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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes ☒ No ☐

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See definition of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act (Check one):

Large accelerated filer ☒ Accelerated filer ☐ Non-accelerated filer ☐ Smaller reporting company ☐ Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ☐ No ☒

The number of shares outstanding of each of the registrant’s classes of common stock as of October 22, 2008 was as follows: 66,980,743 shares of Class A common stock, $0.01 par value; 625 shares of Class B common stock, Class B-1, $0.01 par value; 813 shares of Class B common stock, Class B-2, $0.01 par value; 1,287 shares of Class B common stock, Class B-3, $0.01 par value; and 413 shares of Class B common stock, Class B-4, $0.01 par value.
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PART I. FINANCIAL INFORMATION

On July 12, 2007, CBOT Holdings, Inc. (CBOT Holdings) merged with and into Chicago Mercantile Exchange Holdings Inc. (CME Holdings), which in connection with the merger was renamed CME Group Inc. (CME Group). On August 22, 2008, NYMEX Holdings, Inc. (NYMEX Holdings) merged into CME Group. Unless otherwise noted, disclosures of trading volume, revenue and other statistical information include the results of CBOT Holdings beginning on July 13, 2007 and the results of NYMEX Holdings beginning on August 23, 2008.

Certain Terms

Throughout this document, unless otherwise specified or if the context otherwise requires:

· “CME Group” refers to (1) CME Holdings and its subsidiaries prior to the completion of the merger between CME Holdings and CBOT Holdings, which occurred on July 12, 2007, (2) the combined company of CME Holdings and CBOT Holdings and their respective subsidiaries after July 12, 2007 and (3) the combined company of CME Holdings, CBOT Holdings and NYMEX Holdings as well as their respective subsidiaries after August 22, 2008;

· “CME Holdings” refers to Chicago Mercantile Exchange Holdings Inc., which was the surviving corporation in its merger with CBOT Holdings and which was renamed CME Group Inc. in connection with the merger;

· “CME” refers to Chicago Mercantile Exchange Inc., a wholly-owned subsidiary of CME Group;

· “CBOT Holdings” refers to CBOT Holdings, Inc.;

· “CBOT” refers to Board of Trade of the City of Chicago, Inc., which was a wholly-owned subsidiary of CBOT Holdings and became a wholly-owned subsidiary of CME Group on July 12, 2007;

· “NYMEX Holdings” refers to NYMEX Holdings, Inc.;

· “NYMEX” refers to New York Mercantile Exchange, Inc. and Commodity Exchange, Inc., which were wholly-owned subsidiaries of NYMEX Holdings and became subsidiaries of CME Group on August 22, 2008 when they merged into CMEG NY Inc., a wholly-owned subsidiary of CME Group;

· “Exchange” refers to CME, CBOT and NYMEX, collectively; and

· “We,” “us” and “our” refers to CME Group and its consolidated subsidiaries, collectively.

Forward-Looking Statements

From time to time, in written reports and oral statements, we discuss our expectations regarding future performance. Forward-looking statements are based on currently available competitive, financial and economic data, current expectations, estimates, forecasts and projections about the industries in which we operate and management’s beliefs and assumptions. These statements are not guarantees of future performance and involve risks, uncertainties and assumptions that are difficult to predict. Therefore, actual outcomes and results may differ materially from what is expressed or implied in any forward-looking statements. We want to caution you not to place undue reliance on any forward-looking statements. We undertake no obligation to publicly update any forward-looking statements, whether as a result of new information, future events or otherwise. Among the factors that might affect our performance are:

· our ability to realize the benefits and control the costs of our acquisition of NYMEX Holdings and our ability to successfully integrate the businesses of CME Group and NYMEX Holdings, including the fact that such integration may be more difficult, time consuming or costly than expected and revenues following the transaction may be lower than expected and expected cost savings from the transaction may not be fully realized within the expected time frames or at all;

· increasing competition by foreign and domestic entities, including increased competition from new entrants into our markets and consolidation of existing entities;

· our ability to keep pace with rapid technological developments, including our ability to complete the development and implementation of the enhanced functionality required by our customers;

· our ability to continue introducing competitive new products and services on a timely, cost-effective basis, including through our electronic trading capabilities, and our ability to maintain the competitiveness of our existing products and services;

· our ability to adjust our fixed costs and expenses if our revenues decline;

· our ability to continue to generate revenues from our processing services;

· our ability to maintain existing customers and develop strategic relationships and attract new ones;

· our ability to expand and offer our products in foreign jurisdictions;

· changes in domestic and foreign regulations;
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· changes in government policy, including policies relating to common or directed clearing, changes as a result of a combination of the Securities and Exchange Commission (SEC) and the U.S. Commodity Futures Trading Commission, or changes relating to the recently enacted Emergency Economic Stabilization Act of 2008;

· the costs associated with protecting our intellectual property rights and our ability to operate our business without violating the intellectual property rights of others;

· our ability to generate revenue from our market data that may be reduced or eliminated by the growth of electronic trading or declines in subscriptions;

· changes in our rate per contract due to shifts in the mix of the products traded, the trading venue and the mix of customers (whether the customer receives member or non-member fees or participates in one of our various incentive programs) and the impact of our tiered pricing structure;
· the ability of our financial safeguards package to adequately protect us from the credit risks of clearing members;

· the ability of our compliance and risk management methods to effectively monitor and manage our risks;

· changes in price levels and volatility in the derivatives markets and in underlying fixed income, equity, foreign exchange and commodities markets;

· economic, political and market conditions, including the recent volatility of the capital and credit markets;

· our ability to accommodate increases in trading volume and order transaction traffic without failure or degradation of performance of our systems;

· our ability to execute our growth strategy and maintain our growth effectively;

· our ability to manage the risks and control the costs associated with our acquisition, investment and alliance strategy;

· our ability to continue to generate funds and/or manage our indebtedness to allow us to continue to invest in our business;

· industry and customer consolidation;

· decreases in trading and clearing activity;

· the imposition of a transaction tax on futures and options on futures transactions;

· the seasonality of the futures business; and

· changes in the regulation of our industry with respect to speculative trading in commodity interests and derivative contracts.

For a detailed discussion of these and other factors that might affect our performance, see our Annual Report on Form 10-K for the year ended December 31, 2007, filed with the SEC on February 28, 2008, our Quarterly Report for the quarter ended March 31, 2008, filed with the SEC on May 9, 2008, our Quarterly Report for the quarter ended June 30, 2008, filed with the SEC on August 7, 2008 and Item 1A of this Report.

The Globe logo, CME, Chicago Mercantile Exchange, CME Group, Globex and E-mini, are trademarks of Chicago Mercantile Exchange Inc. CBOT and Chicago Board of Trade are trademarks of Board of Trade of the City of Chicago, Inc. NYMEX, New York Mercantile Exchange and ClearPort are trademarks of New York Mercantile Exchange, Inc. All other trademarks are the property of their respective owners. Further information about CME Group and its products can be found at http://www.cmegroup.com. Information made available on our Web site does not constitute a part of this Report.

TRAKRS, Total Return Asset Contracts, are exchange-traded non-traditional futures contracts designed to provide market exposure to various market-based indexes which trade electronically on the CME Globex electronic platform. Clearing and transaction fees on these products are minimal relative to other products. Unless otherwise noted, disclosures of trading volume and average rate per contract exclude our TRAKRS products.

CME Economic Derivatives are options and forwards geared to seven key U.S. and European economic indicators that traded in an auction format. Clearing and transaction fees on CME Economic Derivative products are based on notional values rather than volume and are minimal relative to other products. Unless otherwise noted, disclosures of trading volume and average rate per contract exclude these products. In July 2007, we discontinued trading in these products.

In August 2006, we acquired Swapstream, a London-based electronic trading platform for interest rate swaps. Unless otherwise noted, disclosures of trading volume and average rate per contract exclude these products.

All references to “options” or “options contracts” in the text of this document refer to options on futures contracts.
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	Item 1.
	Financial Statements
	
	
	
	
	
	
	
	

	
	
	CME GROUP INC. AND SUBSIDIARIES
	
	
	
	
	
	
	
	

	
	
	CONSOLIDATED BALANCE SHEETS
	
	
	
	
	
	
	
	

	
	
	(in thousands, except per share data)
	
	
	
	
	
	
	
	

	
	
	(unaudited)
	
	
	
	
	
	
	
	

	
	
	
	September 30,
	
	December 31,
	

	
	
	
	
	2008
	
	
	
	2007
	
	

	
	Assets
	
	
	
	
	
	
	
	
	

	
	Current Assets:
	
	
	
	
	
	
	
	

	
	Cash and cash equivalents
	$
	582,421
	
	$
	845,312
	
	

	
	Collateral from securities lending, at fair value
	
	909,360
	
	
	
	2,862,026
	
	

	
	Marketable securities available for sale, including pledged securities of $83,914 and $100,061
	
	127,322
	
	
	
	203,308
	
	

	
	Accounts receivable, net of allowance of $2,497 and $1,392
	
	339,941
	
	
	
	187,487
	
	

	
	Other current assets
	
	92,893
	
	
	
	55,900
	
	

	
	Cash performance bonds and security deposits
	
	7,506,397
	
	
	
	833,022
	
	

	
	Total current assets
	
	9,558,334
	
	
	
	4,987,055
	
	

	
	Property, net of accumulated depreciation and amortization of $458,861 and $435,121
	
	660,795
	
	
	
	377,452
	
	

	
	Intangible assets – trading products
	
	16,959,000
	
	
	
	7,987,000
	
	

	
	Intangible assets – other, net
	
	3,443,331
	
	
	
	1,796,789
	
	

	
	Goodwill
	
	
	7,765,049
	
	
	
	5,049,211
	
	

	
	Other assets
	
	
	868,543
	
	
	
	108,690
	
	

	
	Total Assets
	
	$
	39,255,052
	
	$
	20,306,197
	
	

	Liabilities and Shareholders’ Equity
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Current Liabilities:
	
	
	
	
	
	
	
	

	
	Accounts payable
	$
	53,130
	
	$
	58,965
	
	

	
	Payable under securities lending agreements
	
	947,073
	
	
	
	2,862,026
	
	

	
	Short-term debt
	
	503,703
	
	
	
	164,435
	
	

	
	Other current liabilities
	
	598,321
	
	
	
	157,615
	
	

	
	Cash performance bonds and security deposits
	
	7,506,397
	
	
	
	833,022
	
	

	
	Total current liabilities
	
	9,608,624
	
	
	
	4,076,063
	
	

	
	Long-term debt
	
	2,412,817
	
	
	
	—
	

	
	Deferred tax liabilities
	
	8,090,348
	
	
	
	3,848,240
	
	

	
	Other liabilities
	
	114,503
	
	
	76,257
	
	

	
	Total Liabilities
	
	20,226,292
	
	
	
	8,000,560
	
	

	
	Shareholders’ Equity:
	
	
	
	
	
	
	
	

	
	Preferred stock, $0.01 par value, 9,860 shares authorized, none issued or outstanding
	
	—
	
	
	—
	

	
	Series A junior participating preferred stock, $0.01 par value, 140 shares authorized, none issued or outstanding
	
	—
	
	
	—
	

	
	Class A common stock, $0.01 par value, 1,000,000 shares authorized, 67,090 and 53,278 shares issued and outstanding as
	
	
	
	
	
	
	
	

	
	of September 30, 2008 and December 31, 2007, respectively
	
	671
	
	
	
	533
	
	

	
	Class B common stock, $0.01 par value, 3 shares authorized, issued and outstanding
	
	—
	
	
	—
	

	
	Additional paid-in capital
	
	17,314,171
	
	
	
	10,688,766
	
	

	
	Retained earnings
	
	1,734,404
	
	
	
	1,619,440
	
	

	
	Accumulated other comprehensive loss
	
	(20,486)
	
	
	(3,102)
	

	Total Shareholders’ Equity
	
	19,028,760
	
	
	
	12,305,637
	
	

	
	Total Liabilities and Shareholders’ Equity
	$
	39,255,052
	
	$
	20,306,197
	
	

	
	
	
	
	
	
	
	
	
	
	



See accompanying notes to unaudited consolidated financial statements.
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CME GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share data)

(unaudited)

	
	
	
	
	Quarter Ended
	
	
	Nine Months Ended
	

	
	
	
	
	September 30,
	
	
	September 30,
	

	
	
	
	
	2008
	
	
	2007
	
	
	
	2008
	
	
	
	2007
	
	

	
	Revenues
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Clearing and transaction fees
	$
	558,721
	$
	477,840
	$
	1,542,280
	
	$
	988,803
	
	

	
	Quotation data fees
	
	
	75,644
	
	45,821
	
	
	192,281
	
	
	
	95,163
	
	

	
	Processing services
	
	
	17,910
	
	17,981
	
	
	53,944
	
	
	
	90,300
	
	

	
	Access and communication fees
	
	
	10,894
	
	10,487
	
	
	32,194
	
	
	
	25,862
	
	

	
	Other
	
	
	17,783
	
	
	13,093
	
	
	
	48,551
	
	
	
	26,434
	
	

	
	Total Revenues
	
	
	680,952
	
	565,222
	
	
	1,869,250
	
	
	
	1,226,562
	
	

	
	Expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Compensation and benefits
	
	
	84,581
	
	78,462
	
	
	231,458
	
	
	
	191,591
	
	

	
	Communications
	
	
	11,496
	
	12,044
	
	
	39,118
	
	
	
	29,973
	
	

	
	Technology support services
	
	
	11,929
	
	15,747
	
	
	47,041
	
	
	
	33,284
	
	

	
	Professional fees and outside services
	
	
	16,958
	
	15,046
	
	
	47,783
	
	
	
	36,328
	
	

	
	Amortization of purchased intangibles
	
	
	29,047
	
	15,964
	
	
	63,158
	
	
	
	16,592
	
	

	
	Depreciation and amortization
	
	
	34,087
	
	32,872
	
	
	102,869
	
	
	
	72,661
	
	

	
	Occupancy and building operations
	
	
	18,960
	
	14,647
	
	
	52,904
	
	
	
	32,835
	
	

	
	Licensing and other fee agreements
	
	
	19,253
	
	11,471
	
	
	44,792
	
	
	
	25,300
	
	

	
	Restructuring
	
	
	49
	
	4,512
	
	
	2,065
	
	
	
	4,512
	
	

	
	Other
	
	
	33,821
	
	
	19,082
	
	
	
	73,722
	
	
	
	44,925
	
	

	
	Total Expenses
	
	
	260,181
	
	
	219,847
	
	
	
	704,910
	
	
	
	488,001
	
	

	Operating Income
	
	
	420,771
	
	345,375
	
	
	1,164,340
	
	
	
	738,561
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Non-Operating Income (Expense)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Investment income
	
	
	17,986
	
	21,027
	
	
	41,409
	
	
	
	57,727
	
	

	
	Gains (losses) on derivative investments
	
	
	7,504
	
	60
	
	
	(7,758)
	
	
	60
	
	

	
	Securities lending interest income
	
	
	8,503
	
	23,150
	
	
	32,147
	
	
	
	91,560
	
	

	
	Securities lending interest and other costs
	
	
	(28,906)
	
	(21,710)
	
	
	(48,211)
	
	
	(88,801)
	

	
	Interest and other borrowing costs
	
	
	(17,884)
	
	(1,420)
	
	
	(21,590)
	
	
	(1,444)
	

	
	Guarantee of exercise right privileges
	
	
	8,016
	
	(28,499)
	
	
	12,789
	
	
	
	(28,499)
	

	
	Equity in losses of unconsolidated subsidiaries
	
	
	(20,057)
	
	(3,663)
	
	
	(27,927)
	
	
	(10,054)
	

	
	Other income (expense)
	
	
	67
	
	
	—
	
	
	
	(8,398)
	
	
	—
	

	
	Total Non-Operating
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	(24,771)
	
	(11,055)
	
	
	(27,539)
	
	
	20,549
	
	

	
	Income before Income Taxes
	
	
	396,000
	
	
	334,320
	
	
	
	1,136,801
	
	
	
	759,110
	
	

	
	Income tax provision
	
	
	227,309
	
	
	132,748
	
	
	
	483,380
	
	
	
	301,635
	
	

	
	Net Income
	$
	168,691
	$
	201,572
	$
	653,421
	
	$
	457,475
	
	

	Earnings per Common Share:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Basic
	$
	2.82
	$
	3.90
	$
	11.66
	
	$
	11.28
	
	

	
	Diluted
	
	
	2.81
	
	3.87
	
	
	11.61
	
	
	
	11.18
	
	

	
	Weighted Average Number of Common Shares:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Basic
	
	
	59,870
	
	51,748
	
	
	56,054
	
	
	
	40,556
	
	

	
	Diluted
	
	
	60,086
	
	52,103
	
	
	56,302
	
	
	
	40,920
	
	



See accompanying notes to unaudited consolidated financial statements.
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CME GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(in thousands, except per share data)

(unaudited)

	
	
	
	
	
	Common
	
	
	
	
	
	
	
	
	
	
	

	
	Class A
	Class B
	
	Stock and
	
	
	
	
	Accumulated
	
	
	
	

	
	Common
	Common
	
	Additional
	
	
	
	
	
	Other
	
	Total
	

	
	Stock
	Stock
	
	Paid-in
	
	Retained
	
	Comprehensive
	
	Shareholders’
	

	
	(Shares)
	
	(Shares)
	
	Capital
	
	
	Earnings
	
	
	Income (Loss)
	
	
	Equity
	
	

	Balance at December 31, 2007
	53,278
	3
	$10,689,299
	$1,619,440
	
	$
	(3,102)
	$12,305,637
	
	

	Comprehensive income:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net income
	
	
	
	
	
	
	653,421
	
	
	
	
	
	653,421
	
	

	Change in net unrealized gain on securities, net of tax of $7,671
	
	
	
	
	
	
	
	
	
	
	
	(10,871)
	(10,871)
	

	Net unrealized loss on derivatives, net of tax of $484
	
	
	
	
	
	
	
	
	
	
	
	(748)
	(748)
	

	Change in net actuarial loss on defined benefit plans, net of tax of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	$241
	
