintaining its leading position as the largest single pool of liquidity in which to trade U.S.listed equities. And NASDAQ continued to gain share in NYSE-listed securities, matching 23.3% of volume during the quarter.

Launched NASDAQ OMX Europe and recently completed the phased roll-out of trading for approximately 600 listed European
equities. NASDAQ OMX also announced its intentions to launch a London listing venue by becoming a Recognized Investment

●

●

●

●

●

Exchange.
Completed the acquisition of the Boston Stock Exchange (BSE). Subject to SEC approval, BSE will be renamed NASDAQ OMX
BX and will be used to launch a second U.S. equities market.
Became the world leader in cleared power derivatives volumes following the October 21, 2008 acquisition of Nord Pool's
clearing, international derivatives and consulting subsidiaries. NASDSAQ OMX also launched NASDAQ OMX Commodities,
which includes Nord Pool's energy and carbon derivatives products.
Announced a binding agreement to acquire a 22% equity stake in the European Multilateral Clearing Facility N.V. (EMCF) from
Fortis Bank Nederland (Holding) N.V. (FBN) on October 16, 2008. EMCF is a central counterparty clearing house for European
equity trading on exchanges and multilateral trading facilities. NASDAQ OMX's and FBN's objective is to reinforce EMCF's
position as the leading cash equity central counter party clearing facility in Europe.
NASDAQ OMX attracted 62 new listings in the third quarter of 2008, including 21 new listings and 4 IPOs from China, 3
switches from the New York Stock Exchange and 16 from the American Stock Exchange. Notable switches from the NYSE
during the quarter were the CME Group, Inc. (NASDAQ:CME), Seagate Technology (NASDAQ:STX), and Celera Corporation
(NASDAQ:CRA). Also, Automatic Data Processing, Inc. switched its listing from NYSE to NASDAQ on October 21, 2008 while
retaining its three-character ticker symbol ADP.
Board Recruiting, a service of NASDAQ OMX, announced that it created a strategic alliance with leading executive search firm
Heidrick & Struggles to provide companies with enhanced services in board recruiting. The new offering will integrate the
leadership assessment expertise of Heidrick & Struggles with Board Recruiting's online matching system to provide clients with
a broader array of choices in how they identify and recruit director candidates.

"We continue to deliver strong operating results," said David Warren, NASDAQ OMX's Chief Financial Officer. "Our integration
efforts are moving forward well ahead of schedule. The $100 million in expense synergies resulting from the combination with OMX
are now expected to be achieved in the fourth quarter this year, up from the original estimate of year-end 2009, and up from the first
quarter of 2009 target that we communicated last quarter. And the integration of the Philadelphia Stock Exchange is far ahead
schedule, the deal accreted to shareholders this quarter.."

Financial Review
Market Services
Market Services net exchange revenues increased to $299.4 million, up 10.2% from the prior year quarter and up 2.3% from the
second quarter of 2008.
Transaction Services
Net exchange revenues from Transaction Services were $183.7 million for the third quarter of 2008, an increase of $20.1 million, or
12.3%, when compared to the third quarter of 2007. Net exchange revenues increased $7.4 million, or 4.2%, from the second
quarter of 2008.
●

●

Cash Equity Trading net exchange revenues increased from the prior year quarter and from the second quarter of 2008.
❍ Increases when compared to both the prior year quarter and the second quarter of 2008 are due to higher trading
volumes for U.S.-listed equities. Volume matched on NASDAQ systems increased to 179.2 billion shares in the third
quarter of 2008, up 47.2% from 121.7 billion shares in the third quarter of 2007, and up 31.4% from 136.4 billion shares
in the second quarter of 2008.
❍ Somewhat offsetting the increases in U.S. cash equity trading are declines in European cash equity trading revenues.
The decline in revenue when compared to the third quarter of 2007 is driven by a 34.6% reduction in value traded on
the Nordic Markets, offset slightly by a 4.6% increase in trade volume. When compared to the second quarter of 2008,
value traded declined 10.0% while trade volume increased 7.9%.
❍ Included in U.S. cash equity trading revenues in the third quarter of 2008 are $42.4 million in SEC Section 31 fees,
compared with $94.2 million in the third quarter of 2007 and $37.3 million in the second quarter of 2008. Corresponding
cost of revenues, reflecting the reimbursement of these fees to the SEC, is included in brokerage, clearance and
exchange fees.
Derivative Trading net exchange revenues increased from the prior year quarter and from the second quarter of 2008.
❍

