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MANAGEMENT DISCUSSION SECTION 
 
 

Operator: Greetings and welcome to the Bats Third Quarter 2016 Earnings Conference Call. At this time, all 

participants are in a listen-only mode. A question-and-answer session will follow the formal presentation. 

[Operator Instructions] As a reminder, this conference is being recorded.  

 

It is now my pleasure to introduce your host, Mark Marriott, Director of Investor Relations for Bats. Please go 

ahead, sir. 
................................................................................................................................................................................................................................ 

Mark Marriott 
Director, Investor Relations, Bats Global Markets, Inc. 

Thank you, Kevin, and good morning, everyone. Our CEO, Chris Concannon, leads the call today, along with our 

CFO, Brian Schell. As part of today's discussion, we will reference our third quarter 2016 earnings presentat ion 

accessible via our website at ir.bats.com. 

 

Our comments will include mention of non-GAAP financial measures, which are defined on slide three and 

reconciled in the appendix to the presentation. While we believe these measures provide investors useful 

information about our business trends, they do not replace and are not superior to GAAP measures.  

 

Certain statements in the prepared presentation may relate to future events and expectations and, as such, 

constitute forward-looking statements. Actual results may differ materially from those projected in these forward-

looking statements. After our prepared remarks from Chris and Brian, we will open it up to any questions you may 

have. 
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With that, I'll pass it to Chris. 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. 

Thanks, Mark. Good morning, everyone. Thank you for joining. First, let me congratulate the Chicago Cubs and 

our colleagues in Chicago for a great World Series win last night.  

 

I'll begin on slide four. The third quarter of 2016 was another successful period for Bats. We continue to execute 

within our existing businesses. We made significant progress towards several key initiatives, and most importantly 

we announced a transformative transaction with CBOE Holdings. 

 

Strategically, we believe this is a game-changing deal for the company, our customers, and our shareholders, as 

Bats will become a significant part of a very strong CBOE organization, creating a major global exchange 

operator. 

 

As we have said previously, we believe combining CBOE's product innovation, index expertise, and options and 

volatility market positions with our proven proprietary technology and market -leading global positions puts us in 

the best position for long-term success. 

 

Financially, through increasing scale, the combined company will be able to capitalize on considerable cost 

synergies over time. And personally I'm very excited for the opportunity to work as President and Chief Operating 

Officer, alongside CEO, Ed Tilly, a proven leader and an innovator in the exchange industry. 

 

Jointly, we are working on nearly every aspect of the integration planning and synergy analysis, so that once we 

receive the necessary regulatory and shareholder approvals, we can immediately begin the process of i ntegrating 

our operations. As typical in these transactions, we plan to provide additional clarity with respect to the leadership 

of the combined company in the coming months. 

 

The growth opportunities we outlined during our IPO roadshow and in previous earnings calls are still very much 

alive alongside this transaction, whether it be in U.S. Options, Global FX, ETFs, or subscription revenue. In 

addition, we are eager to begin leveraging Bats' global footprint across multiple asset classes with CBOE's tru ly 

unique proprietary product offerings. 

 

For now, we are fully focused on obtaining regulatory approval for the transaction and continuing with our 

integration planning efforts with plans to close in the first half of 2017 remaining intact.  

 

Moving to our results for the quarter. We reported net revenue of $109 million, net income of $29 million and 

diluted earnings per share of $0.29. Our adjusted earnings for the quarter were $35 million and diluted adjusted 

earnings per share were $0.36. We achieved these results because all of our existing businesses performed well 

during the quarter. 

 

We remain the number one exchange operator in U.S. Equities trading, excluding auctions, and maintain the 

status as the number one market operator for ETF trading. In addition, we also remain number one in European 

Equities trading and European trade reporting. 

 

In U.S. Options, while we are the fourth largest options exchange operator, we remain the number one price-time 

priority market and the market leader in single-leg equity options trades. And finally, for the quarter, Hotspot 
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achieved its best market share since our acquisition reaching 12.4%. In addition, we made progress on several 

key initiatives. 