	
	
	
	
	
	
	
	
	
	
	364
	
	364
	
	

	Change in foreign currency translation adjustment, net of tax of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	$4,134
	
	
	
	
	
	
	
	
	
	
	
	(6,129)
	
	(6,129)
	

	Total comprehensive income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	636,037
	
	

	Cash dividends on common stock of $8.45 per share
	
	
	
	
	
	
	(538,457)
	
	
	
	
	(538,457)
	

	Class A common stock issued in exchange for BM&F Bovespa SA stock
	1,189
	
	631,394
	
	
	
	
	
	
	
	631,394
	
	

	Class A common stock issued in NYMEX Holdings merger, including
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	vested stock options, restricted stock units and stock issuance costs
	12,566
	
	5,963,347
	
	
	
	
	
	
	
	5,963,347
	
	

	Tax benefit of stock issuance costs related to CBOT Holdings merger
	
	
	
	6,385
	
	
	
	
	
	
	
	6,385
	
	

	Repurchase of Class A common stock
	(62)
	
	(24,003)
	
	
	
	
	
	
	
	(24,003)
	

	Exercise of stock options
	106
	
	11,391
	
	
	
	
	
	
	
	11,391
	
	

	Excess tax benefits from option exercises and restricted stock vesting
	
	
	
	7,614
	
	
	
	
	
	
	
	7,614
	
	

	Vesting of issued restricted Class A common stock
	6
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Shares issued to Board of Directors
	5
	
	2,464
	
	
	
	
	
	
	
	2,464
	
	

	Shares issued under Employee Stock Purchase Plan
	2
	
	651
	
	
	
	
	
	
	
	651
	
	

	Stock-based compensation
	
	
	
	
	26,300
	
	
	
	
	
	
	
	26,300
	
	

	Balance at September 30, 2008
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	67,090
	3
	$17,314,842
	$1,734,404
	
	$
	(20,486)
	$19,028,760
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CME GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY (continued)

(in thousands, except per share data)

(unaudited)

	
	
	
	
	
	
	
	Common
	
	
	
	
	
	
	
	
	
	
	

	
	
	Class A
	Class B
	
	Stock and
	
	
	
	Accumulated
	
	
	
	
	

	
	
	Common
	Common
	
	Additional
	
	
	
	
	Other
	
	
	Total
	

	
	
	Stock
	Stock
	
	Paid-in
	
	Retained
	Comprehensive
	
	Shareholders’
	

	
	
	(Shares)
	
	(Shares)
	
	
	Capital
	
	
	Earnings
	
	Income (Loss)
	
	
	
	Equity
	
	

	
	Balance at December 31, 2006
	34,836
	
	3
	$
	405,862
	$1,116,209
	
	$
	(2,979)
	$
	1,519,092
	
	

	
	Cumulative effect of adopting FIN No. 48
	
	
	
	
	
	
	
	
	(3,720)
	
	
	
	
	
	(3,720)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance at January 1, 2007
	34,836
	
	3
	
	
	405,862
	1,112,489
	
	
	(2,979)
	
	
	1,515,372
	
	

	
	Net income
	
	
	
	
	
	
	
	457,475
	
	
	
	
	
	
	457,475
	
	

	
	Change in net unrealized loss on securities, net of tax of $967
	
	
	
	
	
	
	
	
	
	
	
	1,469
	
	
	1,469
	
	

	
	Change in net actuarial loss on defined benefit plans, net of tax of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	$838
	
	
	
	
	
	
	
	
	
	
	
	(1,254)
	
	
	(1,254)
	

	
	Change in foreign currency translation adjustment, net of tax of $370
	
	
	
	
	
	
	
	
	
	
	
	561
	
	
	561
	
	

	Total comprehensive income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	458,251
	
	

	
	Cash dividends on common stock of $2.58 per share
	
	
	
	
	
	
	
	(105,749)
	
	
	
	
	
	(105,749)
	

	
	Class A common stock issued in CBOT Holdings merger, including stock
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	options and restricted stock assumed and stock issuance costs
	19,816
	
	
	
	
	11,126,094
	
	
	
	
	
	
	
	
	11,126,094
	
	

	
	Repurchase of Class A common stock
	(1,695)
	
	
	
	(950,604)
	
	
	
	
	
	
	
	
	(950,604)
	

	
	Exercise of stock options
	200
	
	
	
	
	25,192
	
	
	
	
	
	
	
	
	25,192
	
	

	
	Excess tax benefits from option exercises and restricted stock vesting
	
	
	
	
	
	23,815
	
	
	
	
	
	
	
	
	23,815
	
	

	
	Vesting of issued restricted Class A common stock
	6
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Shares issued to Board of Directors
	4
	
	
	
	
	2,143
	
	
	
	
	
	
	
	
	2,143
	
	

	
	Shares issued under Employee Stock Purchase Plan
	1
	
	
	
	
	662
	
	
	
	
	
	
	
	
	662
	
	

	
	Stock-based compensation
	
	
	
	
	
	16,219
	
	
	
	
	
	
	
	
	16,219
	
	

	Balance at September 30, 2007
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	53,168
	
	3
	
	$
	10,649,383
	$1,464,215
	
	$
	(2,203)
	$
	12,111,395
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



See accompanying notes to unaudited consolidated financial statements.

8

[image: ]Table of Contents

CME GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

(unaudited)

	
	
	
	Nine Months Ended
	

	
	
	
	September 30,
	

	
	
	
	2008
	
	2007
	
	

	
	Cash Flows from Operating Activities:
	
	
	
	
	
	

	
	Net income
	$   653,421
	$ 457,475
	
	

	
	Adjustments to reconcile net income to net cash provided by operating activities:
	
	
	
	
	
	

	
	Stock-based compensation
	26,300
	16,219
	
	

	
	Amortization of shares issued to Board of Directors
	1,706
	1,161
	
	

	
	Amortization of purchased intangibles
	63,158
	16,592
	
	

	
	Depreciation and amortization
	102,869
	72,661
	
	

	
	Recognition of in-process research and development acquired from Credit Market Analysis Limited
	3,650
	—
	

	
	Allowance for doubtful accounts
	573
	(40)
	

	
	Net accretion of discounts and amortization of premiums on marketable securities
	(210)
	(821)
	

	
	Net accretion of discounts and amortization of financing costs on debt
	2,261
	274
	
	

	
	Loss on sale of metals trading products
	2,780
	—
	

	
	Net loss on derivative investments
	7,758
	—
	

	
	Impairment of securities lending assets
	21,746
	—
	

	
	Impairment of goodwill and intangible assets
	14,136
	—
	

	
	Guarantee of exercise right privileges
	(12,789)
	28,499
	
	

	
	Equity in losses of unconsolidated subsidiaries
	27,927
	10,054
	
	

	
	Deferred income taxes
	(32,179)
	(49,160)
	

	
	Change in assets and liabilities:
	
	
	
	
	
	

	
	Accounts receivable
	(25,916)
	(60,877)
	

	
	Other current assets
	60,163
	2,537
	
	

	
	Other assets
	(16,729)
	(4,554)
	

	
	Accounts payable
	6,073
	(1,548)
	

	
	Other current liabilities
	(91,334)
	2,539
	
	

	
	Income taxes payable
	22,889
	67,565
	
	

	
	Other liabilities
	
	24,459
	
	12,986
	
	

	
	Net Cash Provided by Operating Activities
	862,712
	571,562
	
	

	
	Cash Flows from Investing Activities:
	
	
	
	
	
	

	
	Proceeds from maturities of marketable securities
	254,112
	685,250
	
	

	
	Purchases of marketable securities
	(168,392)
	(629,071)
	

	
	Net change in NYMEX securities lending program investments
	119,258
	—
	

	
	Purchases of property, net
	(119,398)
	(89,993)
	

	
	Cash acquired in merger with CBOT Holdings Inc.
	
	—
	116,187
	
	

	
	Acquisition of Credit Market Analysis Limited, net of cash received
	(94,228)
	—
	

	
	Acquisition of NYMEX Holdings, Inc., net of cash received
	(2,769,894)
	—
	

	
	NYMEX membership rights payment
	(612,000)
	—
	

	
	Merger-related transaction costs
	(17,536)
	(40,626)
	

	
	Purchase of exercise right privileges
	
	—
	(39,750)
	

	
	Purchase of derivative related to BM&F Bovespa SA investment
	(45,195)
	—
	

	
	Proceeds from sale of metals trading products
	15,000
	—
	

	
	Capital contributions to FXMarketSpace Limited
	(7,157)
	(14,452)
	

	
	Contingent consideration for Liquidity Direct Technology, LLC assets
	
	—
	
	(3,059)
	

	
	
	
	
	
	
	
	

	
	Net Cash Used in Investing Activities
	
	(3,445,430)
	(15,514)
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CME GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

(in thousands)

(unaudited)

	
	
	
	Nine Months Ended

	
	
	
	September 30,

	
	
	
	2008
	
	
	
	2007
	

	
	Cash Flows from Financing Activities:
	
	
	
	
	
	
	

	
	Proceeds from issuance of commercial paper, net of maturities
	$
	1,035,002
	
	$
	164,147
	

	
	Proceeds from other borrowings, net of issuance costs
	
	2,883,888
	
	
	
	—

	
	Repayment of other borrowings
	
	(1,282,909)
	
	
	—

	
	Net change in NYMEX securities lending program liabilities
	
	(119,258)
	
	
	—

	
	Cash dividends
	
	(202,739)
	
	
	(105,749)

	
	Stock issuance costs in merger with CBOT Holdings
	
	—
	
	
	(15,991)

	
	Repurchase of Class A common stock
	
	(14,157)
	
	
	(949,340)

	
	Proceeds from exercise of stock options
	
	11,391
	
	
	
	25,192
	

	
	Excess tax benefits related to employee option exercises and restricted stock vesting
	
	7,958
	
	
	
	32,561
	

	
	Proceeds from Employee Stock Purchase Plan
	
	651
	
	
	
	662
	

	Net Cash Provided by (Used in) Financing Activities
	
	2,319,827
	
	
	
	(848,518)

	
	Net change in cash and cash equivalents
	
	(262,891)
	
	
	(292,470)

	
	Cash and cash equivalents, beginning of period
	
	845,312
	
	
	
	969,504
	

	
	Cash and Cash Equivalents, End of Period
	$
	582,421
	
	$
	677,034
	

	Supplemental Disclosure of Cash Flow Information:
	
	
	
	
	
	
	

	
	Income taxes paid, net of refunds
	$
	459,585
	
	$
	253,461
	

	
	Interest paid (excluding interest for securities lending)
	
	6,936
	
	
	
	943
	

	
	Non-cash investing activities:
	
	
	
	
	
	
	

	
	Change in net unrealized securities gains and losses
	
	(18,542)
	
	
	2,436
	

	
	Change in foreign currency translation adjustment
	
	(10,263)
	
	
	931
	

	
	Non-cash financing activities:
	
	
	
	
	
	
	

	
	Fair value of Class A common stock, stock options and restricted stock units issued in connection with NYMEX
	
	
	
	
	
	
	

	
	Holdings merger
	
	5,963,347
	
	
	
	—

	
	Fair value of Class A common stock issued in exchange for BM&F Bovespa SA stock
	
	631,394
	
	
	
	—

	
	Fair value of Class A common stock and stock options issued in connection with CBOT Holdings merger
	
	—
	
	
	11,144,789
	

	
	Dividends declared but unpaid on Class A common stock
	
	335,718
	
	
	
	—



See accompanying notes to unaudited consolidated financial statements.
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CME GROUP INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation

Effective July 12, 2007, CBOT Holdings, Inc. (CBOT Holdings) merged with and into Chicago Mercantile Exchange Holdings Inc. (CME Holdings). Immediately following the merger, the combined company was renamed CME Group Inc. (CME Group). The financial statements and accompanying notes presented in this report include the financial results of the former CBOT Holdings and its subsidiaries beginning July 13, 2007.

CME Group acquired Credit Market Analysis Limited, a private company incorporated in the United Kingdom, and its three subsidiaries (collectively, CMA) on March 23, 2008. The financial statements and accompanying notes presented in this report include the financial results of CMA beginning on March 24, 2008.

On August 22, 2008, CME Group completed its merger with NYMEX Holdings, Inc. (NYMEX Holdings). The financial statements and accompanying notes presented in this report include the financial results of NYMEX Holdings and its subsidiaries beginning on August 23, 2008.

The accompanying interim consolidated financial statements have been prepared by CME Group without audit. Certain notes and other information normally included in financial statements prepared in accordance with accounting principles generally accepted in the United States have been condensed or omitted.

The consolidated financial statements consist of CME Group and its subsidiaries (collectively, the company), including Chicago Mercantile Exchange Inc. (CME), Board of Trade of the City of Chicago, Inc. (CBOT), New York Mercantile Exchange, Inc. (NYMEX) and their respective subsidiaries (collectively, the exchange). In the opinion of management, the accompanying consolidated financial statements include all normal recurring adjustments considered necessary to present fairly the financial position of the company at September 30, 2008 and December 31, 2007 and the results of operations and cash flows for the periods indicated. Quarterly results are not necessarily indicative of results for any subsequent period.

The accompanying consolidated financial statements should be read in conjunction with the consolidated financial statements and notes thereto in the company’s Annual Report on Form 10-K for the year ended December 31, 2007.

Certain reclassifications have been made to the 2007 financial statements to conform to the presentation in 2008.

2. Business Combinations NYMEX Holdings

Effective August 22, 2008, pursuant to the merger agreement dated March 17, 2008, as amended, CME Group completed its merger with NYMEX Holdings. The company entered into this merger primarily as a means to expand its product base, further leverage its existing operating model, extend its presence in the over-the-counter market and better position itself to compete on a global scale.

Under purchase accounting, CME Group is considered the acquirer of NYMEX Holdings. The preliminary purchase price consists of the following (in thousands):

	Acquisition of NYMEX Holdings’ outstanding common stock:
	

	In exchange for CME Group’s Class A common stock
	$ 5,931,199

	In exchange for cash
	3,412,573

	Fair value of NYMEX Holdings’ stock options and restricted stock units assumed
	42,801

	Merger-related transaction costs
	51,114

	Total Preliminary Purchase Price
	$ 9,437,687

	
	



Acquisition of common stock. Pursuant to the merger agreement, NYMEX Holdings’ shareholders elected to receive cash, stock or a combination thereof as consideration for their shares. The aggregate consideration included a mandatory cash component equal to the product of NYMEX Holdings common stock outstanding at August 22, 2008 and $36.00 per share. Based on the election for cash and stock as subject to the mandatory cash requirement, CME Group issued 12.5 million shares of Class A common stock to NYMEX Holdings’ shareholders. The share price of $473 used to calculate the fair value of stock issued was based on the average closing price of CME Holdings Class A common stock for the five-day period beginning two trading days before and ending two trading days after March 17, 2008 (the merger announcement date).

Fair value of stock options and restricted units assumed. At the close of the merger, NYMEX Holdings had 1,412,000 stock options and 188,700 restricted stock units outstanding. Each stock option and restricted stock unit was converted using an exchange ratio of 0.2378 derived from the allocation of cash and stock consideration to the shareholders in accordance with the merger agreement.
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The preliminary fair value of stock options was determined using a share price of $342, the closing price of the CME Group’s Class A common stock on August 21, 2008. The preliminary fair value of stock options was calculated using a Black-Scholes valuation model with the following assumptions: expected lives of 0.1 to 4.7 years; risk-free interest rates of 1.8% to 3.0%; expected volatility of 45%; and a dividend yield of 1.3%. The portion of fair value of unvested stock options related to future service has been allocated to deferred stock-based compensation and is being amortized over the remaining vesting period. The preliminary fair value of restricted stock units, all of which vested at the merger date, was determined using a share price of $342, the closing price of the CME Group’s Class A common stock on August 21, 2008.

Merger-related transaction costs. These include costs incurred by CME Group for investment banking fees, legal and accounting fees, and other external costs directly related to the merger.

Preliminary purchase price allocation. In accordance with Statement of Financial Accounting Standards (SFAS) No. 141, “Business Combinations,” the preliminary purchase price has been allocated to NYMEX Holdings’ net tangible and identifiable intangible assets based on their estimated fair values as of August 22, 2008. The allocation of the purchase price was based on certain preliminary valuations and the estimates and assumptions are subject to change. The primary areas of those purchase price allocations that are not yet finalized relate to the valuation of intangible assets and real property, restructuring liabilities and goodwill. The company expects to finalize its purchase price allocation within the next ten months.

	(in thousands)
	
	
	

	Cash and cash equivalents
	$
	642,680
	

	Other current assets
	
	781,718
	

	Property and equipment
	
	260,627
	

	Intangible assets
	
	10,672,630
	

	Other non-current assets
	
	141,212
	

	Accounts payable and other current liabilities
	
	(742,974)

	Membership rights payment
	
	(612,000)

	Long-term deferred tax liabilities, net
	
	(4,266,028)

	Other non-current liabilities
	
	(125,677)

	Deferred stock-based compensation
	
	10,653
	

	Total Tangible and Intangible Assets and Liabilities
	
	6,762,841
	

	Goodwill
	
	2,674,846
	

	Total Preliminary Purchase Price
	$
	9,437,687
	

	
	
	
	



The excess of the purchase price over the net tangible and identifiable intangible assets was recorded as goodwill. The intangible assets and goodwill acquired are not deductible for tax purposes except for a small portion of goodwill attributable to merger-related transaction costs.