❍

The increases when compared to prior periods are primarily due to higher trading volumes for U.S. options contracts.
Total combined volume traded by NASDAQ OMX PHLX and The NASDAQ Options Market increased 53.5% from the
third quarter of 2007 and increased 21.4% from the second quarter 2008.
Somewhat offsetting the increases in U.S. options revenues when compared to the second quarter of 2008 are declines
in European derivative trading revenues, which are primarily driven by seasonally lower trading volumes for derivative
products.

Market Data

Market Data revenues were $87.5 million for the third quarter of 2008, up $5.5 million, or 6.7%, when compared to the third quarter of
2007, but down $0.9 million, or 1.0%, from the second quarter of 2008.
●

●

●

Net U.S. Tape Plan revenues in the third quarter of 2008 were up $0.7 million, or 1.9%, when compared to the prior year
quarter and up $1.9 million, or 5.2%, from the second quarter of 2008.
❍ U.S. Tape Plan revenues reflect revenues generated by members of joint industry plans that distribute the national best
bid and offer and last sale information for U.S. equities. Plan members, such as The NASDAQ Stock Market, share
revenue collected from disseminating this information. The distribution of revenue to each plan member is determined
using a formula, required by Regulation NMS, that calculates each participant's share of trading and quoting activity.
❍ Driving U.S. Tape Plan revenues, net of revenue sharing plans, higher in the third quarter of 2008 when compared to
the second quarter of 2008 were increases in NASDAQ's share of trading and quoting activity in NYSE-listed securities.
Somewhat offsetting this increase is a decline in NASDAQ's share of trading and quoting activity in NASDAQ-listed
securities.

U.S. market data products revenues were $27.1 million in the third quarter of 2008, an increase of $3.9 million, or 16.8%, when
compared to the year ago quarter, and up $0.1 million when compared to the second quarter of 2008. U.S. market data
products revenues reflect revenue generated from the sale of NASDAQ OMX proprietary data products. Revenue growth
when compared to the prior year quarter is driven by the launch of NASDAQ Last Sale, and growth of other proprietary
products including TotalView. Revenue growth when compared to the second quarter of 2008 is driven primarily by the launch
of NASDAQ Last Sale, offset by declines in demand for certain proprietary products and higher than usual revenue in the
second quarter from back-billing of customers.

European market data products revenues were $22.3 million in the third quarter of 2008, an increase of $0.9 million when
compared to the prior year quarter but a decline of $2.9 million when compared to the second quarter of 2008. The increase
from prior year is due primarily to changes in the exchange rate of the Euro as compared to the U.S. dollar. Declines when
compared to the second quarter of 2008 are due to changes in the exchange rate of the Euro as compared to the U.S. dollar
as well as a decrease in demand for certain European data products.

Issuer Services
During the third quarter of 2008, Issuer Services revenues declined $1.9 million, or 2.2%, to $85.1 million from the third quarter of
2007 and declined $2.5 million, or 2.9%, from the prior quarter.
Listing Services
Listing Services revenues were $72.4 million for the third quarter of 2008, down $2.8 million, or 3.7%, when compared to the third
quarter of 2007 and down $4.3 million, or 5.6%, from the second quarter of 2008. Decreases in revenues from prior periods are
driven primarily by lower market capitalization values for European listed equities, which in turn resulted in a decline in European listing
fees of $2.3 million when compared to the third quarter of 2007 and $3.6 million when compared to the second quarter of 2008.