 

First, we continue to make headway in growing non-transaction revenue experiencing revenue growth year-over-

year in both market data and connectivity. Non-transaction revenue makes up more than 55% of our net revenue 

and was responsible for all of the net revenue growth in the third quarter compared to a year ago.  

 

Second, we continue to see success in our ETF listings business, as we welcomed 11 new ETF listings to the 

Bats ETF Marketplace, including a record seven new issuers. In all, we have secured 25% of new listings in the 

U.S. market through September of this year compared to 9% for all of 2015. 

 

Third, as we continue to grow market share in our U.S. Options business, we remain on track to deliver auctions 

capability on our EDGX Options Exchange scheduled to begin a phased rollout next week. Following this rollout, 

we will turn our attention to developing a complex options product offering in 2017.  

 

Another key initiative during the quarter was the announcement by our European business to launch a large-in-

scale block trading platform in partnership with BIDS Trading, a proven and experienced leader in block trading in 

the U.S. The platform will leverage BIDS' highly regarded software BIDS Trader and buy -side distribution channel 

combined with Bats' infrastructure required for trade execution, clearing and settlement.  We plan to begin offering 

this new product in the first quarter of 2017. 

 

Also at the beginning of August, we announced our plans to acquire Javelin, a swap execution facility with the 

transaction closing earlier this week. In addition, as discussed on previous calls, we're still on track to deliver our 

forwards product by the end of this year. 

 

None of those successes I mentioned would be possible without a world-class technology team, and I'll highlight a 

few of their achievements in the quarter. In U.S Equities, we completed all technical requirements in advance for 

the Tick Size Pilot, which went live in early October. 

 

In U.S. Options, we migrated the BZX Options exchange to a next-generation matching engine with no downtime 

or interruption to our customers. And in addition, we finished development of the new auction capability, which is 

set to launch on November 11 on our EDGX Options exchange. 

 

In Europe, our technology team has been busy preparing to launch the BIDS Trading partnership, refining our 

Periodic Auctions product and making progress towards full implementation of all MiFID II requirements.  

 

On the FX platform, system enhancements were implemented resulting in a performance improvement that 

reduced latency by two-thirds earlier this year. This improved performance allows our customers to make tighter 

markets while better managing their risk. 

 

In summary, we continue to be well-positioned to grow all of our businesses by focusing on our customer needs, 

market efficiency, and working to become or remain number one in every market in which we operate. 

 

Turning to slide five, U.S. Options, which continues to be a great growth story, reached its second highest market 

share of 11% for the quarter versus 10.9% a year-ago and 11.6% in the second quarter. This growth is especially 

impressive as we more than doubled net capture to $0.059 in the third quarter from $0.027 last year. And again, 

we remained the number one price-time priority options market with a market share of 38.6% of that segment and 

we're also the market leader in single-leg equity options trades with 17.3% market share. 
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Third quarter market share in our U.S. Equities business was lower than a year-ago at 20.8% versus 21.7%. 

While not pleased with that decline, we did improve by 40 basis points for the second quarter. We're the only 

exchange group to gain market share during the period compared to prior quarter. We also maintained our 

leadership position for U.S. ETF trading, a distinction we have held since February 2014 with market share of 

24.2% for the quarter across our exchanges. 

 

European Equities market share ended the quarter at 23% versus 24.4% a year ago, offset by a 16% year-on-

year increase in net capture due to pricing changes implemented earlier this year. The pricing changes are 

working as intended. First, it is improving our net capture even as we maintain aggressive prices as compared to 

our major European competitors. And second, it significantly offset the impact of the decline in market volumes 

and market share. 

 

As for the Global FX business, while overall market volumes continue to be suppressed, we did achieve the 

highest market share since our acquisition at 12.4% in the third quarter. This is the first time we have reported 

market share above 12% since our acquisition of Hotspot in March of 2015. 