Intangible assets. In performing the preliminary purchase price allocation, the company considered many factors including its intentions for the future use of acquired assets, analyses of historical financial performance and estimates of future performance. The preliminary fair value of the trade name was estimated using the relief from royalty method. The preliminary fair values for components of lease-related intangibles were derived from income capitalization and sales comparison approaches. The preliminary fair values for all other intangible assets were estimated using a multi-period excess earnings method. The following table sets forth the preliminary fair values of the intangible assets as of September 30, 2008:

	
	
	
	
	
	
	Estimated

	(in thousands)
	
	Fair Value
	Useful Life

	
	Trading products (1)
	$
	9,000,000
	
	Indefinite
	

	
	Clearing firm relationships (2)
	
	1,170,000
	
	30 years
	

	
	Trade name
	
	250,000
	
	Indefinite
	

	
	Market data customer relationships (2)
	
	190,000
	
	30 years
	

	
	Lease-related intangibles
	
	42,630
	
	4 to 13 years
	

	
	ClearPort technology
	
	10,000
	
	5 years
	

	
	Open interest
	
	10,000
	
	0.5 years
	

	Total Intangible Assets
	$
	10,672,630
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



(1) Trading products include energy and metals trading product lines. The majority of these products have traded at NYMEX for decades and authorizations by the U.S. Commodity Futures Trading Commission to trade these products are perpetual.
(2) Clearing firm and market data customer relationships represent the underlying relationships with NYMEX’s existing clearing firm and market data customer base. Due to their historically insignificant attrition rates, the amortization of these assets has been calculated on a straight-line basis. This method best reflects the estimated pattern in which the economic benefits from these relationships will be realized.
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Pre-merger contingencies. The company has not identified any material unrecorded pre-merger contingencies that are both probable and reasonably estimable. If prior to the end of the one-year purchase price allocation period, information becomes available which indicates that it is probable that such events had occurred and the amounts can be reasonably estimated, adjustments will be made to the purchase price allocation.

Pro forma results. The following unaudited condensed pro forma consolidated income statements assumes that the NYMEX Holdings and CBOT Holdings mergers were completed as of January 1, 2007.

	
	
	Quarter Ended
	
	Nine Months Ended

	
	
	September 30,
	
	September 30,

	(in thousands, except per share data)
	
	2008
	
	
	
	2007
	
	
	2008
	
	
	2007
	

	Total Revenues
	$
	794.4
	
	$
	744.6
	$
	2,383.9
	$
	2,054.2
	

	Total Expenses
	
	339.2
	
	
	
	332.2
	
	925.7
	
	938.3
	

	Total Non-Operating Income (Expense)
	
	(55.8)
	
	
	(71.8)
	
	(111.4)
	
	(186.0)

	Net Income
	
	168.1
	
	
	
	184.5
	
	759.3
	
	528.5
	

	Earnings per Share:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	$
	2.51
	
	$
	2.76
	$
	12.98
	$
	7.88
	

	Diluted
	
	2.50
	
	
	
	2.74
	
	11.32
	
	7.83
	



This pro forma information has been prepared for comparative purposes only and is not intended to be indicative of past or future results. The pro forma information for the periods presented includes purchase accounting effects on historical NYMEX Holdings’ operating results, amortization of purchased intangible assets, stock-based compensation expense for unvested stock options and restricted stock units assumed as well as the impact of NYMEX’s membership rights payment on investment income. Results for the quarter and nine months ended September 30, 2008 include NYMEX Holdings’ merger-related transaction costs of approximately $43.6 million and $52.7 million, respectively.

3. Securities Lending

Under its securities lending program, the company lends a portion of the securities that have been deposited to satisfy performance bond requirements to a third party on an overnight basis and receives collateral in the form of cash. The cash is then invested in instruments on which the company receives the benefit, and bears the risk, to generate interest income. Interest expense is paid to the third party for the cash collateral, and a fee is paid to the program’s third party administrator on each transaction. Securities on loan are marked to market daily and compared to collateral received.

At September 30, 2008, cash collateral in CME’s securities lending program was invested in money market mutual funds with an estimated fair value of $493.4 million. During September 2008, the company recorded an impairment loss of $6.0 million on CME’s invested collateral due to the default of a corporate debt issuer on its obligation to one of the money market mutual funds. The impairment loss was recorded in securities lending interest and other costs in the consolidated statements of income. CME’s securities lending program liabilities were $499.4 million at September 30, 2008.

As part of its merger with NYMEX Holdings, the company acquired the assets and liabilities of the NYMEX securities lending program. NYMEX also lends a portion of the securities that have been deposited to satisfy performance bond requirements to a third party on an overnight basis in return for cash collateral. At September 30, 2008, NYMEX securities lending cash collateral was invested as follows:

	
	
	
	
	
	Unrealized

	(in thousands)
	Cost
	
	Fair Value
	
	Gain (Loss)
	

	Corporate debt securities
	$401,272
	$398,221
	$
	(3,051)

	Asset-backed securities
	12,539
	12,422
	
	
	(117)

	Repurchase agreements
	5,307
	
	5,307
	
	
	—
	

	Total Invested Collateral
	$ 419,118
	
	$415,950
	$
	(3,168)

	
	
	
	
	
	
	
	



At September 30, 2008, all collateral was invested in securities with remaining maturities of one year or less. NYMEX securities lending program liabilities were $447.7 million at September 30, 2008.

During September 2008, the company recorded an impairment loss of $15.7 million on NYMEX invested collateral due to the default of one of the corporate debt issuers. The impairment loss was recorded in securities lending interest and other costs in the consolidated statements of income.
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4. Performance Bonds and Security Deposits

CME maintains performance bonds and security deposit requirements for futures and options traded on the CME, CBOT and NYMEX exchange marketplaces. Each firm that clears futures and options traded on the exchanges is required to deposit acceptable collateral and maintain specified performance bonds and security deposits principally in the form of cash, funds deposited in the various Interest Earning Facility programs, U.S. government and certain foreign government securities, bank letters of credit or shares of specific U.S. equity securities. Clearing firm positions executed on the CME, CBOT and NYMEX exchange marketplaces are subject to the guarantee of CME Clearing. Because NYMEX members have been included in the security deposit calculation, the NYMEX guarantee fund, which would have previously been used for any loss sustained by NYMEX as a result of a default of a clearing firm, was terminated. Each clearing firm’s positions are separately accounted for in regulated and non-regulated accounts, for which performance bond and security deposit requirements are calculated. Performance bonds and security deposits are available to meet the financial obligations of that clearing firm to CME Clearing. In the event that performance bonds and security deposits of a defaulting clearing firm are inadequate to fulfill that clearing firm’s outstanding financial obligation, the entire security deposit fund is available to cover potential losses after first utilizing operating funds of CME in excess of amounts needed for normal operations. Cash performance bonds and security deposits may fluctuate due to the investment choices available to clearing firms and the change in the amount of deposit required. As a result, these offsetting liabilities may vary significantly over time.

In addition, the rules and regulations of CBOT require certain minimum financial requirements for delivery of physical commodities. To satisfy these requirements, CBOT clearing firms must deposit collateral with CME in the form of cash, U.S. Treasury securities or letters of credit.

5. Intangible Assets and Goodwill

During August 2008, the company merged with NYMEX Holdings. In connection with the merger, the company recorded goodwill and identifiable intangible assets. Indefinite-lived intangible assets consist primarily of trading products and a trade name. Amortizable intangible assets include primarily clearing firm and market data customer relationships. The values of goodwill and intangible assets are based on a preliminary purchase price allocation as of September 30, 2008.

Intangible assets, which include intangible assets acquired with CMA and NYMEX Holdings as well as in prior transactions, consisted of the following at

September 30, 2008:

	
	
	
	
	
	Accumulated
	
	
	Net Book
	

	(in thousands)
	Cost
	
	Amortization
	
	
	
	Value
	
	

	
	Clearing firm, market data and other customer relationships
	$2,858,510
	$
	(68,064)
	$
	2,790,446
	
	

	
	Lease-related intangibles
	84,806
	
	(7,302)
	
	
	77,504
	
	

	
	Dow Jones licensing agreement
	74,000
	
	(8,192)
	
	
	65,808
	
	

	
	Technology-related intellectual property
	28,360
	
	4,055
	
	
	
	24,305
	
	

	
	Open interest
	10,000
	
	(2,151)
	
	
	7,849
	
	

	
	Market maker agreement
	9,682
	
	(3,969)
	
	
	5,713
	
	

	
	Other (1)
	3,578
	
	(1,739)
	
	
	1,849
	
	

	
	Total Amortizable Intangible Assets
	
	
	
	
	
	
	
	
	
	

	
	
	$3,068,936
	$
	(95,462)
	
	
	2,973,474
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Trading products
	
	
	
	
	
	
	
	16,959,000
	
	

	
	Trade names
	
	
	
	
	
	
	
	467,400
	
	

	
	Other (2)
	
	
	
	
	
	
	
	2,457
	
	

	
	Total Indefinite-Lived Intangible Assets
	
	
	
	
	
	
	
	17,428,857
	
	

	
	Total Intangible Assets
	
	
	
	
	
	$
	20,402,331
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	



(1) Other amortizable intangible assets consist primarily of non-compete and service agreements, trade names with limited lives, and foreign currency translation adjustments on CMA’s intangible assets.
(2) Other indefinite-lived intangible assets consist of products in development, a regulatory license and foreign currency translation adjustments on CMA and Swapstream’s intangible assets.
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As of September 30, 2008, the future estimated amortization expense related to amortizable intangible assets is expected to be:

	(in thousands)
	

	Remainder of 2008
	$   36,063

	2009
	126,441

	2010
	123,238

	2011
	122,908

	2012
	116,815

	2013
	107,915

	Thereafter
	2,340,094



On September 7, 2008, CME Group completed its sale of CBOT metals trading products, including open interest, to NYSE Euronext. Metals trading products, which were acquired as part of the merger with CBOT Holdings, had a carrying amount of approximately $28.0 million at the sale date. The company recognized a loss of $2.8 million in the third quarter of 2008.

Goodwill consisted of the following at September 30, 2008:

	
	
	
	Balance at
	
	
	
	
	
	
	
	
	
	
	Balance at
	

	
	
	
	January 1,
	
	
	
	
	Impairment
	
	Other
	September 30,
	

	(in thousands)
	2008
	
	
	Acquisitions
	
	Adjustment
	
	Activity (1)
	
	2008
	
	

	
	CBOT Holdings
	$5,037,316
	$
	—
	$
	—
	$
	(1,169)
	$ 5,036,147
	
	

	
	NYMEX Holdings
	—
	
	
	2,674,846
	
	
	—
	
	(1,321)
	2,673,525
	
	

	
	CMA
	—
	
	
	60,772
	
	
	—
	
	(5,395)
	55,377
	
	

	
	Swapstream
	11,895
	
	
	—
	
	
	(11,895)
	
	—
	—
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total Goodwill
	$5,049,211
	$
	2,735,618
	$
	(11,895)
	$
	(7,885)
	$ 7,765,049
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) Other activity consists primarily of adjustments to restructuring costs and tax contingencies for CBOT Holdings, the recognition of excess tax benefits upon exercise of stock options assumed for CBOT Holdings and NYMEX Holdings, and foreign currency translation adjustments for CMA.

During the third quarter of 2008, the company recorded a $3.2 million and $11.9 million impairment charge to reduce the carrying amounts of Swapstream intangible assets and goodwill, respectively, to their estimated fair values based on the results of an annual impairment test.

6. Debt

On August 12, 2008, CME Group completed a public offering of $250.0 million aggregate principal amount of floating rate notes due 2009, $300.0 million aggregate principal amount of floating rate notes due 2010 and $750.0 million aggregate principal amount of 5.40% notes due 2013. The floating rate notes due 2009 bear interest equal to three-month London Interbank Offered Rate (LIBOR) plus 0.20% per year, adjusted quarterly. The floating rate notes due 2010 bear interest equal to three-month LIBOR plus 0.65% per year, adjusted quarterly. Proceeds from the offering, together with other available funds, were used to finance the company’s merger with NYMEX Holdings.

On August 22, 2008, CME Group entered into a $1.4 billion senior credit facility, with various financial institutions, which provides for term loans of up to

$420.5 million and for revolving loans of up to $995.5 million. This facility expires on August 22, 2011. The company may, at its option, so long as no default is continuing, increase the revolving portion of the facility up to $1.1 billion with the consent of only the various financial institutions providing the additional funds. Proceeds from this facility were used, in part, to finance the merger with NYMEX Holdings, to pay merger-related transaction costs in connection with that merger and to refinance certain existing indebtedness of NYMEX Holdings. Borrowings under the revolving portion of this facility were used, in part, to provide ongoing working capital and for other corporate purposes of the company and its subsidiaries, including supporting issuances of commercial paper, financing dividends and repurchasing stock. As of September 30, 2008, the company had borrowed and subsequently repaid $995.5 million of this facility.

On August 22, 2008, CME Group initiated a 364-day revolving bridge facility with various financial institutions. The facility initially provided for loans of up to $3.2 billion, but was later reduced to $1.3 billion. At its option, the company may borrow under the facility at the prime rate. The company pays a fee of
0.03% per year to maintain the facility. As of September 30, 2008, the company had borrowed and subsequently repaid $187.0 million of this facility. Proceeds from the program were used in part to fund the company’s merger with NYMEX Holdings and may also be used to pay merger-related transaction costs in connection with that merger, to finance dividends and to repurchase the company’s stock. The revolving bridge facility may also serve as a back-up facility for a commercial paper program.
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Commercial paper with an aggregate par value of $1.2 billion and maturities ranging from one to 65 days were issued during the third quarter of 2008. At September 30, 2008, $1.2 billion ($253.9 million in short-term and $945.5 million in long-term) remained outstanding. The weighted average interest rate of commercial paper outstanding during the third quarter was 2.46%. The weighted average balance of commercial paper outstanding during the the third quarter of 2008 was $447.3 million.

Debt consisted of the following:

	
	
	
	
	
	September 30,
	
	
	December 31,
	

	(in thousands)
	
	2008
	
	
	
	
	2007
	
	

	
	Short-term debt:
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$250 million floating rate notes due 2009, interest equal to 3-month LIBOR plus 0.20%, reset quarterly(1)
	$
	249,787
	
	$
	
	—
	
	

	
	Commercial paper (backed by a 364-day revolving facility)
	
	253,916
	
	
	
	
	164,435
	
	

	Total short-term debt
	$
	503,703
	
	$
	164,435
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Long-term debt:
	
	
	
	
	
	
	
	
	
	
	

	
	$300 million floating rate notes due 2010, interest equal to 3-month LIBOR plus 0.65%, reset quarterly(1)
	$
	299,444
	
	$
	
	—
	
	

	
	$750 million fixed rate notes due 2013, interest equal to 5.4%
	
	747,373
	
	
	
	
	—
	
	

	
	Term loan due 2011, interest equal to 3-month LIBOR plus 1%, reset quarterly(1)
	
	420,500
	
	
	
	
	—
	
	

	
	Commercial paper (backed by a 3-year senior credit facility)
	
	945,500
	
	
	
	
	
	—
	
	

	
	
	
	
	
	$
	2,412,817
	
	$
	
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(1)   See Note 10 for a discussion of the interest rate swaps associated with these borrowings.
	
	
	
	
	
	
	
	
	
	

	Long-term debt maturities, at par value, are as follows as of September 30, 2008:
	
	
	
	
	
	
	
	
	
	

	
	
	(in thousands)
	
	
	
	
	
	
	
	
	
	

	
	2008
	
	
	
	
	$
	
	—
	
	

	
	2009
	
	
	
	
	
	
	—
	
	

	
	2010
	
	
	
	
	
	300,000
	
	
	

	
	2011
	
	
	
	
	
	1,366,000
	
	
	

	
	2012
	
	
	
	
	
	
	—
	
	

	
	
	2013 and thereafter
	
	
	
	
	750,000
	
	
	



7. Restructuring

In August 2007, subsequent to its merger with CBOT Holdings, the company approved and initiated plans to restructure its operations in order to eliminate redundant costs and improve operational efficiencies. Restructuring efforts include reductions in employee positions, the closure of duplicate facilities and consolidation of trading and other technologies. Total estimated restructuring costs of $30.3 million consist primarily of severance and transitional payments and contract termination penalties which were substantially complete by July 2008.

The following is a summary of restructuring activity for this plan:

	
	
	
	
	Planned
	
	Interest on
	
	
	
	
	Total
	
	Liability at
	
	Total
	

	
	
	Restructuring
	
	Deferred
	
	Accrued
	
	Cash
	September 30,
	
	Expected
	

	(in thousands)
	
	
	Costs
	
	
	Payments
	
	
	to Date
	
	
	Payments
	
	
	2008
	
	
	Payments
	
	

	
	Severance and related costs
	$
	20,988
	$
	154
	$21,142
	$ (19,992)
	$
	1,150
	$21,466
	
	

	
	Contract terminations
	
	
	8,597
	
	
	280
	8,877
	(8,221)
	
	656
	8,877
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total Restructuring
	$
	29,585
	$
	434
	$30,019
	$ (28,213)
	$
	1,806
	$30,343
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



As of September 30, 2008, the company had not finalized its plans to restructure operations in conjunction with the integration of NYMEX Holdings. The company intends to finalize and initiate its restructuring plan related to the NYMEX Holdings merger in the fourth quarter of 2008.

8. Income Taxes

The company’s effective tax rate was 57.4% in the third quarter of 2008 and 42.5% for the first nine months of 2008. The effective tax rate is impacted by the increase in the state and local tax rates as a result of the recent combination with NYMEX, including a charge of $48.3 million to record the impact of the new combined state and local tax rate on the existing net deferred tax liability. For the first nine months of 2008, this increase in the state and local tax rates and the resulting impact to the net deferred tax liability is partially offset by the first quarter benefit from the Illinois tax law change that resulted in a $38.6 million reduction in the net deferred tax liability.
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Reconciliation of the statutory U.S. federal income tax rate to the effective tax rate for the nine months ended September 30 is as follows:

	
	2008
	
	2007
	
	

	Statutory U.S. federal tax rate
	35.0%
	35.0%
	

	State taxes, net of federal benefit
	5.4
	4.8
	
	

	Impact of Illinois tax law change
	(3.4)
	—
	

	Impact of NYMEX acquisition on existing deferred taxes
	4.3
	—
	

	Other, net
	1.2
	
	(0.1)
	

	Effective Tax Rate
	
	
	
	
	

	
	42.5%
	39.7%
	

	
	
	
	
	
	



The company’s net deferred tax liability as of September 30, 2008 increased significantly from December 31, 2007 due to the recent merger with NYMEX Holdings and the deferred tax liability which was recognized on the identified intangibles acquired as part of the merger.