Financial Products
Financial Products revenues were $12.7 million for the third quarter of 2008, up 7.6% when compared to the third quarter of 2007,
and up 16.5% when compared to the second quarter of 2008. Driving the increase in revenues is higher license fees associated with
NASDAQ-licensed products.
Market Technology
Market Technology revenues were $24.9 million for the third quarter of 2008, equal to revenues recognized in the third quarter of
2007, but down $13.8 million, or 35.7%, when compared to the second quarter of 2008. Revenue declines when compared to the
second quarter of 2008 are due to seasonally lower demand for licensed products, technology support and facilities management
services.
Operating Expenses
When presented on a pro forma non-GAAP basis, total operating expenses decreased $4.7 million, or 2.1%, to $222.0 million from
$226.7 million in the prior year quarter and $30.4 million, or 12.0%, from $252.4 million in the prior quarter. The decrease in
expenses was driven primarily by lower compensation expenses, declines in professional and contract services, and reduced general
and administrative expenses. Somewhat offsetting these declines are higher marketing and occupancy expenses and spending on
new initiatives.
Net Interest Expense
Net interest expense was $19.0 million for the third quarter of 2008, compared with $31.2 million for the third quarter of 2007 and

$20.6 million for the second quarter of 2008. The decline in net interest expense is primarily due to lower interest rates.
Earnings Per Share
On a pro forma non-GAAP basis, third quarter 2008 earnings per diluted share were $0.52 versus $0.42 per diluted share in the
prior year quarter, and $0.48 in the second quarter of 2008. NASDAQ OMX's weighted average shares outstanding used to
calculate diluted earnings per share were 214.2 million in the third quarter of 2008 versus 212.8 million in the year-ago quarter and
214.4 million in the second quarter of 2008.
About NASDAQ OMX
The NASDAQ OMX Group, Inc. is the world's largest exchange company. With over 3,900 listed companies, it delivers trading,
exchange technology and public company services across six continents. NASDAQ OMX offers multiple capital raising solutions to
companies around the globe, including its U.S. listings market; the OMX Nordic Exchange, including First North; and the 144A
PORTAL Market. The company offers trading across multiple asset classes including equities, derivatives, commodities, structured
products and ETFs. NASDAQ OMX technology supports the operations of over 70 exchanges, clearing organizations and central
securities depositories in more than 50 countries. OMX Nordic Exchange is not a legal entity but describes the common offering from
NASDAQ OMX exchanges in Helsinki, Copenhagen, Stockholm, Iceland, Tallinn, Riga, and Vilnius. For more information about
NASDAQ OMX, visit www.nasdaqomx.com.
Non-GAAP Information
In addition to disclosing results determined in accordance with GAAP, NASDAQ OMX also discloses certain pro forma non-GAAP
results of operations, including net income, diluted earnings per share, and operating expenses that make certain adjustments or
exclude certain charges and gains that are described in the reconciliation table of GAAP to pro forma non-GAAP information
provided at the end of this release. Management believes that this pro forma non-GAAP information provides investors with
additional information to assess NASDAQ OMX's operating performance by making certain adjustments or excluding costs or gains
and assists investors in comparing our operating performance to prior periods. Management uses this pro forma non-GAAP
information, along with GAAP information, in evaluating its historical operating performance.
The non-GAAP information is not prepared in accordance with GAAP and may not be comparable to non-GAAP information used by
other companies. The non-GAAP information should not be viewed as a substitute for, or superior to, other data prepared in
accordance with GAAP.
Cautionary Note Regarding Forward-Looking Statements
Information set forth in this communication contains forward-looking statements that involve a number of risks and uncertainties.
NASDAQ OMX cautions readers that any forward-looking information is not a guarantee of future performance and that actual results
could differ materially from those contained in the forward-looking information. Such forward-looking statements include, but are not
limited to (i) projections about our future financial results, growth and achievement of synergy targets, (ii) statements about the
implementation dates and benefits of certain strategic initiatives, including the launch of NASDAQ OMX BX, (iii) statements about our
integrations with OMX, the Philadelphia Stock Exchange and certain subsidiaries of Nord Pool, and (iv) other statements that are not
historical facts. Forward-looking statements involve a number of risks, uncertainties or other factors beyond NASDAQ OMX's control.
These factors include, but are not limited to, NASDAQ OMX's ability to implement its strategic initiatives, economic, political and
market conditions and fluctuations, government and industry regulation, interest rate risk, U.S. and global competition, and other
factors detailed in NASDAQ OMX's filings with the U.S. Securities Exchange Commission, including its annual reports on Form 10-K
and quarterly reports on Form 10-Q which are available on NASDAQ OMX's website at http://www.nasdaqomx.com and the SEC's
website at www.sec.gov. NASDAQ OMX undertakes no obligation to publicly update any forward-looking statement, whether as a
result of new information, future events or otherwise.
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