 

With that, I'll pass it to Brian to review the financials. 
................................................................................................................................................................................................................................ 

Brian N. Schell 
Chief Financial Officer, Treasurer & Executive Vice President, BATS Global Markets, Inc.  

Thank you, Chris. I'll begin with slide six. But first, let me point out that our third quarter GAAP results includes 

certain items that impact the comparison of our operating results and that we believe are not indicative of our core 

operating performance. These items are detailed in our reconciliation of non-GAAP measures provided in the 

appendix of our earnings presentation materials as well as in the earnings press release.  

 

Let's start with the third quarter net revenue. It grew by 5% to $109 million from $104 million a year ago. Our net 

income grew at an even higher rate as it rose to $29 million from $25 million, an increase of 13%.  

 

Now turning to slide seven, our net revenue growth for the quarter was 100% organic and now stands at 13% 

year-to-date. At a consolidated level, growth in the third quarter was driven entirely by non-transaction revenue. 

This growth was driven by the run rate benefit of connectivity fee pricing changes implemented last year, along 

with new connectivity fees implemented in July in the Global FX business.  

 

As you know, the market volumes in all four asset classes were weaker, and yet we're able to report nearly flat 

net transaction revenue, again indicative of the strength of our pricing models. And reporting 5% overall organic 

net revenue growth amid this weaker market volume environment is a testament to the strength of our business 

model, the diversity of our asset classes, and the benefit of having a focus on growing [ph] subscription-like 

(11:39) sources of non-transaction revenue. Our percentage of non-transaction revenue again made up the 

majority of our net revenue, coming in at nearly 58% almost 3 percentage points higher than the third quarter last 

year at 55%. 

 

From a segment perspective, U.S. Options and U.S. Equities were responsible for the majority of net revenue 

growth during the quarter. U.S. Options growth was due to a strong increase in net capture and continued strong 

market share. This segment actually accounted for over 80% of the top line growth this quarter.  
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The U.S. Equities growth was driven mainly by increase in proprietary market data. And in Europe, a 15% decline 

in the value of the British pound compared to last year accounted for a $2.9 million decrease in European Equities 

net revenues. In local currency, European Equities net revenue actually grew 9% over last year. 

 

Moving to slide eight, total operating expenses increased 8% to $53 million. However, normalized operating 

expenses only increased 2% to $49 million compared to last year. For full -year 2016, we are revising our expense 

guidance from GAAP total operating expenses to normalized operating expenses, which exclude the one-time 

items. 

 

Through the first nine months of 2016, normalized operating expenses were $146 million and we are providing 

guidance for full-year 2016 to $200 million to $205 million. Our effective tax rate for the quarter was 41.2% 

compared to 40.5% last year. In a few minutes, I'll discuss our plans to reduce this rate beginning in 2017.  

 

Turning to next slide, a few additional comments about our earnings. Diluted earnings per share grew 7% to $0.29 

per share, reflecting the previously mentioned revenue growth. Adjusted earnings for the quarter, which excludes 

special charges and acquisition related amortization grew 17% to $35 million versus $30 million last year. On a 

diluted per share basis, adjusted earnings increased 13% or $0.04 to $0.36 per share.  

 

Normalized EBITDA grew 5% to $71 million and normalized EBITDA margin was flat at 65%. From a segment 

perspective, the majority of our earnings growth came from U.S. Equities, reflecting the combination of top line 

growth and the continued contribution of expense synergies. 

 

In U.S. Options, normalized EBITDA grew 43% to $6 million, driven by the significant increased net capture and 

continued strong share. Again, despite the lower market volumes in Global FX, we did improve our earnings and 

margin performance, primarily due to the introduction of non-transaction revenues this past quarter. 

 

And in European Equities, the lower FX rate was responsible for 75% of decline reported in its year-over-year 

performance. In local currency, decline was only 5%, primarily due to various operating expense credits 

generated last year. 