Net current deferred tax assets and net long term deferred tax liabilities consisted of the following:

	(in thousands)
	September 30, 2008
	December 31, 2007
	

	
	Net Current Deferred Tax Assets:
	
	
	
	
	
	
	

	
	Accrued expenses and other
	$
	16,878
	$
	9,567
	
	

	
	Stock-based compensation
	
	13,664
	
	4,629
	
	

	
	Restructuring
	
	726
	
	
	4,203
	
	

	
	Net Current Deferred Tax Assets
	$
	31,268
	$
	18,399
	
	

	Net Long-Term Deferred Tax Assets/(Liabilities):
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Depreciation and amortization
	$
	33,414
	$
	30,472
	
	

	
	Foreign net operating losses
	
	18,623
	
	11,235
	
	

	
	Real Estate
	
	16,139
	
	16,090
	
	

	
	Stock-based compensation
	
	12,464
	
	12,377
	
	

	
	Deferred compensation
	
	9,873
	
	8,878
	
	

	
	Other
	
	24,852
	
	
	22,554
	
	

	
	Subtotal
	
	115,365
	
	101,606
	
	

	
	Valuation allowance
	
	(18,623)
	
	(11,235)
	

	
	Total long-term deferred tax assets
	
	96,742
	
	
	90,371
	
	

	
	Purchased intangibles
	
	(8,173,508)
	
	(3,915,155)
	

	
	Software development costs
	
	(13,483)
	
	(13,384)
	

	
	Other
	
	(99)
	
	(10,072)
	

	
	
	
	
	
	
	
	
	

	
	Total long-term deferred tax liabilities
	
	(8,187,090)
	
	(3,938,611)
	

	Net Long-Term Deferred Liabilities
	
	
	
	
	
	
	

	
	$
	(8,090,348)
	$
	(3,848,240)
	

	
	
	
	
	
	
	
	
	



9. Contingencies and Guarantees

Legal Matters. There are two purported class action complaints pending against the former NYMEX Holdings, the former NYMEX Holdings board of directors and CME Group in the Delaware Court of Chancery related to the merger between CME Group and NYMEX Holdings.

The first complaint, amended as of October 6, 2008, is a purported consolidated class action on behalf of former NYMEX Holdings’ shareholders (the shareholder complaint) which alleges, among other things, that the NYMEX Holdings board of directors breached their fiduciary duties in approving the merger agreement by exclusively negotiating a transaction with CME Group without regard to the fairness of the transaction to the NYMEX Holdings shareholders, failing to take steps to maximize shareholder value, capping the minimum price of NYMEX Holdings’ stock, failing to properly value NYMEX Holdings, making changes to NYMEX Holdings’ change of control severance plan weeks before announcing that it was engaged in discussions with CME Group, requiring the Class A members to execute a waiver and release that allegedly is coercive because it is intended to deprive them of their rights to participate in this lawsuit as well as their rights to past, present and future royalty payments under Section 311(G) of the former bylaws of NYMEX, and failing to fully disclose material information related to the merger, including financial information and information necessary to prevent statements contained in the preliminary proxy from being misleading. The shareholder complaint further alleges that CME Group aided and abetted the alleged breach of fiduciary duties.
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The shareholder plaintiffs initially sought to enjoin the merger; however, they pulled the preliminary injunction hearing from the court’s calendar on August 5, 2008 after becoming satisfied that there had been adequate disclosures by NYMEX Holdings and CME Group. The shareholder plaintiffs now seek damages for the alleged breaches of fiduciary duties and a declaration that the waiver and release is invalid and unenforceable. On October 24, 2008, CME Group moved to dismiss the shareholder plaintiffs’ complaint.

The second complaint, amended as of September 18, 2008, is a purported consolidated class action on behalf of NYMEX Class A members (the member complaint) which alleges claims substantially similar to those raised in the shareholder complaint. The member plaintiff initially sought to enjoin the merger; however, she pulled the preliminary injunction hearing from the court’s calendar on August 5, 2008 after becoming satisfied that there had been adequate disclosures by NYMEX Holdings and CME Group. The member plaintiff now seeks damages for the alleged breaches of fiduciary duties and a declaration that the waiver and release is invalid and unenforceable. On September 22, 2008, CME Group filed a motion to dismiss and stay discovery.

On September 26, 2008, the member plaintiffs, jointly with the shareholder plaintiffs, filed a motion for declaratory judgment and requested an expedited hearing on their motion. On October 2, 2008, the Court denied the plaintiffs’ request for expedition and granted CME Group’s request to stay discovery in both actions. The parties currently are briefing CME Group’s motion to dismiss the shareholder complaint and motion to dismiss the member complaint, as well as the plaintiffs’ joint motion for declaratory judgment. Based on its investigation to date and advice from counsel, the company believes this suit is without merit and intends to defend itself vigorously against these charges.

On October 14, 2003, the U.S. Futures Exchange, L.L.C. (Eurex U.S.) and U.S. Exchange Holdings, Inc., filed suit against CBOT and CME in the United States District Court for the District of Columbia. The suit alleges that CBOT and CME violated the antitrust laws and tortiously interfered with the business relationship and contract between Eurex U.S. and The Clearing Corporation. Eurex U.S. and U.S. Exchange Holdings, Inc. are seeking a preliminary injunction and treble damages. On December 12, 2003, CBOT and CME filed separate motions to dismiss or, in the event the motion to dismiss is denied, to move the venue to the United States District Court for the Northern District of Illinois. On September 2, 2004, the judge granted CBOT’s and CME’s motion to transfer venue to the Northern District of Illinois. In light of that decision, the judge did not rule on the motions to dismiss. On March 25, 2005, Eurex U.S. filed a second amended complaint in the United States District Court for the Northern District of Illinois. On June 6, 2005, CME and CBOT filed a motion to dismiss the complaint. On August 25, 2005, the judge denied the joint CME/CBOT motion to dismiss. The parties are currently engaged in discovery. On April 9, 2007, CME and CBOT filed two joint motions for summary judgment. Based on its investigation to date and advice from legal counsel, the company believes this suit is without merit and intends to defend itself vigorously against these charges.

On August 23, 2006, CBOT Holdings and CBOT, along with a class consisting of certain CBOT full members, filed a lawsuit in the Court of Chancery of the State of Delaware against the Chicago Board Options Exchange (CBOE). The lawsuit seeks to enforce and protect the exercise right privileges (ERPs). The lawsuit alleges that these ERPs allow CBOT’s full members who hold them to become full members of CBOE and to participate on an equal basis with other members of CBOE in CBOE’s announced plans to demutualize. On June 2, 2008, the parties reached a settlement in principle. Under the proposed settlement terms with CBOE, which are subject to execution of a class settlement agreement and to its approval by the Delaware Court, participating Class A members will share in an aggregate of 18 percent of the CBOE Holdings equity through the issuance of warrants that will be converted into non-voting common stock of CBOE Holdings convertible upon CBOE Holdings’ initial public offering into voting common stock. Class members will also be entitled to receive non-interest bearing notes for their pro rata share of $300.0 million. Participating Class B members will be paid $250,000 for each ERP owned.
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In addition, the company is a defendant in, and has potential for, various other legal proceedings arising from its regular business activities. While the ultimate results of such proceedings against the company cannot be predicted with certainty, the company believes that the resolution of any of these matters will not have a material adverse effect on its consolidated financial position or results of operations.

CBOE Exercise Right Privileges. Under the terms of the merger agreement with CBOT Holdings, eligible CBOT members who held ERPs were each given the choice of tendering their ERP to the company for $250,000 payable after the closing or to participate as a class member in the CBOE lawsuit with a guaranteed payment of up to $250,000 from the company if the lawsuit results in a recovery of less than that amount. On June 2, 2008, the parties to the lawsuit agreed to a settlement in principle. Pursuant to the terms of the settlement, holders of ERPs could submit a claim to participate in the settlement as a Class A or Class B settlement participant on October 14, 2008. Participating Class A members will share in an equity pool equal to 18% of the total common stock issued by CBOE in its demutualization and will share in cash pool of up to $300.0 million, subject to a cap of $600,000 per individual. Participating Class B members would be paid $250,000 per ERP. The settlement remains subject to court approval. The maximum possible aggregate payment under the company’s guarantee, assuming that all outstanding ERPs are paid $250,000 by the company, is $293.0 million.

Mutual Offset Agreement. CME and Singapore Exchange Limited (SGX) have a mutual offset agreement that has been extended through October 2009. CME can maintain collateral in the form of U.S. Treasury securities or irrevocable letters of credit. At September 30, 2008, CME was contingently liable to SGX on irrevocable letters of credit totaling $34.0 million and had pledged securities with a fair value of $83.9 million. Regardless of the collateral, CME guarantees all cleared transactions submitted through SGX and would initiate procedures designed to satisfy these financial obligations in the event of a default, such as the use of security deposits and performance bonds of the defaulting clearing firm.

10. Derivative Investments

The company mitigates certain financial exposures to foreign currency exchange rate risk and interest rate risk through the use of derivative financial instruments as part of its risk management program.

Foreign Currency Derivatives

In connection with its purchase of BM&F stock in February 2008, CME Group purchased an option to hedge against changes in the fair value of BM&F stock resulting from foreign currency rate fluctuations between U.S. dollar and the Brazilian real (BRL) beyond the option’s exercise price. Lehman Brothers Special Financing Inc. (LBSF) was the sole counterparty to this option contract. On September 15, 2008, Lehman Brothers Holdings Inc. (Lehman) filed for protection under Chapter 11 of the United States Bankruptcy Code. The bankruptcy filing of Lehman was an event of default that gave the company the right to immediately terminate the put option agreement with LBSF. To mitigate credit risk, the derivative agreement required CME Group’s counterparty to collateralize substantially all of the option’s fair value with cash or U.S. Treasury securities. Upon termination of the option agreement, the company recognized a loss of $2.0 million due to the shortfall in collateralization. The company intends to file a proof of claim with the bankruptcy court.

The BM&F stock is currently carried at cost due to restrictions on CME Group’s ability to sell the stock. As of September 30, 2008, the company had not re-established a hedge against changes in fair value of the stock resulting from foreign currency rate fluctuations.

During the third quarter and first nine months of 2008, the company recognized a gain of $9.4 million and a loss of $5.9 million, respectively, due to the changes in the fair value of this option contract.

Interest Rate Derivatives

In connection with the issuance of floating rate debt in August 2008, the company entered into two interest rate swap agreements, designated as cash flow hedges, for purposes of hedging against a change in interest payments due to fluctuations in the underlying benchmark rate. These swaps are expected to be highly effective.

Under the first swap agreement, which is effective November 6, 2008 and matures on August 6, 2010, the company pays a fixed rate of interest and receives a

variable rate of interest equal to the three-month LIBOR as determined on the quarterly reset date on a notional principal amount of $300.0 million. The net

amount to be paid or received quarterly, beginning on February 6, 2009, is recorded as an adjustment to interest expense, while the change in fair value is

recorded in accumulated other comprehensive income in the consolidated balance sheet to the extent that the hedge is effective. Any ineffectiveness is recorded in

the consolidated statements of income in the period incurred. The aggregate fair value of the interest rate swap as of September 30, 2008 was an asset of

$345,000. For the third quarter and nine months ended September 30, 2008, the company recognized a net unrealized gain of $345,000 of which an immaterial

amount was considered ineffectiveness.

Under the second swap agreement, which is effective October 22, 2008 and matures on August 19, 2011, the company pays a fixed rate of interest and receives a variable rate of interest equal to the three-month LIBOR as determined on the quarterly reset date on a notional principal amount of $420.5 million. The net amount to be paid or received quarterly, beginning on January 22, 2009, is recorded as an adjustment to interest expense, while the change in fair value is recorded in accumulated other comprehensive income in the consolidated balance sheet to the extent that the hedge is effective. Any ineffectiveness is recorded in the consolidated statements of income in the period incurred. The aggregate fair value of the interest rate swap as of September 30, 2008 was a liability of $1.2 million. For the third quarter and nine months ended September 30, 2008, the company recognized a net unrealized loss related to the agreement of $1.2 million of which an immaterial amount was considered ineffectiveness.
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Subsequent to the end of the third quarter, the company entered into an additional interest rate swap agreement. This swap is also designated as a cash flow hedge for purposes of hedging against a change in interest payments on floating rate debt due to fluctuations in the underlying benchmark rate. This swap, which is effective November 6, 2008 and matures on August 6, 2009, is expected to be highly effective. Under the swap agreement, the company pays a fixed rate of interest and receives a variable rate of interest equal to the three-month LIBOR as determined on the quarterly reset date on a notional principal amount of $250.0 million. The net amount to be paid or received quarterly, beginning on February 6, 2009, will be recorded as an adjustment to interest expense, while the change in fair value is recorded in accumulated other comprehensive income in the consolidated balance sheet to the extent that the hedge is effective. Any ineffectiveness will be recorded in the consolidated statements of income in the period incurred.

To mitigate counterparty credit risk, the swap agreements require collateralization by both counterparties for the swaps’ aggregate net fair value. Collateral, which is maintained in the form of cash, is adjusted and transferred on a daily basis.

11. Stock-Based Payments

Total expense for stock-based payments, including shares issued to the board of directors, unvested CBOT options, and the unvested options assumed in the company’s merger with NYMEX Holdings, was $28.0 million for the nine months ended September 30, 2008 and $17.4 million for the nine months ended September 30, 2007. The total income tax benefit recognized in the consolidated statements of income for stock-based payment arrangements was $11.3 million and $6.9 million for the nine months ended September 30, 2008 and 2007, respectively.

In connection with the NYMEX Holdings merger, CME Group assumed stock options available or outstanding under the NYMEX Holdings’ Omnibus Long-Term Incentive Plan. A total of 0.6 million shares have been reserved for awards under this plan. Employee stock options totaling 335,721 shares were outstanding under this plan at the time the merger closed. CME Group accelerated vesting of 210,282 shares during the third quarter of 2008 and recognized $5.8 million in compensation and benefits expense.

In the first nine months of 2008, the company granted employees stock options totaling 180,210 shares under the CME Group Omnibus Stock Plan. The options have a ten-year term with exercise prices ranging between $337 and $486 per share, the closing market prices on the dates of grant. The fair value of these options totaled $33.0 million, measured at the grant dates using the Black-Scholes valuation model. The Black-Scholes fair value of the option grants was calculated using the following assumptions: dividend yield ranging from 0.9% to 1.4%; expected volatility ranging from 44% to 50%; risk-free interest rate ranging from 2.8% to 3.9%; and expected life of 6.5 years. The grant date weighted average fair value of options granted during the year was $183 per share.

Under Staff Accounting Bulletin No. 110, the company uses the simplified method to determine the expected term when calculating the fair value of employee stock options using the Black-Scholes valuation model. The company will continue to use the simplified method due to insufficient historical exercise data pertaining to options granted under the CME Group Omnibus Stock Plan, which began in 2000, and changes in business resulting from the company’s merger with CBOT Holdings and NYMEX Holdings.

Year to date, the company granted 12,727 shares of restricted Class A common stock which generally have a vesting period of one to five years. The fair value of these grants is $4.9 million, which is recognized as compensation expense on an accelerated basis over the vesting period.

CME Group also issued 5,509 and 4,072 shares of Class A common stock to its non-executive directors during the first nine months of 2008 and 2007, respectively. The fair value of these grants was $2.5 million and $2.1 million, respectively. These shares are not subject to any vesting restrictions.

12. Share Repurchases

In June 2008, CME Group was authorized, by its board of directors, to pursue new initiatives to return capital to shareholders. The initiatives include a share buyback program of up to $1.1 billion of CME Group Class A common stock, subject to market conditions. The buyback program will take place over a period of up to 18 months. The board’s authorization permits the repurchase of shares through the open market, an accelerated program, a tender offer or privately negotiated transactions. The company will repurchase its shares pursuant to a plan under Rule 10b5-1 of the Securities Exchange Act of 1934. The share repurchase plan does not obligate CME Group to repurchase any specific dollar amount or number of shares of its Class A common stock.

In September 2008, CME Group purchased 62,360 shares of its Class A common stock at an average price of $382 per share for a total cost of $23.8 million. From October 1 through November 5, 2008, the company purchased 474,497 additional shares of its Class A common stock at an average price per share of $316 for a total cost of $150.0 million.

13. Fair Value Measurements

In January 2008, CME Group adopted SFAS No. 157, “Fair Value Measurements,” which provides guidance for using fair value to measure assets and liabilities by defining fair value and establishing a framework for measuring fair value. The standard creates a three-level hierarchy, which establishes classification of fair value measurements for disclosure purposes.

· Level 1 inputs, which are considered the most reliable evidence of fair value, consist of quoted prices (unadjusted) for identical assets or liabilities in active markets.

· Level 2 inputs consist of observable market data other than Level 1 inputs such as quoted prices for similar assets and liabilities in active markets or inputs other than quoted prices that are directly observable.
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· Level 3 inputs consist of unobservable inputs which are derived and cannot be corroborated by market data or other entity specific inputs.

In general, the company uses quoted prices in active markets for identical assets to determine fair market value of the investments within marketable securities, securities lending collateral and other equity investments. The Level 1 investments include U.S. Treasury securities, exchange traded mutual funds, repurchase agreements and publicly traded equity securities. If quoted prices are not available to determine fair value, the company uses other inputs that are observable either directly or indirectly. Investments included in Level 2 consist primarily of U.S. government agency securities, municipal bonds, asset-backed securities and certain corporate bonds. Level 3 assets include certain corporate bonds and asset-backed securities as well as mutual funds. These assets have been valued using valuation models with inputs that are both observable and unobservable. The unobservable inputs used in these models are significant to the fair value of the investments and require management’s judgment.

The company determined the fair value of the derivative contracts using standard valuation models that are based on market-based observable inputs including forward and spot exchange rates and interest rate curves. Level 2 derivative assets include interest rate swaps and forward foreign exchange contracts.

The fair value of the liability for the guarantee of ERPs is derived using probability-weighted Black-Scholes option values for various scenarios. The liability is included in Level 3 because management uses significant unobservable inputs including probability, expected return and volatility factors to determine the fair value.

Financial assets and liabilities recorded in the consolidated balance sheet as of September 30, 2008 are classified in their entirety based on the lowest level of input that is significant to the asset or liability’s fair value measurement.

Financial Instruments Measured at Fair Value on a Recurring Basis:

	(in thousands)
	
	
	Level 1
	
	
	Level 2
	
	Level 3
	
	
	Total
	

	Assets at Fair Value:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Marketable securities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	U.S. Treasury securities
	$
	94,976
	$
	—
	$
	—
	$
	94,976
	

	Mutual funds
	
	
	21,006
	
	
	—
	
	—
	
	
	21,006
	

	Municipal bonds
	
	
	—
	
	
	8,867
	
	
	—
	
	
	8,867
	

	U.S. Government agency securities
	
	
	—
	
	
	2,425
	
	
	—
	
	
	2,425
	

	Equities
	
	
	48
	
	
	—
	
	
	—
	
	
	
	48
	

	Total
	
	
	116,030
	
	
	11,292
	
	—
	
	
	127,322
	

	Securities lending collateral:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Mutual funds
	
	
	—
	
	
	—
	
	493,410
	
	
	493,410
	

	Corporate bonds
	
	
	—
	
	
	395,682
	
	
	2,540
	
	
	398,222
	

	Asset-backed securities
	
	
	—
	
	
	8,568
	
	
	3,853
	
	
	12,421
	

	Repurchase agreements
	
	
	5,307
	
	
	—
	
	
	—
	
	
	
	5,307
	

	Total
	
	
	5,307
	
	
	404,250
	
	
	499,803
	
	
	909,360
	

	Derivative investments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest rate swap contracts
	
	
	—
	
	
	1,772
	
	
	—
	
	
	1,772
	

	Foreign currency forward contract
	
	
	—
	
	
	137
	
	
	—
	
	
	
	137
	

	Total
	
	
	—
	
	
	1,909
	
	
	—
	
	
	1,909
	

	Equity investments
	
	
	71,623
	
	
	—
	
	
	—
	
	
	
	71,623
	

	Total Assets at Fair Value
	$
	192,960
	$
	417,451
	
	$
	499,803
	$
	1,110,214
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Liabilities at Fair Value:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest rate swap contracts
	$
	—
	$
	2,630
	
	$
	—
	$
	2,630
	

	Guarantee of CBOE exercise right privileges
	
	
	—
	
	
	—
	
	
	1,194
	
	
	1,194
	

	Total Liabilities at Fair Value
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	$
	—
	$
	2,630
	
	$
	1,194
	$
	3,824
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The following is a reconciliation of assets and liabilities at fair value on a recurring basis using significant unobservable inputs (Level 3) during the first nine months of 2008.

	
	
	
	
	
	
	
	
	Guarantee
	

	
	
	
	
	
	
	
	
	of CBOE
	

	
	Securities
	
	
	Foreign
	Exercise
	

	
	
	Lending
	
	Currency
	
	Right
	

	(in thousands)
	Collateral
	
	
	
	Option
	
	Privileges
	
	

	Fair value of assets (liabilities) at January 1, 2008
	$
	—
	$
	—
	$
	(13,983)
	

	Purchases and issuances
	
	22,536
	
	
	
	45,195
	
	—
	

	Transfers in (out) of Level 3
	
	499,410
	
	
	
	—
	
	—
	

	Realized and unrealized gains (losses):
	
	
	
	
	
	
	
	
	
	
	

	Included in non-operating income (expense)
	
	(21,745)
	
	
	(7,894)
	
	12,789
	
	

	Included in other comprehensive income (loss)
	
	(398)
	
	
	—
	
	—
	

	Settlements
	
	—
	
	
	
	(37,301)
	
	—
	

	Fair value of assets (liabilities) at September 30, 2008
	
	
	
	
	
	
	
	
	
	
	

	
	$
	499,803
	
	
	$
	—
	
	$
	(1,194)
	

	
	
	
	
	
	
	
	
	
	
	
	

	Total unrealized gains and (losses) related to financial assets and liabilities in the consolidated balance sheets
	
	
	
	
	
	
	
	
	
	
	

	at September 30, 2008
	$
	(22,143)
	$
	—
	$
	12,789
	
	

	
	
	
	
	
	
	
	
	
	
	
	



Due to market conditions, the company revalued a money market mutual fund investment within the CME’s securities lending collateral using unobservable inputs during the third quarter of 2008. A financial institution defaulted on its obligation to the fund in the third quarter resulting in a decline in the fund’s market value. Management considered its exposure to potential loss due to the default and its ability to hold the investment in determining the fair value of the investments. As a result of the revaluation, the company recorded an impairment charge of $6.0 in securities lending interest and other costs during the third quarter as the decline in value was determined to be other-than-temporary. This investment was transferred into Level 3 during the third quarter because its fair value is based on management’s best estimate.

As a result of the merger with NYMEX Holdings in August 2008, the company acquired the collateral portfolio for the NYMEX securities lending program. At September 30, 2008, two corporate debt securities in the portfolio were determined to be other-than-temporarily impaired due to default by the issuers. The company recorded an impairment charge of $15.7 million in securities lending interest and other costs during the third quarter of 2008. These investment are included as purchases in Level 3 as they were acquired as part of the merger. In addition, the company has categorized certain asset-backed securities in the NYMEX securities lending portfolio in Level 3 because their fair value was estimated using valuation models with unobservable inputs.

14. Earnings Per Share

Basic earnings per share is computed by dividing net income by the weighted average number of shares of all classes of common stock outstanding for each reporting period. Diluted earnings per share reflects the increase in shares using the treasury stock method to reflect the impact of an equivalent number of shares of common stock if stock options were exercised and restricted stock awards were converted into common stock. Outstanding stock options of approximately 525,000 and 395,000 were anti-dilutive for the quarter and nine months ended September 30, 2008, respectively. Approximately 135,000 outstanding stock options and restricted stock awards were anti-dilutive for the quarter and nine months ended September 30, 2007, respectively. These shares were not included in the diluted earnings per common share calculations.

	
	
	Quarter Ended September 30,
	
	Nine Months Ended September 30,

	(in thousands, except per share data)
	
	
	2008
	
	
	2007
	
	
	2008
	
	
	2007
	

	Net Income
	$
	168,691
	$
	201,572
	$
	653,421
	$
	457,475
	

	Weighted Average Number of Common Shares:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	
	
	59,870
	
	51,748
	
	
	56,054
	
	
	40,556
	

	Effect of stock options
	
	
	208
	
	344
	
	
	240
	
	
	352
	

	Effect of restricted stock grants
	
	
	8
	
	
	11
	
	
	8
	
	
	12
	

	Diluted
	
	
	60,086
	
	52,103
	
	
	56,302
	
	
	40,920

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Earnings per Share:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	$
	2.82
	$
	3.90
	$
	11.66
	$
	11.28
	

	Diluted
	
	
	2.81
	
	3.87
	
	
	11.61
	
	
	11.18
	

	
	22
	
	
	
	
	
	
	
	
	
	
	
	



[image: ]Table of Contents

15. Subsequent Event

On October 10, 2008, CME renewed its 364-day clearing facility with a consortium of financial institutions. The amount of the line of credit was decreased to $600.0 million from $800.0 million. The line of credit continues to be collateralized by clearing firm security deposits held by the clearinghouse in the form of U.S. Treasury or agency securities, as well as security deposits in the Interest Earning Facilities and any performance bond deposits of a clearing firm that has defaulted on its obligation. The line may be increased up to $1.0 billion to the extent that collateral is available and the lenders have the ability to provide funding. At September 30, 2008, the company had collateral of $2.3 billion available.
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Item 2.	Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion is provided as a supplement to, and should be read in conjunction with, the accompanying unaudited consolidated financial statements and notes in this Form 10-Q and our Annual Report on Form 10-K for the year ended December 31, 2007.

On July 12, 2007, CBOT Holdings, Inc. (CBOT Holdings) merged with and into Chicago Mercantile Exchange Holdings Inc. (CME Holdings). At the time of the merger, the combined company was renamed CME Group Inc. (CME Group). On March 23, 2008, CME Group acquired Credit Market Analysis Ltd., a private company incorporated in the United Kingdom, and its wholly-owned subsidiaries (collectively, CMA). On August 22, 2008, NYMEX Holdings, Inc. (NYMEX Holdings) merged with CME Group. The following Management’s Discussion and Analysis of Financial Condition and Results of Operations includes the financial results of CBOT Holdings beginning July 13, 2007, the financial results of CMA beginning on March 24, 2008, and the financial results of NYMEX Holdings beginning August 23, 2008.

References in this discussion and analysis to “we,” “us” and “our” are to CME Group and its consolidated subsidiaries, collectively. References to “exchange” are to Chicago Mercantile Exchange Inc. (CME), Board of Trade of the City of Chicago, Inc. (CBOT), and New York Mercantile Exchange, Inc. (NYMEX), collectively.

CRITICAL ACCOUNTING POLICIES

Critical accounting policies are those policies that we believe present the most complex or subjective measurements and have the most potential to affect our financial position and operating results. While all decisions regarding accounting policies are important, there are certain accounting policies that we consider to be critical. Information regarding critical accounting policies as of December 31, 2007 is contained in Item 7 of our 2007 Annual Report on Form 10-K. The following is additional information regarding critical accounting policies adopted in 2008:

Valuation of Financial Instruments. In January 2008, we adopted Statement of Financial Accounting Standard (SFAS) No. 157, “Fair Value Measurements,” which provides guidance for using fair value to measure assets and liabilities by defining fair value and establishing a framework for measuring fair value. SFAS No. 157 applies to all financial instruments that are measured and reported on a fair value basis.

SFAS No. 157 defines “fair value” as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date, or an exit price. The standard establishes a hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring that the observable inputs be used when available. Observable inputs are inputs that market participants would use in pricing the asset or liability based on market data obtained from independent sources. Unobservable inputs are inputs that reflect our assumptions about the assumptions market participants would use in pricing the asset or liability developed based on the best information available in the circumstances.

We have categorized our financial instruments measured at fair value into a three-level classification in accordance with SFAS No. 157. The hierarchy is broken down into three levels based on the reliability of inputs as follows:

· Level 1 – Inputs are unadjusted, quoted prices in active markets for identical assets or liabilities at the measurement date. Assets and liabilities carried at Level 1 fair value generally include U.S. Treasury and Government agency securities, equity securities listed in active markets, and investments in publicly traded mutual funds with quoted market prices.

· Level 2 – Inputs are either directly or indirectly observable and corroborated by market data or are based on quoted prices in markets that are not active. Assets and liabilities carried at Level 2 fair value generally include municipal bonds, corporate debt and certain derivatives.

· Level 3 – Inputs are unobservable and reflect management’s best estimate of what market participants would use in pricing the asset or liability. Generally, assets and liabilities at fair value utilizing Level 3 inputs include certain complex over-the-counter derivative contracts and certain other assets and liabilities with inputs that require management’s judgment.

To corroborate the reasonableness of our Level 3 fair value models, we have obtained valuations for Level 3 assets and liabilities from independent third parties where available. For further discussion regarding the fair value of financial assets and liabilities, see Note 13 in the notes to the unaudited consolidated financial statements.

Derivative Investments. We may use derivative financial instruments for the purpose of hedging exposures to fluctuations in interest rates and foreign currency exchange rates. Derivatives are recorded at fair value in the consolidated balance sheets in accordance with SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities,” as amended. SFAS No. 133 also requires that changes in our derivatives’ fair values be recognized in earnings, unless the instruments are accounted for as hedges. For a derivative designated as a fair value hedge, any gain or loss on the derivative is recognized in earnings in the period of change, to the extent the hedge is effective, together with the offsetting loss or gain on the hedged item attributable to the risk being hedged. We record the effective portions of our derivative financial instruments that are designated as cash flow hedges in accumulated other comprehensive income in the accompanying consolidated balance sheets. Any ineffective or excluded portion of a hedge is recognized in earnings immediately. Any realized gains and losses from hedges are classified in the consolidated statements of income consistent with the accounting treatment of the items being hedged.
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RESULTS OF OPERATIONS

Financial Highlights

The comparability of our operating results for the third quarter and first nine months of 2008 to the same periods in 2007 is significantly impacted by our mergers with CBOT Holdings and NYMEX Holdings. In our discussion and analysis of comparative periods, we have quantified the contribution of additional revenue or expense resulting from these transactions wherever such amounts were material and identifiable. While identified amounts may provide indications of general trends, the analysis cannot completely address the effects attributable to integration efforts.

The following summarizes significant changes in our financial performance in the third quarter and first nine months of 2008 when compared with the same periods in 2007.

· Total revenues grew by 20% and 52% in the third quarter and first nine months of 2008, respectively, when compared with the same periods in 2007. The most significant increases occurred in clearing and transaction fees and quotation data fees while processing services experienced a decrease.
· Total expenses increased by 18% and 44% in the third quarter and first nine months of 2008, respectively, driven mostly by increases in amortization of purchased intangibles, compensation and benefits costs, and depreciation and amortization. During the third quarter of 2008, we recognized goodwill and intangible assets impairment related to our Swapstream operations which also contributed to an increase in operating expenses when compared with 2007.

· Net non-operating expense increased for both the third quarter and year-to-date periods due primarily to increased borrowings, impairments of our equity method investment in FXMS and certain securities lending assets, and a decline in market interest rates which reduced investment and securities lending income. Transaction-related costs incurred to complete our investment in BM&F Bovespa SA (BM&F) during the first quarter of 2008 also contributed to the year-to-date increase in net non-operating expense. The impact of these items was partially offset by a decline in our liability related to the guarantee of CBOE exercise right privileges and dividend income received from BM&F.

· Operating margin, which we define as operating income expressed as a percentage of total revenues, was 62% in the third quarter of 2008 compared with 61% for the same period in 2007.

· The effective tax rate increased to 42.5% year to date compared with 39.7% in the same period of 2007. This increase was primarily driven by an increase in our state and local tax rate due to our merger with NYMEX Holdings, including a charge of $48.3 million in the third quarter to record the impact of our new combined state and local tax rate on our existing net deferred tax liability. Year to date, this increase in our effective tax rate was partially offset by the first quarter benefit from the Illinois tax law change that resulted in a $38.6 million reduction in the net deferred tax liability.

Operating Revenues

	(dollars in millions)
	Quarter Ended September 30,
	Change
	
	Nine Months Ended September 30,
	
	Change
	

	
	
	2008
	
	
	2007
	
	
	
	
	2008
	
	
	2007
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Clearing and transaction fees
	$
	558.7
	$
	477.8
	17%
	$
	1,542.3
	$
	988.8
	56%
	

	
	Quotation data fees
	
	75.7
	
	
	45.8
	65
	
	
	192.3
	
	
	95.2
	102
	

	
	Processing services
	
	17.9
	
	
	18.0
	—
	
	
	53.9
	
	
	90.3
	(40)
	

	
	Access and communication fees
	
	10.9
	
	
	10.5
	4
	
	
	32.2
	
	
	25.9
	24
	

	
	Other
	
	17.8
	
	
	13.1
	
	36
	
	
	48.6
	
	
	26.4
	84
	

	Total Revenues
	$
	681.0
	$
	565.2
	20
	$
	1,869.3
	$
	1,226.6
	52
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Clearing and Transaction Fees. Revenues increased primarily due to growth in trading volume and an increase in average rate per contract.
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Volume

The following table summarizes average daily trading volume. For comparative purposes, CME, CBOT and NYMEX products have been presented separately. The 2007 average daily trading volume for CBOT products has been calculated for the period July 13 through September 30, 2007. The 2008 average daily volume for NYMEX products has been calculated for the period August 23 through September 30, 2008. All amounts exclude TRAKRS, Swapstream and auction-traded products.

	(amounts in thousands)
	Quarter Ended September 30,
	Change
	Nine Months Ended September 30,
	Change
	

	
	2008
	
	2007
	
	
	2008
	
	2007
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Product Line Average Daily Volume
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Interest rate:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	CME
	3,082
	
	4,496
	(31)%
	3,671
	3,898
	(6)%
	

	
	CBOT
	2,948
	
	3,652
	(19)
	3,224
	3,652
	(12)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Equity:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	CME
	3,597
	
	3,064
	17
	
	3,341
	2,464
	36
	
	

	
	CBOT
	245
	
	206
	19
	
	210
	206
	2
	
	

	Foreign exchange:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	CME
	710
	
	635
	12
	
	672
	572
	17
	
	

	Commodity and alternative investment:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	CME
	101
	
	86
	17
	
	100
	85
	18
	
	

	
	CBOT
	722
	
	622
	16
	
	801
	622
	29
	
	

	
	NYMEX
	1,863
	
	—
	n.m.
	1,863
	—
	n.m.
	

	Aggregate Average Daily Volume:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	CME
	7,490
	
	8,281
	(10)
	7,784
	7,019
	11
	
	

	
	CBOT
	3,915
	
	4,480
	(13)
	4,235
	4,480
	(5)
	

	
	NYMEX
	1,863
	
	—
	n.m.
	1,863
	—
	n.m.
	

	Electronic Volume:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	CME
	6,426
	
	6,301
	2
	
	6,503
	5,273
	23
	
	

	
	CBOT
	3,216
	
	3,579
	(10)
	3,409
	3,579
	(5)
	

	
	NYMEX
	1,054
	
	—
	n.m.
	1,054
	—
	n.m.
	

	
	Electronic Volume as a Percentage of Total Volume
	81%
	77%
	
	
	79%
	77%
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n.m. not meaningful

The addition of the NYMEX product lines was a major contributor to the overall trading volume increase during the third quarter and first nine months of 2008 when compared with the same periods in 2007. We also believe that a significant surge in overall market volatility caused by uncertainty surrounding the credit crisis contributed to the overall increase in volume, specifically within equity products. In this discussion of volume, NYMEX volume information for periods prior to August 23, 2008 is provided for comparative purposes only and does not correspond to revenue recognized by CME Group prior to that date. CBOT volume information for periods prior to July 13, 2007 is also provided for comparative purposes only.