 

Now, to a few balance sheet metrics on slide 10. By the end of the third quarter, we reduced our leverage ratio to 

2.2 times, well below the covenant maximum of 3.5 times. We're also able to reduce our outstanding growth term 

loan balance from $650 million at the end of the second quarter to $613 million at the end of the third quarter as 

we paid down an incremental $35 million towards principal in the third quarter.  

 

Net of issuance costs and original issue discount, our term loan balance decreased to $599 million from $636 

million last quarter, and it's now $127 million lower than a year-ago. And as part of our capital allocation plan and 

as previously announced, we paid our first regular quarterly cash dividend of $0.08 per share at the end of the 

third quarter. Likewise, we are announcing our fourth quarter dividend of $0.08 per share on the company 's 

outstanding common stock, which is payable on December 13 to stockholders of record at the close of business 

on November 30. 

 

And finally, our adjusted cash, which is the sum of our cash and financial investments, excluding the cash we've 

collected for Section 31 fees, was $70 million as of September 30. Regarding capital expenditures, we spent $2 

million in the third quarter and we're reducing our capital expenditure guidance for 2016 to between $10 million 

and $15 million. 

 



BATS Global Markets, Inc. (BATS) 
Q3 2016 Earnings Call 

Corrected Transcript 
03-Nov-2016 

 

 
1-877-FACTSET   www.callstreet.com 

 7 
Copyright © 2001-2016 FactSet CallStreet, LLC 

 

Moving to slide 11, I'd like to discuss the tax project to align our tax strategy with our growth strategy to pursue 

global expansion and create more flexibility to navigate the uncertainties of Brexit. Remember that our long-term 

growth plans internationally include the expansion of FX products, proprietary products, and indices. 

 

In the fourth quarter, we plan to re-characterize our European operations from a U.S. tax perspective. In other 

words, we plan to uncheck the box. By unchecking the box, we are expecting to lower our current effective tax 

rate by 3 percentage points to 4 percentage points in 2017 and beyond.  

 

In addition, we will continue to provide flexibility to repatriate UK profits and provide a source of permanent 

reinvestment in Europe and elsewhere. This will trigger an estimated one-time U.S. tax payment of $60 million to 

$65 million likely to be paid in the first quarter of next year, and we expect the restructuring to be effective by the 

end of this year. 

 

With that, I'll pass it back to Chris to summarize the call. 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. 

Thank you, Brian. I'll quickly refer to slide 12 for a recap. Here is what we accomplished this quarter. We 

announced the transformative strategic transaction with CBOE Holdings. We continued our strong performance in 

U.S. Options generating a 11% market share while doubling net capture. We continued our rollout of our next -

generation matching engine with the successful migration of our BZX Options exchange without interruption to the 

market, our clients, or our market share. 

 

We enhanced the technology of Hotspot and dramatically improved its performance, while we grew market share 

to 12.4% and have accelerated our plans for new FX products with the acquisition of Javelin. And finally, we 

continued our success in our ETF Trading and Listing business.  

 

While we had another strong quarter, here is our list of where we can do better. First, in Global FX, while we're 

encouraged by our market share growth and our growth in our [ph] London match (17:47), we need to continue to 

improve our FX related earnings while we quickly develop and launch new product offerings. Over the next 12 

months, 18 months, we have an aggressive goal to launch forwards, NDFs, and swaps on our FX platform in an 

effort to provide our clients with a unique and more diversified product set and ultimately improve profitability.  

 

Second, we now have over 100 ETF listings on Bats in the U.S. While this is an important milestone, we have not 

yet seen similar success in generating large ETF switches. For this business to perform up to its full potential, we 

need to generate switches with issuers moving significant ETFs to Bats. Our success in new listings does in fact 

validate our belief that switches will become easier to execute. 

 

And finally, in the last six months, we dramatically improved shareholder value with our successful IPO and the 

announced strategic transaction with the CBOE. This dramatic improvement in shareholder value comes with a 

cost, the cost of disruption for our employees. We're committed to minimizing the personal disruption for our 

employees and their families in the coming quarters. 

 

With that, I want to thank you for joining our call today. I will now hand the call back to the operator to begin the 

Q&A. 
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QUESTION AND ANSWER SECTION 
 
 

Operator: Thank you. [Operator Instructions] Our first question today is coming from Rich Repetto from Sandler 

O'Neill. Your line is now live. 
................................................................................................................................................................................................................................ 

Richard Henry Repetto 
Analyst, Sandler O'Neill & Partners LP Q 
Yes. Hi, guys. Hi, Chris. Hi, Brian. I guess, we were limited to one question. Chris, you made good growth in the 

non-transaction revenue, the connectivity fees, and market data. And it looked like the connectivity was from the 

charging for FX on Hotspot. And I guess the question is, going forward, now we've seen a little uptick quarter-

over-quarter. Is this – have we maxed – how much growth can we see in connectivity going forward as well as 

market data? What's the outlook, given that now you're starting to charge? Is it more places where you can 

monetize that? 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
First, thanks, Rich, for your question. I would say that while the Hotspot connectivity fee charges helped the 

quarter, really what was instrumental was moves that we made in 2015 around connectivity. We really have a 

two-year plan on connectivity and how we grow that over time as we grow our market share in the underlying 

products that we offer. So, I would say, there's still more to maximize in the coming quarters. 
................................................................................................................................................................................................................................ 
 

Operator: Thank you. Our next question today is coming from Brian Bedell from Deutsche Bank. Please 

proceed with your question. 
................................................................................................................................................................................................................................ 

Brian Bedell 
Analyst, Deutsche Bank Securities, Inc. Q 
Hi. Good morning, folks. Chris, can you talk a little bit more about the options strategy more broadly, including the 

auctions launch next week and also your anticipated timing of the complex order book? And maybe what you 

think is sort of a range of an impact on revenue capture or how it will change your revenue capturing options in 

anticipation of what types of market share goals you have as a result of launching those efforts? 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
Great. Thanks. First, yes, as you point out, we are launching our next auction product on November 11 of this 

year. We also will begin development of the complex order product that will go through the course of 2017. We 

haven't finalized the exact date. This will align quite well with our integration with CBOE as well, because many of 

the products that we are building out over the course of 2017 are the exact products that we need to have built for 

the integration of the CBOE platform. So the two product rollouts are quite aligned with integration. 

 

With regard to capture, obviously we have fairly aggressive price points through our scaled pricing that members 

can achieve over time as our market share grows. So, our capture will remain volatile over time, because as 

members grow our market share with more activity, they will obviously decrease our capture as a result of hitting 

some of the tiers. 
................................................................................................................................................................................................................................ 
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Operator: Thank you. Our next question today is coming from Ken Worthington from JPMorgan. Please proceed 

with your question. 
................................................................................................................................................................................................................................ 

Kenneth B. Worthington 
Analyst, JPMorgan Securities LLC Q 
Hi. Good morning. 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
Hi, Ken. How are you? 
................................................................................................................................................................................................................................ 

Kenneth B. Worthington 
Analyst, JPMorgan Securities LLC Q 
I'm doing well. Thank you. One of your competitors has been very aggressive in equity data pricing. Now you're 

already priced much lower than the competition. Did the big price increases here create any sort of incremental 

opportunity for Bats? And if so, what's the next move? 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
Sure. Obviously, we have been taking advantage of the aggressiveness of our competitors in how they price their 

market data products. We have come out with very aggressive pricing across all of our product set and we've 

been showing wonderful growth in that area because of our pricing. I would say, more recently, our pricing – our 

aggressive pricing has impacted our competition. They have both lowered some very expensive pricing from 

close to $350,000 per month to as low as $85,000 per month on competitive products, where we are still offering 

that competitive product for $50,000 per month. So we're having not only growth in our product offering, but even 

better we're impacting the cost for the industry and what they're spending on market data, which continues to be a 

very hot button for the industry. And we see ourselves as lowering the cost of market data across the industry.  
................................................................................................................................................................................................................................ 
 