Interest Rate Products

Overall interest rate product volume has declined during 2008 due primarily to the global credit crisis. We believe the credit crisis has distorted historical relationships between fixed income, money market and interest rate derivative securities.

Quarter to date, a decrease in CME Eurodollar options contributed to an overall decrease in CME interest rate volume. The average daily volume for CME Eurodollar options, which are primarily traded through open outcry, decreased by 54% to 0.8 million contracts per day in 2008 compared with the same period in 2007. CME Eurodollar futures contracts traded electronically decreased by 16% to 2.2 million contracts in 2008 compared with the same period in 2007. Extreme volatility and the decoupling of related markets have reduced certain customers’ ability to assume and maintain positions, which has resulted in a decrease in volume. We believe the increase in market volatility was generated from concerns regarding the credit crisis and uncertainty surrounding interest rate expectations.

Year to date, the average daily volume for CME Eurodollar options decreased by 26% to 1.0 million contracts in 2008 compared with the same period in 2007, which primarily contributed to the overall decrease in CME Eurodollar volume. The decrease was partially offset by a 10% increase in electronic CME Eurodollar futures to an average of 2.5 million contracts per day in 2008 compared with the same period in 2007.
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Volume for the 10-Year U.S. Treasury Note futures and options averaged 1.3 million and 1.7 million contracts per day during the third quarter of 2008 and 2007, respectively, and 1.5 million and 1.6 million contracts per day during the first nine months of 2008 and 2007. Average daily volume for the 5-Year U.S. Treasury Note futures and options was 0.8 million and 0.6 million contracts for the third quarter of 2008 and 2007, respectively, and 0.9 million and 0.6 million contracts for the first nine months of 2008 and 2007, respectively. We believe the decrease in volume for products on the long end of the yield curve relative to products on the short end of the yield curve is due to the credit crisis, which has resulted in debt holders shifting from holding long-term debt to short-term debt.

Equity Products

The equity markets have experienced significant volatility during the first nine months of 2008, which we believe is attributable primarily to concerns about the credit crisis. Average volatility, as measured by the CBOE Volatility Index, increased by 16% and 50% during the third quarter and first nine months of 2008, respectively, when compared with the same periods in 2007. We believe this increase in volatility is the primary reason for the growth in our equity trading volume during the third quarter and year to date periods of 2008 when compared with the same periods in 2007.

During the third quarter of 2008, average daily volume for our E-mini equity products increased by 19% to 3.4 million contracts when compared with the same period in 2007. Included in this growth was an increase in E-mini S&P 500 futures and options, which grew by 28% to an average of 2.7 million contracts per day when compared with the same period in 2007.

During the first nine months of 2008, volume for our E-mini equity products increased by 39% to an average of 3.2 million contracts per day when compared with the same period in 2007. This increase was primarily caused by an increase in average daily volume for E-mini S&P 500 futures and options, which rose 49% to 2.4 million contracts when compared with the same period in 2007.

Our license to list Russell-based contracts terminated in September 2008 when the last contracts expired. Average daily volume for the Russell-based contracts was 199,000 and 252,000 contracts per day in the third quarter and first nine months of 2008, respectively. Volume averaged 303,000 and 248,000 contracts per day in the third quarter and first nine months of 2007, respectively.

Foreign Exchange Products

Growth in trading volume of foreign exchange products during the third quarter and year to date, when compared with the same periods in 2007, was largely attributable to increased volatility of the U.S. dollar relative to other major currencies, particularly the euro and Japanese yen. The average daily volume for euro products increased by 45% to 261,000 contracts and 32% to 234,000 contracts during the third quarter and year to date periods of 2008, respectively. The Japanese yen products increased 13% to an average of 141,000 contracts per day during the first nine months of 2008. In contrast, the average daily volume for Japanese yen products decreased by 13% to 140,000 contracts in the third quarter of 2008 when compared with the same period in 2007. We believe the decline in the third quarter trading volume was due to a wider spread between the cash and futures markets for Japanese yen products as a result of increased volatility. In the third quarter and year to date 2008, electronically-traded contracts accounted for 96% and 95% compared with 94% and 92% in the same periods in 2007, respectively.

Commodity and Alternative Investment Products

The addition of NYMEX products to our existing product lines was the primary driver for the increase in overall commodities trading volume during the third quarter and first nine months of 2008 when compared with the same periods in 2007. NYMEX products consist mostly of energy futures and options as well as futures and options on precious and base metals. Average trading volume for NYMEX products increased 24% to 1.8 million contracts per day for the first nine months of 2008 when compared with the same period in 2007. In the third quarter, average trading volume for NYMEX products increased 23% to 1.8 million contracts per day when compared with the same period in 2007. Electronic trading of NYMEX products increased by 21% and 36% to an average of 831,000 and 837,000 contracts per day during the third quarter and year-to-date periods of 2008, respectively. The average daily volume for over-the-counter cleared products increased by 40% and 35% to 492,000 and 461,000 in the third quarter and first nine months of 2008, respectively.

In addition, average daily trading volume for CBOT corn and soybean products increased during the third quarter and year to date periods of 2008 when compared with the same periods in 2007. During the third quarter and year to date periods of 2008, volume for corn products increased by 33% and 16% to an average of 309,000 contracts and 338,000 contracts per day, respectively, when compared with the same periods in 2007. Average daily volume for soybean products grew by 6% and 27% to 166,000 contracts and 191,000 contracts per day during the third quarter and first nine months of 2008, respectively. We believe that the increases in volume are due primarily to changes in global supply and demand resulting in increased volatility as well as increased use of commodities as an asset class.

Increases in commodities volumes were partially offset by the impact of the sale of the CBOT metals trading products to NYSE Euronext. The sale of the CBOT metals trading products, including open interest, was completed on September 5, 2008. Year-to-date average volume for these metals products was 31,000 contracts per day through the date of the sale.
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Average Rate Per Contract

An increase in the average rate per contract during the third quarter and year to date also contributed to the overall increase in revenue. All amounts in the following table exclude TRAKRS, Swapstream and auction-traded products.

	
	Quarter Ended September 30,
	Change
	
	Nine Months Ended September 30,
	
	Change
	

	
	
	2008
	
	
	2007
	
	
	
	
	2008
	
	
	2007
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total volume (in millions)
	
	778.3
	
	
	768.1
	
	1%
	
	
	2,320.0
	
	
	1,573.0
	47%
	

	Clearing and transaction fees (in millions)
	$
	558.6
	$
	478.0
	17
	$
	1,541.9
	$
	988.3
	56
	

	Average rate per contract
	$
	0.718
	$
	0.622
	15
	$
	0.665
	$
	0.628
	6
	



During the third quarter of 2008, the average rate per contract increased when compared with the same period in 2007 due to the following:

· Measured as a percentage of total volume, trading shifted from CME interest rate products to CME equity products, which have a higher rate per contract, resulting in an increase in the overall rate per contract. As a percentage of total volume, CME equity products trading volume increased by 11% in the third quarter, while CME interest rate products trading volume decreased by 13% when compared with the same period in 2007.

· The addition of the NYMEX products to our existing product lines resulted in an increase in the overall rate per contract as the NYMEX average rate per contract was $1.596 for the period August 23 through September 30, 2008.

· Trading by members and special programs participants decreased to 85% compared with 86% in the same period of 2007, which contributed to an increase in the overall average rate per contract for the third quarter of 2008.

The increase in average rate per contract during the third quarter was partially offset by a decrease in the average rate per contract for the E-mini S&P 500 futures and options due to incremental volume reaching the CME Globex fee cap.

The increase in the average rate per contract during the first nine months of 2008 when compared with the same period in 2007 was attributable to the following:

· CME equity products volume as a percentage of total volume increase by 8% while CME interest rate volume decreased by 8% when compared with the same period of 2007.

· The impact of the average rate per contract for the CBOT products subsequent to the merger in July 2007 resulted in an increase in the overall average rate per contract. The average rate per contract for the CBOT products for the first nine months of 2008 was $0.697.

· The increase was partially attributable to the impact of the average rate per contract for the NYMEX products subsequent to the merger.

During the first nine months of 2008, the increase in the average rate per contract was partially offset by a decrease in the average rate per contract for the E-mini S&P 500 futures and options because incremental volume met the CME Globex fee cap. Additionally, trades executed by members and special program customers, as a percentage of total trading volume, increased to 86% compared with 85% in the same period of 2007, which also contributed to a decrease the overall average rate per contract.

Concentration of Revenue

We bill a substantial portion of our clearing and transaction fees to our clearing firms. The majority of clearing and transaction fees received from clearing firms represent charges for trades executed on behalf of their customers. We currently have approximately 130 clearing firms. No single firm represented more than 10% of our clearing and transaction fees revenue for the first nine months of 2008. Should a clearing firm discontinue operations, we believe the customer portion of the firm’s trading activity would likely transfer to another clearing firm of the exchange. Therefore, we do not believe a concentration would expose us to significant risk from the loss of revenue earned from a particular firm.
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Quotation Data Fees. The increase in quotation data fees is attributable primarily to the addition of fees generated by CBOT and NYMEX existing customers for basic services as well as an increase in the monthly fee for basic services. The monthly fee for CME and CBOT basic services increased to $55 for each market data screen, or device, in 2008 from $50 per device in 2007. For 2008, the monthly fee for NYMEX basic services is $55 for each market data screen, or device.

	
	
	Quarter Ended September 30,
	
	Change
	
	
	Nine Months Ended September 30,
	
	
	Change
	

	
	
	2008
	
	
	2007
	
	
	
	
	2008
	
	
	
	2007
	
	
	
	

	CME and CBOT:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Average estimated monthly basic device screen count
	
	293,000
	
	284,000
	
	
	9,000
	
	
	297,000
	
	
	193,000
	
	
	104,000
	
	

	Basic device monthly fee per device
	$
	55
	$
	50
	$
	5
	$
	55
	$
	50
	$
	5
	
	

	Estimated increase in revenue (in millions):
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Due to an increase in screen counts
	
	
	
	
	
	$
	1.4
	
	
	
	
	
	
	
	$
	46.9
	
	

	Due to an increase in the monthly fee per device
	
	
	
	
	
	
	
	4.4
	
	
	
	
	
	
	
	
	
	13.4
	
	

	Data feed surcharges
	
	
	
	
	
	
	
	3.4
	
	
	
	
	
	
	
	
	
	9.0
	
	

	CME and CBOT
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	9.2
	
	
	
	
	
	
	
	
	
	69.3
	

	NYMEX services
	
	
	
	
	
	
	
	11.9
	
	
	
	
	
	
	
	
	
	11.9
	
	

	CMA services
	
	
	
	
	
	
	
	3.5
	
	
	
	
	
	
	
	
	
	6.9
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	$
	24.6
	
	
	
	
	
	
	
	$
	88.1
	
	



Revenue for CMA includes fees for services provided to CMA customers from March 24 through September 30, 2008. Revenue for NYMEX includes fees for services provided to NYMEX customers from August 23 through September 30, 2008. In the third quarter of 2008, we also recognized revenue of $4.4 million related to audits of customer-reported device counts. This represents revenue that would have otherwise been recognized in prior periods.

The two largest resellers of our market data generated approximately 55% of our quotation data fees revenue in the first nine months of 2008. However, we consider exposure to significant risk of revenue loss to be minimal despite this concentration. In the event one of these vendors no longer subscribes to our market data, we believe the majority of that vendor’s customers would likely subscribe to our market data through another reseller.

Processing Services. Our mergers with CBOT Holdings and NYMEX Holdings resulted in the elimination of fees collected under our prior services agreements with these companies. In the third quarter, fees generated from our trade matching agreement with NYMEX Holdings decreased by $4.0 million when compared with the same period of 2007 due to our merger on August 22, 2008. Our clearing agreement with CBOT Holdings, which terminated on July 12, 2007, generated $2.8 million and $48.2 million in the third quarter and first nine months of 2007, respectively.

Year to date, the effect of terminating these agreements was partially offset by an increase in NYMEX volume for the period prior to our merger when compared with the first nine months of 2007. The average daily volume of NYMEX products available on the CME Globex platform increased by 41% to 1.0 million contracts for the period ended August 22, 2008 resulting in incremental revenue of $4.9 million when compared with the first nine months of 2007.

In addition, during the third quarter of 2008, we agreed to terminate the operations of FXMS, our joint venture with Reuters. As a result, we recognized incremental revenue of $6.6 million for upfront fees paid by FXMS for clearing and trade matching services which would have been provided by CME through January 2012.

On September 30, 2008, we began providing order routing services for BM&F derivatives products on the CME Globex platform. Beginning in the fourth quarter of 2008, BM&F customers will have the ability to trade CME Group products through their BM&F connections.

Access and Communication Fees. Year to date, the increase in revenue for 2008 when compared with the same period in 2007 was attributable primarily to telecommunication services provided to CBOT customers subsequent to our merger with CBOT Holdings. The ongoing upgrade of customer bandwidth connections and expansion of our co-location program also contributed to the increase in revenues. Incremental revenues resulting from our merger with NYMEX Holdings were not material during the third quarter of 2008.

Other Revenues. The increase in revenues was attributable primarily to the rental income and related revenues generated from building operations acquired as a result of our merger with CBOT Holdings, which contributed $1.6 million and $14.8 million in the third quarter and first nine months of 2008, respectively, when compared with the same periods in 2007. In addition, the Interest Earning Facility programs generated incremental fees of $1.0 million and $3.5 million during the third quarter and first nine months of 2008, respectively, due to an increase in the average funds invested by our clearing firm members in these programs. Incremental revenues resulting from the merger of NYMEX Holdings’ operations totaled $1.4 million for the period August 23 through September 30, 2008 and consisted largely of rental income from building operations. Due to the termination of FXMS operations in the third quarter of 2008, we recognized $1.2 million of additional revenue for upfront fees received from FXMS for billing and regulatory services.
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Operating Expenses

	(dollars in millions)
	
	Quarter Ended September 30,
	
	Change
	
	Nine Months Ended September 30,
	
	Change
	

	
	
	2008
	
	
	2007
	
	
	
	
	2008
	
	
	2007
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Compensation and benefits
	$
	84.6
	$
	78.5
	8%
	$
	231.4
	$
	191.6
	21%
	

	
	Communications
	
	11.5
	
	
	12.0
	(5)
	
	
	39.1
	
	30.0
	31
	

	
	Technology support services
	
	11.9
	
	
	15.7
	(24)
	
	
	47.0
	
	33.3
	41
	

	
	Professional fees and outside services
	
	17.0
	
	
	15.0
	13
	
	
	
	47.8
	
	36.3
	32
	

	
	Amortization of purchased intangibles
	
	29.0
	
	
	16.0
	82
	
	
	
	63.2
	
	16.6
	
	n.m.
	

	
	Depreciation and amortization
	
	34.1
	
	
	32.9
	4
	
	
	
	102.9
	
	72.7
	42
	

	
	Occupancy and building operations
	
	19.0
	
	
	14.6
	29
	
	
	
	52.9
	
	32.8
	61
	

	
	Licensing and other fee agreements
	
	19.3
	
	
	11.5
	68
	
	
	
	44.8
	
	25.3
	77
	

	
	Restructuring
	
	—
	
	
	4.5
	(99)
	
	
	2.1
	
	4.5
	(54)
	

	
	Other
	
	33.8
	
	
	19.1
	77
	
	
	
	73.7
	
	
	44.9
	64
	

	
	Total Expenses
	$
	260.2
	$
	219.8
	18
	
	$
	704.9
	$
	488.0
	44
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



n.m. not meaningful

Compensation and Benefits. The net increase in expense for the third quarter and year-to-date periods of 2008, when compared with the same periods in 2007, consisted primarily of the following:

	(in millions)
	
	
	Estimated Increase (Decrease)
	
	
	

	
	
	Quarter to Date
	Year to Date
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	Average headcount
	$
	6.7
	$
	35.1
	
	

	
	Stock-based compensation
	
	
	6.8
	
	10.1
	
	

	
	Change in average salaries, benefits and employer taxes
	
	
	2.8
	
	4.5
	
	

	
	Employee separation costs
	
	
	1.2
	
	0.9
	
	

	
	Bonus
	
	
	(7.9)
	
	(5.4)
	

	
	Non-qualified deferred compensation plan
	
	
	(3.7)
	
	(6.8)
	



· Average headcount increased by 12%, or about 220 employees, in the third quarter and 24%, or about 390 employees, in the first nine months of 2008 compared with the same periods in 2007. These increases were attributable primarily to the addition of approximately 690 employees as part of our merger with CBOT Holdings in July 2007 and the addition of approximately 400 employees as part of our merger with NYMEX Holdings in August 2008. These increases were offset by the effect of our ongoing workforce reduction plan which has eliminated approximately 370 positions since August 2007. As of September 30, 2008 and 2007, we had approximately 2,340 and 1,990 employees, respectively.

· The increase in stock-based compensation expense is attributable primarily to the accelerated vesting of stock options previously granted to NYMEX Holdings’ employees which resulted in $5.8 million of expense in the third quarter. Year to date, stock-based compensation also increased due to recognition of the full impact in 2008 of the expense related to the June 2007 grant as well as expense for a discretionary stock option grant in September 2007 and unvested stock options previously granted to CBOT Holdings’ employees.

· The increase in average salaries, benefits and employer taxes is primarily attributable to salary increases and rising healthcare costs for both the third quarter and year-to-date periods.

· The increase in employee separation costs is related to our recent merger with NYMEX Holdings. We intend to finalize and initiate our staffing and restructuring plan in the fourth quarter of 2008. Employee separation costs incurred as part of our restructuring plan will be recognized as restructuring expense beginning in the fourth quarter of 2008.

· Bonus expense decreased due primarily to a decline in performance relative to the 2008 cash earnings target when compared with performance relative to cash earnings for the same periods in 2007.

· For the quarter and year-to-date periods, increases were also partially offset by a reduction in our non-qualified deferred compensation plan liability, the impact of which is included in compensation and benefits expense but does not affect net income because of an equal and offsetting change in investment income.