Operator: Thank you. Our next question today is coming from Dan Fannon from Jefferies. Please proceed with 

your question. 
................................................................................................................................................................................................................................ 

Daniel Thomas Fannon 
Analyst, Jefferies LLC Q 
Thanks. Good morning. 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
Good morning. 
................................................................................................................................................................................................................................ 

Daniel Thomas Fannon 
Analyst, Jefferies LLC Q 
Chris, you highlighted the new tax potential – the tax rate going forward and the charge, and it was a function of 

Brexit being a component and being more flexible. I guess, can you talk about Brexit broadly and how you guys 

are preparing for that and how it may or may not impact your operations? 
................................................................................................................................................................................................................................ 



BATS Global Markets, Inc. (BATS) 
Q3 2016 Earnings Call 

Corrected Transcript 
03-Nov-2016 

 

 
1-877-FACTSET   www.callstreet.com 

 10 
Copyright © 2001-2016 FactSet CallStreet, LLC 

 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
Sure. Obviously, the Brexit isn't driving – isn't the sole driver of our tax strategy. It's our growing operation in 

Europe as well. More importantly, with regard to Brexit, the timeline of Brexit is actually relative to how Bats 

moves quite long. So once they announce the formal exit, it will take two years. So we have plenty of time to 

figure out what our strategy is. We're exploring a number of avenues to remain in Europe, [ph] post -date (25:14) 

Brexit without moving our major operational center in London. So we feel comfortable with the optionality that 

we're afforded throughout Europe, many of the other countries we're in constant dialogue with regarding 

opportunities to move some of our operations into those jurisdictions to remain in Europe.  
................................................................................................................................................................................................................................ 
 

Operator: Thank you. Our next question today is coming from Alex Blostein from Goldman Sachs. Please 

proceed with your question. 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
Hey, Alex. How are you? 
................................................................................................................................................................................................................................ 

Alexander Blostein 
Analyst, Goldman Sachs & Co. Q 
Hi, guys. Good morning. Thanks. So, I wanted to go back to the port fees connectivity fees for a second really in 

U.S. cash equities. That number continues to climb nicely pretty much every quarter. And I think, Chris, you 

mentioned you guys implemented pricing changes a year-ago, but even sequentially that the revenues continue 

to climb slightly. So, maybe spend a little bit more time and, I guess, the source of growth here is just rolling 

pricing changes or you guys seeing – your customers coming in, if so, who are they? And if it is continued pricing 

increases, maybe give us a sense of how more run rate you guys have there? Thanks.  
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
Sure. Great question. Obviously, it's a combination of our rolling price increases and seeing some new customers 

come in as they increase some of their throughput to our markets. Obviously, our ETF success and the success 

with more and more market makers joining our market to participate in that ETF success has impacted how many 

ports they will acquire on our platform. So we're seeing both growth in revenue from our pricing, typically annual 

and as well as some new clients coming in and accessing our market.  
................................................................................................................................................................................................................................ 
 

Operator: Thank you. Our next question today is coming from Kyle Voigt from KBW. Please proceed with your 

question. 
................................................................................................................................................................................................................................ 