Communications. The increase in year-to-date expense was primarily the result of costs incurred to support our metals products on e-CBOT and to provide ongoing customer connectivity. From July 2007 through May 2008, we maintained customer connectivity for two trading floors in Chicago. The addition of NYMEX trading operations did not have a material impact on expense in the third quarter. We do expect a reduction in communications expense relative to the current period now that the sale of the CBOT metals trading products has been completed.
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Technology Support Services. Quarter to date, expense decreased due primarily to the termination of an agreement for the maintenance and use of the e-CBOT electronic trading platform. During the third quarter of 2007, we recognized incremental expense of $4.7 million related to the support of this platform. The agreement, which was assumed in the merger of CBOT Holdings in July 2007, was terminated as of July 2008. This decrease was partially offset by the inclusion of NYMEX operations beginning on August 23, 2008 which resulted in incremental expense of $0.5 million.

Year-to-date expense increased due primarily to the maintenance and support of the e-CBOT electronic trading platform. Maintenance of this platform contributed incremental expense of $10.0 million in 2008 when compared with the same period in 2007. Additionally, ongoing maintenance due to system expansion and network performance enhancements contributed to the increase in year-to-date expense.

Professional Fees and Outside Services. Technology-related and other professional fees, net of amounts capitalized for internally developed software, increased by $2.3 million and $7.4 million for the third quarter and first nine months of 2008, respectively, compared with the same periods in 2007. Additionally, temporary staffing and consulting services increased by $1.1 million and $3.3 million for the third quarter and year-to-date periods, respectively. These increases were due primarily to infrastructure, production support and strategic initiatives. Quarter-to-date, legal fees decreased by $1.5 million due primarily to the reimbursement of previously paid litigation costs which partially offset the aforementioned increases.

Amortization of Purchased Intangibles. The increase in expense is due primarily to intangible assets obtained in our mergers with CBOT Holdings and NYMEX Holdings. Amortization of intangible assets from our merger with CBOT Holdings, which was completed in July 2007, resulted in incremental expense of $1.0 million and $31.7 million for the third quarter and year-to-date periods in 2008, respectively, when compared with the same periods in 2007. Amortization of intangible assets from our merger with NYMEX Holdings, which was completed in August 2008, resulted in expense of $8.0 million year to date. Based on our preliminary purchase price allocation, the estimated future amortization expense for intangible assets acquired in our merger with NYMEX Holdings is as follows:

	(in millions)
	
	

	
	
	
	
	

	
	Remainder of 2008
	$   18.5
	

	
	2009
	
	56.9
	

	
	2010
	
	54.1
	

	
	2011
	
	54.1
	

	
	2012
	
	51.9
	

	
	2013
	
	48.4
	

	
	Thereafter
	1,130.8
	



In addition, during the third quarter of 2008 we recorded incremental expense of $3.2 million related to the impairment of Swapstream’s intangible assets.

Depreciation and Amortization. The increase is due primarily to additional assets obtained in our merger with CBOT Holdings which was completed in July 2007. Depreciation and amortization expense related to the assets acquired in this merger was approximately $5.2 million and $17.1 million during the third quarter and year-to-date periods of 2008, respectively. In addition, we have shortened the useful lives of various technology-related and trading floor assets due to consolidation of electronic trading systems and trading floor operations as a result of our merger with CBOT Holdings. This resulted in incremental expense of $0.5 million and $9.2 million in the third quarter and first nine months of 2008, respectively, when compared with the same periods in 2007. Property acquired in our recent merger with NYMEX Holdings contributed incremental expense of $1.6 million in the period subsequent to the merger. We are still finalizing our integration plans related to the NYMEX Holdings merger. It is possible that our plans will result in the acceleration of depreciation for certain assets in future quarters.

Property additions are summarized below. Technology-related assets include purchases of computers and related equipment, software, the cost of developing internal use software and the build-out of our data centers. Total property additions increased in 2008 due to spending for the development of our new data center and the development of our Chicago office space.

	(dollars in millions)
	
	Quarter Ended September 30,
	Change
	
	
	Nine Months Ended September 30,
	Change
	

	
	
	2008
	
	
	2007
	
	
	
	
	2008
	
	
	2007
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total property additions, including landlord-funded
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	leasehold improvements
	$
	42.2
	
	$
	39.9
	6%
	$
	119.5
	$
	90.0
	33%
	

	
	Technology-related assets as a percentage of total
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	property additions
	
	78%
	
	84%
	
	
	
	
	78%
	
	83%
	
	
	



Occupancy and Building Operations. During August 2008, we acquired additional commercial real estate as part of our merger with NYMEX Holdings. Utilities, maintenance, rent and real estate tax expense for these properties contributed incremental expense of $2.2 million year to date.
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We also incurred incremental expense of $0.5 million and $11.5 million for the third quarter and first nine months of 2008, respectively, compared with the same periods in 2007 relating primarily to utilities, maintenance and real estate tax expense for the properties acquired in our merger with CBOT Holdings. Additionally, there was an increase of $1.5 million and $6.4 million for the third quarter and year to date, respectively, for rent, real estate taxes and utilities expense at our other locations.

Licensing and Other Fee Agreements. Higher average daily trading volume for CME equity licensed products, particularly E-mini S&P and E-mini NASDAQ 100 products, resulted in additional expense of $3.0 million and $9.3 million for the third quarter and year-to-date periods, respectively, when compared with the same periods in 2007.

Incremental expenses of $0.9 million and $5.5 million for licensing fees on CBOT’s DOW-licensed products contributed to the increase in this expense for the third quarter and first nine months of 2008, respectively. The addition of royalty fees and broker rebates on NYMEX products contributed incremental expense of $4.6 million year to date.

Restructuring. This expense consists primarily of transitional employees’ severance, retention bonuses and associated payroll taxes as well as outplacement costs and post-employment healthcare subsidies resulting from our merger with CBOT Holdings in July 2007. This restructuring plan was substantially complete by July 2008.

Other Expenses. Quarter to date, expenses increased when compared with the same periods in 2007 due primarily to a $10.9 million goodwill impairment charge related to our Swapstream operations, incremental spending of $5.7 million for advertising and special events, and a $2.8 million loss on the sale of our metals trading products. These increases were partially offset by a reduction in litigation costs. In the third quarter of 2007, we recognized $6.3 million of costs to settle a class action complaint related to our merger with CBOT Holdings.

In addition to the impacts described above, the increase in year-to-date expense also reflects $4.3 million in incremental travel related to strategic initiatives, the write-off of $3.7 million of in-process research and development acquired in our purchase of CMA as well as $1.7 million in incremental marketing and public relations costs for specific product promotions and rebranding incurred in the first half of 2008. A higher level of general and administrative expenses resulting from our combined operations also contributed to the increase in expense for the third quarter and year-to-date periods.

Non-Operating Income and Expense

	(dollars in millions)
	
	Quarter Ended September 30,
	Change
	
	
	Nine Months Ended September 30,
	Change
	

	
	
	2008
	
	
	2007
	
	
	
	
	2008
	
	
	2007
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Investment income
	$
	18.0
	
	$
	21.0
	(14)%
	$
	41.4
	
	$
	57.7
	
	(28)%
	

	
	Gains (losses) on derivative investments
	
	7.5
	
	
	0.1
	n.m.
	
	
	(7.8)
	
	0.1
	
	n.m.
	

	
	Securities lending interest income
	
	8.5
	
	
	23.1
	(63)
	
	
	32.1
	
	
	91.6
	
	(65)
	

	
	Securities lending interest and other costs
	
	(28.9)
	
	(21.7)
	33
	
	
	
	(48.2)
	
	(88.8)
	(46)
	

	
	Interest and other borrowing costs
	
	(17.9)
	
	(1.4)
	n.m.
	
	
	(21.6)
	
	(1.5)
	n.m.
	

	
	Guarantee of exercise right privileges
	
	8.0
	
	
	(28.5)
	(128)
	
	
	12.8
	
	
	(28.5)
	(145)
	

	
	Equity in losses of unconsolidated subsidiaries
	
	(20.1)
	
	(3.7)
	n.m.
	
	
	(27.9)
	
	(10.1)
	(178)
	

	
	Other income (expense)
	
	0.1
	
	
	—
	
	n.m.
	
	
	(8.4)
	
	—
	n.m.
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total Non-Operating
	$
	(24.8)
	$
	(11.1)
	124
	
	$
	(27.6)
	$
	20.5
	
	(234)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



n.m. not meaningful

Investment Income. During the third quarter and first nine months of 2008, investment income decreased due largely to the decline in market interest rates resulting from rate reductions by the Federal Open Market Committee during 2008. Annualized average rates of return and average investment balances indicated in the table below include short-term investments classified as cash and cash equivalents, marketable securities and a portion of the clearing firms’ cash performance bonds and security deposits, but exclude the impact of insurance contracts and marketable securities that are related to our non-qualified deferred compensation plans. We exclude the impact of these marketable securities from this analysis because gains and losses from these securities are offset by an equal amount of compensation and benefits expense. In addition, the analysis presented in the table below does not include investments acquired in our merger with NYMEX Holdings. Incremental income from NYMEX Holdings’ investments was $0.8 million for the period subsequent to the merger.

	(dollars in millions)
	Quarter Ended September 30,
	Change
	Nine Months Ended September 30,
	Change
	

	
	
	2008
	
	
	2007
	
	
	
	2008
	
	
	
	2007
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Annualized average rate of return
	
	2.69%
	
	4.68%
	
	(1.99)%
	
	2.86%
	
	
	4.55%
	(1.69)%
	

	
	Average investment balance
	$
	1,600.0
	$
	1,691.7
	
	$
	(91.7)
	$
	1,597.6
	
	$
	1,617.5
	$ (19.9)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Decrease in income due to rate
	
	
	
	
	
	
	$
	(8.0)
	
	
	
	
	
	
	
	$ (20.2)
	

	
	Decrease in income due to balance
	
	
	
	
	
	
	
	(1.1)
	
	
	
	
	
	
	
	(0.6)
	

	
	
	
	
	32
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Additionally, we experienced a $3.7 million and $6.8 million decrease in income on marketable securities associated with our non-qualified deferred compensation plan in the third quarter and first nine months of 2008, respectively, when compared with the same periods in 2007. Decreases in investment income were offset by $8.9 million and $10.3 million of dividend income on our investment in BM&F stock in the third quarter and first nine months of 2008, respectively.

Gains (Losses) on Derivative Investments. The net loss on derivative contracts is due primarily to the change in fair value of the put option contract purchased to hedge our risk of changes in the fair value of BM&F stock resulting from foreign currency exchange rate fluctuations between the U.S. dollar and the Brazilian real. The change in fair value resulted in a gain of $9.4 million in the third quarter and a loss of $5.9 million for the first nine months of 2008. Lehman Brothers Special Financing Inc. (LBSF) was the sole counterparty to this option contract. On September 15, 2008, Lehman Brothers Holdings Inc. (Lehman) filed for protection under Chapter 11 of the United States Bankruptcy Code. The bankruptcy filing of Lehman was an event of default that gave us the right to immediately terminate the put option agreement with LBSF. Under the terms of our agreement, the fair value of the put option was not required to be fully collateralized. Upon termination, we recognized a loss of $2.0 million due to the shortfall in collateralization. We intend to file a proof of claim with the bankruptcy court.

In addition, during the third quarter, we entered into two interest rate swaps to hedge our risk of changes in interest payments on floating rate debt due to changes in the underlying benchmark rate. These hedges are expected to be highly effective. To the extent that there is ineffectiveness, it will be recorded as a gain or loss on derivative investments during the period incurred. The impact of recognizing ineffectiveness was not material in the third quarter.

In October 2008, we entered into an additional interest rate swap to hedge our risk of changes in interest payments on floating rate debt due to changes in the underlying benchmark rate. This hedge is also expected to be highly effective. Any ineffectiveness will be recorded as a gain or loss on derivative investments during the period incurred.

Securities Lending Income and Expense. We temporarily suspended our securities lending program from March 2008 until July 2008 due to high volatility in the credit markets and extreme demand for U.S. Treasury securities. The program’s suspension resulted in a decline in the average daily balance of funds invested in the first nine months of 2008 when compared with the same period in 2007. We experienced an increase in the spread between the average rate earned and the average rate paid during 2008 due to the combination of a significant increase in demand for our available securities, which affects the rate paid, and a lag effect from changing interest rates on the reinvested cash in money market funds, which affects the rate earned. The decrease in overall revenue and expense is attributable to the decline in average funds invested as well as the Federal Open Market Committee’s interest rate reductions.

	(dollars in billions)
	
	Quarter Ended September 30,
	
	Change
	
	Nine Months Ended September 30,
	Change
	

	
	
	2008
	
	
	
	2007
	
	
	
	
	2008
	
	
	
	2007
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Average daily balance of funds invested
	$
	1.2
	$
	1.7
	$ (0.5)
	$
	1.2
	
	$
	2.3
	$ (1.1)
	

	Annualized average rate earned
	
	2.48%
	
	
	5.38%
	(2.90)%
	
	3.46%
	
	
	5.38%
	(1.92)%
	

	
	Annualized average rate paid
	
	2.10
	
	
	
	5.05
	
	
	(2.95)
	
	2.85
	
	
	
	5.22
	(2.37)
	

	Net earned from securities lending
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	0.38%
	
	
	0.33%
	0.05%
	
	0.61%
	
	
	0.16%
	0.45%
	



The analysis presented in the table above does not reflect an impairment loss of $6.0 million recognized in the third quarter of 2008. The loss was related to a money market mutual fund with investments in short-term corporate debt securities which are currently in default.

In addition, the analysis above does not include securities lending activity attributable to NYMEX. Securities lending interest income, net of interest expense and bank fees, from NYMEX ongoing securities lending activities was $0.2 million for the period subsequent to the merger. We also recognized an impairment loss of $15.7 million on a corporate debt security held in the NYMEX securities lending portfolio.

Interest and Other Borrowing Costs. Interest and other borrowing costs increased due largely to higher average debt levels. During the third quarter of 2008, we issued short-term and long-term debt in conjunction with the NYMEX Holdings merger. Borrowings consist primarily of commercial paper and longer-termed floating and fixed rate notes. Weighted average borrowings outstanding during the third quarter of 2008 were $1.5 billion. The weighted average rate and weighted average effective yield, including debt issuance costs and accretion of debt discount, was 3.97% and 4.74%, respectively. The weighted average balance of commercial paper outstanding during the third quarter of 2007 was $89.7 million.

Guarantee of Exercise Right Privileges. Under the terms of our merger with CBOT Holdings, holders that did not elect to sell their exercise right privileges (ERPs) to us were entitled to a minimum guaranteed payment of up to $250,000 upon resolution of the lawsuit between CBOT and CBOE. The maximum potential aggregate payment under the guarantee is $293.0 million. Our liability under the guarantee, which is recorded at fair value in other liabilities in our consolidated balance sheets, was estimated as $1.2 million and $14.0 million at September 30, 2008 and December 31, 2007, respectively. The decrease was due to a reassessment of the possible outcomes of the litigation. We will continue to adjust the fair value of the guarantee on a quarterly basis until the lawsuit is resolved.
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Equity in Losses of Unconsolidated Subsidiaries. The increase in losses resulted primarily from the impairment of our investment in FXMS. During the third quarter, it was decided that FXMS should terminate its operations. As a result, we have recognized $15.9 million of impairment for the full amount of our existing investment in FXMS and our portion of the remaining capital needed to wind down operations.

Other Non-operating Expense. The year-to-date increase is attributable primarily to transfer and other transaction fees related to our acquisition of an equity stake in BM&F in the first quarter of 2008.

Income Tax Provision

The effective tax rate increased to 42.5% for the first nine months of 2008 from 39.7% in the same period of 2007. This increase was driven primarily by an increase in our state and local tax rate due to our merger with NYMEX Holdings, including a charge of $48.3 million to record the impact of our new combined state and local tax rate on our existing net deferred tax liability. Year to date, this increase in our net deferred tax liability was partially offset by the first quarter benefit from the Illinois tax law change that resulted in a $38.6 million reduction in the net deferred tax liability. In addition, our 2008 effective tax rate is unfavorably impacted by an increase in our accrual for uncertain tax positions related to state and local tax exposures, a reduced benefit as compared with the prior year related to our tax-advantaged securities and the non-deductibility of the Swapstream impairment recorded in the third quarter of 2008.

Liquidity and Capital Resources

Sources and Uses of Cash. Net cash provided by operating activities was $862.7 million for the first nine months of 2008 compared with $571.6 million for the same period of 2007. For the nine months of 2008, net cash provided by operating activities was $209.3 million higher than net income. This increase consisted primarily of $102.9 million of depreciation and amortization, $63.2 million of amortization of purchased intangibles and a $60.2 million decrease in other current assets, offset by a $91.3 million decrease in other current liabilities and a $32.2 million increase in deferred tax liabilities.

Cash used in investing activities was $3.4 billion in the first nine months of 2008 compared with $15.5 million in the same period of 2007. The increase in cash used when compared with the first nine months of 2007 is due primarily to cash paid to shareholders in our merger with NYMEX Holdings of $2.8 billion, net of cash received and a payment of $612.0 million for the purchase of certain NYMEX membership rights in conjunction with the merger.

Cash provided by financing activities was $2.3 billion in the first nine months of 2008 compared with cash used of $848.5 million for the first nine months of 2007. The increase in cash provided relative to the prior year was due primarily to proceeds from debt issuances net of maturities of $1.6 billion and an increase in proceeds from our commercial paper program net of maturities of $870.6 million. The increase in debt issuance during 2008 is primarily attributable to the merger with NYMEX Holdings.

Debt Instruments. On August 12, 2008, CME Group completed a public debt offering of $1.3 billion, including $250.0 million of floating rate notes due in 2009, $300.0 million of floating rate notes due in 2010 and $750.0 million 5.40% fixed rate note due in 2013. The floating rate notes due in 2009 and 2010 accrue interest at LIBOR plus 0.20% and LIBOR plus 0.65%, respectively. The proceeds from the debt issuance were used to finance the merger with NYMEX Holdings.