Kyle Voigt 
Analyst, Keefe, Bruyette & Woods, Inc. Q 
Hi. Good morning. Thanks for taking my question. I'm just – just one for Brian, I guess. I think you updated 

expense guidance to $200 million to $205 million of normalized expenses for 2016. And I'm doing the math 

[indiscernible] (27:23) imply a run rate for 4Q of something like $54 million to $59 million, which at the midpoint is 

a 17% sequential increase in expenses. So, I guess, can you just help us understand what's going on in the fourth 

quarter to drive that? And then, if you can give us any clarity on go forward as we look over the next 12 months to 

18 months and how the expense base should develop? Thanks. 
................................................................................................................................................................................................................................ 
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Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
Thanks. So, I think that probably the more relevant metric is maybe to look at the fourth quarter of last year as 

well to see that – some of the way that our compensation programs are generated is that we implement a – we've 

a quarterly incentive plan that the bulk of our associates are on. And we don't book the expense until those, we 

call milestone bonus plan, until those milestones are achieved. And a lot of those milestones are kind of backend 

loaded and a lot of those are cheap in the fourth quarter. A lot of times, they're associated with either our market 

share target or an operational effectiveness or a new product launch. And as you've heard, kind of our product 

line up and we're planning, you're hearing a lot of that happening here in the fourth quarter. So that's one element 

that would see an escalation again, primarily from comp as that's the single largest expense item that we have on 

our overall income statement. 

 

The second is, we have been ramping up from kind of an employee count. So you're seeing of the full run rate 

effect of that as well more so than the third quarter, the fourth quarter. And again, I think I would suggest, if you 

look at the fourth quarter of last year, it's kind of somewhat look over that growth rate over the fourth quarter year-

over-year, and you'll see that the rate isn't quite as high as sequential, again, because similarly we would've had 

the milestone bonus plan affecting the fourth quarter of last year as well on kind of a normalized basis. 
................................................................................................................................................................................................................................ 
 

Operator: Thank you. Our next question today is coming from Allison Landry from Credit Suisse. Please 

proceed with your question. Ms. Landry, your line is alive. Perhaps your phone is on mute.  
................................................................................................................................................................................................................................ 

Allison M. Landry 
Analyst, Credit Suisse Securities (USA) LLC (Broker) Q 
Yes. Hello? 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
Hi. Yeah, go ahead with your question. 
................................................................................................................................................................................................................................ 

Allison M. Landry 
Analyst, Credit Suisse Securities (USA) LLC (Broker) Q 
I did not have a question. 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. A 
Okay. That's great. 
................................................................................................................................................................................................................................ 
 

Operator: Thank you. Our next question is coming from Rich Repetto from Sandler O'Neill. Please proceed with 

your question. 
................................................................................................................................................................................................................................ 

Richard Henry Repetto 
Analyst, Sandler O'Neill & Partners LP Q 
Yeah, I guess, the follow-up question is a little bit on the taxes and your guidance, Brian. Is the 3% to 4%, is that 

the overall tax rate or is it just – go ahead. 
................................................................................................................................................................................................................................ 
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Brian N. Schell 
Chief Financial Officer, Treasurer & Executive Vice President, BATS Global Markets, Inc. A 
Go ahead. Sorry, Rich. I didn't mean to cut you off from [ph] entering (30:12) the question, but essentially it's – the 

effective tax rate would expect to see a 3 percentage point to 4 percentage point reduction to kind of where we 

are or what we expect in 2017. So it's – for a high level example, it's a – it was at roughly 41%, then you basically 

reduce it to 38% or 37%. So it's literally a reduction of the overall effective tax rate in 3 percentage points to 4 

percentage points, starting in 2017. 
................................................................................................................................................................................................................................ 

Richard Henry Repetto 
Analyst, Sandler O'Neill & Partners LP Q 
And just, I guess, a question is, on a pro forma basis, if it was combined with the merger part and these benefits 

are still – would still flow-through, I mean, not to the overall company's tax rate, but none of your tax benefits are 

going to get negated? 
................................................................................................................................................................................................................................ 

Brian N. Schell 
Chief Financial Officer, Treasurer & Executive Vice President, BATS Global Markets, Inc. A 
Yeah, that's correct. I mean, this is going to survive going forward. So there's no – I mean, obviously the rate 

won't be [indiscernible] (31:10) you combined a higher revenue. U.S. revenue are earnings based, the impact isn't 

exactly the same as the 3 percentage points to 4 percentage points. But on the, I'll call it, just the Bats operations 

and contribution, we would not expect to see that change as a result of the transaction.  
................................................................................................................................................................................................................................ 
 

Operator: Thank you. We've reached end of our question-and-answer session. I'd like to turn the floor back over 

to management for any further or closing comments. 
................................................................................................................................................................................................................................ 

Christopher R. Concannon 
President, CEO & Director, BATS Global Markets, Inc. 

Thank you. It was another great quarter for Bats. And while we're pleased with the results, our team is  never 

satisfied and we will continue to push forward as we build on the success. With that, thank you for joining the call 

today and have a great day. 
................................................................................................................................................................................................................................ 

 

Operator: Thank you. That does conclude today's teleconference. You may disconnect your line at this time and 

have a wonderful day. We thank you for your participation today.  

 

 

 

 

 

 

 

 



BATS Global Markets, Inc. (BATS) 
Q3 2016 Earnings Call 

Corrected Transcript 
03-Nov-2016 

 

 
1-877-FACTSET   www.callstreet.com 

 13 
Copyright © 2001-2016 FactSet CallStreet, LLC 

 

 

 

 

Disclaimer 

The information herein is based on sources we believe to be reliable but is not guaranteed by us and does not purport to be a  complete or error-free statement or summary of the available data. 

As such, we do not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the information. You  must evaluate, and bear all risks associated with, the use of any 

information provided hereunder, including any reliance on the accuracy, completeness, safety or usefulness of such information. This information is not in tended to be used as the primary basis 

of investment decisions. It should not be construed as advice designed to meet the particula r investment needs of any investor. This report is published solely for information purposes, and is 

not to be construed as financial or other advice or as an offer to sell or the solicitation of an offer to buy any security i n any state where such an offer or solicitation would be illegal. Any 

information ex pressed herein on this date is subject to change without notice. Any opinions or assertions contained in this i nformation do not represent the opinions or beliefs of FactSet 

CallStreet, LLC. FactSet CallStreet, LLC, or one or more of its employees, including the writer of this report, may have a position in any of the securit ies discussed herein. 

 

THE INFORMATION PROVIDED TO YOU HEREUNDER IS PROVIDED "AS IS," AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, FactSet CallStreet, LLC AND ITS 

LICENSORS, BUSINESS ASSOCIATES AND SUPPLIERS DISCLAIM ALL WARRANTIES WITH RESPECT TO THE SAME, EXPRESS, IMPLIED AND STATUTORY , INCLUDING WITHOUT 

LIMITATION ANY IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. TO THE 

MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, NEITHER FACTSET CALLSTREET, LLC NOR ITS OFFICERS, MEMBERS, DIRECTORS, PARTNERS, A FFILIATES, BUSINESS 

ASSOCIATES, LICENSORS OR SUPPLIERS WILL BE LIABLE FOR ANY INDIRECT, INCIDENTAL, SPECIAL, CONSEQUENTIAL OR PUNITIVE DAMAGES, INCLUDING WITHOUT 

LIMITATION DAMAGES FOR LOST PROFITS OR REVENUES, GOODWILL, WORK STOPPAGE, SECURITY BREACHES, VIRUSES, COMPUTER FAILURE OR MAL FUNCTION, USE, 

DATA OR OTHER INTANGIBLE LOSSES OR COMMERCIAL DAMAGES, EVEN IF ANY OF SUCH PARTIES IS ADVISED OF THE POSSIBILITY OF SUCH LOSSES, ARISING UNDER OR 

IN CONNECTION WITH THE INFORMATION PROVIDED HEREIN OR ANY OTHER SUBJECT MATTER HEREOF. 

 

The contents and appearance of this report are Copyrighted FactSet CallStreet, LLC 2016 CallStreet and FactSet CallStreet, LLC are trademarks and service marks of FactSet CallStreet, LLC. 

All other trademarks mentioned are trademarks of their respective companies. All rights reserved.  