On August 22, 2008, we entered into a $1.4 billion senior credit facility with various financial institutions, which includes a term loan of $420.5 million and a revolving credit facility of $995.5 million. We have the option to increase the revolving credit facility to $1.1 billion. Proceeds from the senior credit facility were used to finance the merger with NYMEX Holdings, to pay fees and expenses in connection with the refinancing of existing debt of NYMEX Holdings, to finance dividends and stock repurchases, as well as to support issuances of commercial paper.

In addition, we entered into a $1.3 billion 364-day revolving bridge facility with various financial institutions on August 22, 2008. The proceeds from the loan were used to finance costs associated with the merger. This facility can also serve as a back-up facility for commercial paper and can be used to finance dividends and stock repurchases. We borrowed $187.0 million against the revolving loan facility during the quarter and repaid the outstanding debt by the end of the quarter.

We maintain a 364-day revolving line of credit with a consortium of banks to be used in certain situations by our clearinghouse. The line of credit, which was renewed on October 10, 2008, provides for borrowings of up to $600.0 million. It continues to be collateralized by clearing firm security deposits held by us in the form of U.S. Treasury or agency securities, as well as security deposit funds in the Interest Earning Facilities and any performance bond deposits of a clearing firm that has defaulted on its obligation. The line of credit can only be drawn on to the extent it is collateralized. At September 30, 2008, security deposit collateral available was $2.3 billion. We have the ability to authorize an increase in the line from $600.0 million to $1.0 billion.

34

[image: ]
Table of Contents

As of September 30, 2008, we maintained an AA long-term credit rating and an A-1+ short-term credit rating with Standard & Poor’s. The outlook for our ratings is considered stable by Standard & Poor’s. If our ratings are downgraded due to a change in control, we are required to make an offer to repurchase our fixed and floating rate notes at a price equal to 101% of the principal amount, plus accrued and unpaid interest. In addition, our senior credit facility, revolving bridge facility and revolving line of credit also require that we maintain a specified minimum net worth. As of September 30, 2008, we are in compliance with the various covenant requirements of all our debt facilities.

To satisfy our performance bond obligation with Singapore Exchange Limited, we pledge CME-owned U.S. Treasury securities in lieu of, or in combination with, irrevocable letters of credit. At September 30, 2008, the letters of credit totaled $34.0 million. In addition, we had pledged securities with a fair value of $83.9 million at September 30, 2008.

CME also guarantees a $5.0 million standby letter of credit for GFX Corporation (GFX). The beneficiary of the letter of credit is the clearing firm that is used by GFX to execute and maintain its futures position. The letter of credit will be utilized in the event GFX defaults in meeting performance bond requirements to its clearing firm.

Liquidity and Cash Management. Cash and cash equivalents totaled $582.4 million at September 30, 2008 and $845.3 million at December 31, 2007. The balance retained in cash and cash equivalents is a function of anticipated or possible short-term cash needs, prevailing interest rates, our investment policy and alternative investment choices. In June 2008, we approved a repurchase of up to $1.1 billion of CME Group Class A common stock. We also declared a special dividend of $5.00 per common share, following our merger with NYMEX Holdings, which was paid on October 10, 2008. Due to declines in returns on our pension plan assets during 2008, our contribution to the CME and CBOT combined pension plan at the end of 2008 is expected to be between $20.0 million and $25.0 million. Lastly, our guarantee of the CBOE ERPs may result in a maximum payment of up to $293.0 million.

On November 5, 2008, CME Group’s board of directors declared a regular quarterly dividend of $1.15 per share payable on December 26, 2008 to shareholders of record as of December 10, 2008.

During the nine months ended September 30, 2008, cash performance bonds and security deposits increased from $833.0 million to $7.5 billion, an increase of $6.7 billion. The increase is due primarily to margin increases, clearing firms’ general liquidity demands and the merger with NYMEX Holdings. Upon merging with NYMEX Holdings, we acquired NYMEX’s existing deposits of $52.8 million.

Net current deferred tax assets of $31.3 million and $18.4 million are included in other current assets at September 30, 2008 and December 31, 2007, respectively.

Net current deferred tax assets result primarily from accrued expenses and stock-based compensation.

Net long-term deferred tax liabilities were $8.1 billion and $3.8 billion at September 30, 2008 and December 31, 2007, respectively. Net deferred tax liabilities are primarily the result of purchase accounting for intangible assets in our mergers with CBOT Holdings and NYMEX Holdings.

Net long-term deferred tax liabilities also include a $18.6 million deferred tax asset for acquired and accumulated net operating losses related to Swapstream. Since Swapstream has not yet developed a pattern of operating income, our assessment at September 30, 2008 is that we do not believe that we currently meet the more-likely-than-not threshold that would allow us to realize the value of acquired and accumulated foreign net operating losses in the future. As a result, the $18.6 million deferred tax benefit arising from these net operating losses has been fully reserved.

Until we began our commercial paper program in mid-2007, we historically met our funding requirements from operations. If operations do not provide sufficient funds to meet capital expenditure requirements, cash and cash equivalents or marketable securities can be reduced to provide the needed funds; assets can be acquired through capital leases, or we can issue debt. In addition, we believe we can fund any pending and potential future acquisitions with a combination of cash on hand, debt financing or the issuance of equity securities.

In general, the company uses quoted prices in active markets for identical assets to determine fair market value of the investments within marketable securities, securities lending collateral and other equity investments. The Level 1 investments include U.S. Treasury securities, exchange traded mutual funds, repurchase agreements and publicly traded equity securities. If quoted prices are not available to determine fair value, the company uses other inputs that are observable either directly or indirectly. Investments included in Level 2 consist primarily of U.S. government agency securities, municipal bonds, asset-backed securities and certain corporate bonds. Level 3 assets include certain corporate bonds and asset-backed securities as well as mutual funds. These assets have been valued using valuation models with inputs that are both observable and unobservable. The unobservable inputs used in these models are significant to the fair value of the investments and require management’s judgment.

The company determined the fair value of the derivative contracts using standard valuation models that are based on market-based observable inputs including forward and spot exchange rates and interest rate curves. Level 2 derivative assets include interest rate swaps and forward foreign exchange contracts.

The fair value of the liability for the guarantee of ERPs is derived using probability-weighted Black-Scholes option values for various scenarios. The liability is included in Level 3 because management uses significant unobservable inputs including probability, expected return and volatility factors to determine the fair value.

Financial assets and liabilities recorded in the consolidated balance sheet as of September 30, 2008 are classified in their entirety based on the lowest level of input that is significant to the asset or liability’s fair value measurement.

Financial Instruments Measured at Fair Value on a Recurring Basis:

	(in thousands)
	
	Level 1
	
	
	Level 2
	
	Level 3
	
	
	Total

	Assets at Fair Value:
	
	
	
	
	
	
	
	
	
	
	
	

	Marketable securities:
	
	
	
	
	
	
	
	
	
	
	
	

	U.S. Treasury securities
	$  94,976
	$
	—
	$
	—
	$
	94,976

	Mutual funds
	21,006
	
	
	—
	
	—
	
	
	21,006

	Municipal bonds
	
	—
	
	
	8,867
	
	
	—
	
	
	8,867

	U.S. Government agency securities
	
	—
	
	
	2,425
	
	
	—
	
	
	2,425

	Equities
	
	48
	
	
	—
	
	
	—
	
	
	
	48

	Total
	116,030
	
	
	11,292
	
	—
	
	
	127,322

	Securities lending collateral:
	
	
	
	
	
	
	
	
	
	
	
	

	Mutual funds
	
	—
	
	
	—
	
	493,410
	
	
	493,410

	Corporate bonds
	
	—
	
	
	395,682
	
	
	2,540
	
	
	398,222




	Asset-backed securities
	
	—
	
	
	8,568
	
	
	3,853
	
	
	12,421
	

	Repurchase agreements
	
	5,307
	
	
	—
	
	
	—
	
	
	
	5,307
	

	Total
	
	5,307
	
	
	404,250
	
	
	499,803
	
	
	909,360
	

	Derivative investments:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest rate swap contracts
	
	—
	
	
	1,772
	
	
	—
	
	
	1,772
	

	Foreign currency forward contract
	
	—
	
	
	137
	
	
	—
	
	
	
	137
	

	Total
	
	—
	
	
	1,909
	
	
	—
	
	
	1,909
	

	Equity investments
	
	71,623
	
	
	—
	
	
	—
	
	
	
	71,623
	

	Total Assets at Fair Value
	$
	192,960
	$
	417,451
	$
	499,803
	$
	1,110,214
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Liabilities at Fair Value:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest rate swap contracts
	$
	—
	$
	2,630
	$
	—
	$
	2,630
	

	Guarantee of CBOE exercise right privileges
	
	—
	
	
	—
	
	
	1,194
	
	
	1,194
	

	Total Liabilities at Fair Value
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	—
	$
	2,630
	$
	1,194
	$
	3,824
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



The following is a reconciliation of assets and liabilities at fair value on a recurring basis using significant unobservable inputs (Level 3) during the first nine months of 2008.

	
	
	
	
	
	
	
	
	Guarantee
	

	
	
	
	
	
	
	
	
	of CBOE
	

	
	Securities
	
	
	Foreign
	Exercise
	

	
	
	Lending
	
	Currency
	
	Right
	

	(in thousands)
	Collateral
	
	
	
	Option
	
	Privileges
	
	

	Fair value of assets (liabilities) at January 1, 2008
	$
	—
	$
	—
	$
	(13,983)
	

	Purchases and issuances
	
	22,536
	
	
	
	45,195
	
	—
	

	Transfers in (out) of Level 3
	
	499,410
	
	
	
	—
	
	—
	

	Realized and unrealized gains (losses):
	
	
	
	
	
	
	
	
	
	
	

	Included in non-operating income (expense)
	
	(21,745)
	
	
	(7,894)
	
	12,789
	
	

	Included in other comprehensive income (loss)
	
	(398)
	
	
	—
	
	—
	

	Settlements
	
	—
	
	
	
	(37,301)
	
	—
	

	Fair value of assets (liabilities) at September 30, 2008
	
	
	
	
	
	
	
	
	
	
	

	
	$
	499,803
	
	
	$
	—
	
	$
	(1,194)
	

	
	
	
	
	
	
	
	
	
	
	
	

	Total unrealized gains and (losses) related to financial assets and liabilities in the consolidated balance sheets
	
	
	
	
	
	
	
	
	
	
	

	at September 30, 2008
	$
	(22,143)
	$
	—
	$
	12,789
	
	

	
	
	
	
	
	
	
	
	
	
	
	



Due to market conditions, the company revalued a money market mutual fund investment within the CME’s securities lending collateral using unobservable inputs during the third quarter of 2008. A financial institution defaulted on its obligation to the fund in the third quarter resulting in a decline in the fund’s market value. Management considered its exposure to potential loss due to the default and its ability to hold the investment in determining the fair value of the investments. As a result of the revaluation, the company recorded an impairment charge of $6.0 in securities lending interest and other costs during the third quarter as the decline in value was determined to be other-than-temporary. This investment was transferred into Level 3 during the third quarter because its fair value is based on management’s best estimate.

As a result of the merger with NYMEX Holdings in August 2008, the company acquired the collateral portfolio for the NYMEX securities lending program. At September 30, 2008, two corporate debt securities in the portfolio were determined to be other-than-temporarily impaired due to default by the issuers. The company recorded an impairment charge of $15.7 million in securities lending interest and other costs during the third quarter of 2008. These investment are included as purchases in Level 3 as they were acquired as part of the merger. In addition, the company has categorized certain asset-backed securities in the NYMEX securities lending portfolio in Level 3 because their fair value was estimated using valuation models with unobservable inputs.

Recent Accounting Pronouncements

SFAS No. 141(R), “Business Combinations,” was issued in December 2007 to replace SFAS No. 141, “Business Combinations.” SFAS No. 141(R) requires that an acquirer recognize the assets acquired, the liabilities assumed and any non-controlling interest in the acquiree at the acquisition date, measured at their fair values as of that date. This new statement also changes the requirements for recognizing assets acquired and liabilities assumed arising from contingencies, restructuring liabilities and acquisition costs. Under the new requirements, acquisition-related costs will be expensed in the periods in which the costs are incurred and the services are received instead of being capitalized as part of the purchase price. The provisions of this statement are applied prospectively to business combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning on or after December 15, 2008. We are currently assessing the impact of this standard’s future adoption on our consolidated financial reporting.

In December 2007, the Financial Accounting Standards Board (FASB) issued SFAS No. 160, “Non-controlling Interests in Consolidated Financial Statements,” which establishes accounting and reporting standards for the non-controlling interest in a subsidiary and for the deconsolidation of a subsidiary. SFAS No. 160 clarifies that a non-controlling interest in a subsidiary be reported as equity in the consolidated financial statements. The provisions require consolidated net income to be reported as the total amount attributable to both the parent and non-controlling interest, with disclosure of the amount attributable to the parent and non-controlling interest on the face of the statement of income. The statement also requires that a parent recognize a gain or loss in net income when a subsidiary is deconsolidated. This statement is effective for fiscal years beginning on or after December 15, 2008 and is applied prospectively as of the beginning of the fiscal year in which the statement is initially applied. At this time, we do not expect an impact upon adoption.

In June 2008, FASB issued FASB Staff Position (FSP) emerging issue Task Force No. 03-6-1, “Determining Whether Instruments Granted in Share-Based Payment Transactions are Participating Securities.” FSP No. 03-6-1 clarifies the treatment of unvested equity awards that contain non-forfeitable rights to dividends or dividend equivalents in calculating earnings per share under SFAS No. 128, “Earnings Per Share.” This position is effective for fiscal years beginning after December 15, 2008 and interim periods within those years. We are currently assessing the impact of this standard’s future adoption on our consolidated financial reporting.
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In March 2008, SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities” was issued by the FASB. The statement requires entities to enhance disclosures about its derivative and hedging activities in order to improve the transparency of financial reporting. Entities will be required to provide enhanced disclosures about how and why they use derivative instruments, how derivative instruments are accounted for under SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities” and how derivative instruments and related hedged items affect their financial position, financial performance and cash flows. This statement is effective for financial statements issued for fiscal years and interim periods beginning after November 15, 2008. We will make the required disclosures upon adoption.

Item 3.	Quantitative and Qualitative Disclosures About Market Risk

We are subject to various market risks, including those caused by changes in interest rates, foreign currency exchange rates, and equity prices. The following discussion addresses material changes in our market risk exposure since December 31, 2007. This discussion should be read in conjunction with Item 7A. of our Annual Report on Form 10-K for the year ended December 31, 2007, filed with the SEC on February 28, 2008.

Interest Rate Risk

Debt. In August 2008, we issued debt of $2.9 billion in conjunction with our merger with NYMEX Holdings. Debt outstanding at September 30, 2008 consisted of fixed rate borrowings of $1.9 billion and variable rate borrowings of $1.0 billion. Commercial paper is included in fixed rate borrowings; however, because maturities for commercial paper are generally less than 90 days, it is considered subject to interest rate fluctuations. Borrowings subject to variable interest rate fluctuations were as follows at September 30, 2008:

	
	
	
	
	
	
	Weighted
	

	
	
	
	
	Balance
	
	Average
	

	(Dollars in millions)
	
	Outstanding
	
	Interest Rate
	

	
	
	
	
	
	
	
	
	

	
	Commercial paper
	$1,199,416
	2.46%
	

	
	Floating rate notes due August 2009(1)
	249,787
	3.00
	

	
	Floating rate notes due August 2010(2)
	299,444
	3.45
	

	
	Term loan due August 2011(3)
	
	420,500
	3.68
	

	
	Total borrowings subject to variable interest rate fluctuations
	$2,169,147
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	



(1) The 2009 Notes bear interest at a floating rate equal to three-month LIBOR plus 0.20% per year. In October 2008, we entered into an interest-rate swap agreement that modifies the variable interest obligation associated with these notes so that the interest payable on the notes effectively becomes fixed at a rate of 3.12% beginning with the interest accrued after November 6, 2009.
(2) The 2010 Notes bear interest at a floating rate equal to three-month LIBOR plus 0.65% per year. In September 2008, we entered into an interest-rate swap agreement that modifies the variable interest obligation associated with these notes so that the interest payable on the notes effectively becomes fixed at a rate of 3.92% beginning with the interest accrued after November 6, 2009.

(3) The Term Loan bears interest at a floating rate equal to three-month LIBOR plus 1.00% per year. In September 2008, we entered into an interest-rate swap agreement that modifies the variable interest obligation associated with this facility so that the interest payable effectively becomes fixed at a rate of 4.72% beginning with the interest accrued after October 22, 2009.

Foreign Currency Exchange Rate Risk

Although our foreign operations have expanded as a result of recent business combinations, our exposure to foreign exchange rate risk resulting from ongoing foreign operations is not expected to be material to our financial condition or operating results.

We are also exposed to foreign exchange rate risk related to the equity investments noted under Equity Price Risk. Any foreign currency rate risk related to these investments is reflected in the unrealized loss presented in the table below.

Equity Price Risk

We hold certain investments in equity securities for strategic purposes. Investments subject to equity price risks are generally recorded as available for sale at their fair value. Equity securities whose sale is restricted for greater than 12 months are carried at their original cost until the restriction is within 12 months of expiration at which time they are recorded at fair value.

Fair values are based on quoted market prices or management’s estimates of fair value as of the balance sheet dates. Fair values are subject to fluctuation and, consequently, the amount realized in the subsequent sale of an investment may differ significantly from its current reported value. Fluctuation in the market price of a security may result from perceived changes in the underlying economic characteristics of the issuer, the relative price of alternative investments and general market conditions.
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The table below summarizes our equity investments at September 30, 2008. Equity investments are included in other assets on the consolidated balance sheets.

	
	
	
	
	Original
	Carrying
	
	
	
	Unrealized Loss,
	

	(Dollars in millions)
	
	Cost
	Value
	
	Fair Value
	
	Net of Tax
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	BM&F BOVESPA S.A.(1)(2)
	$631,394
	$631,494
	$442,370
	$    114,514
	
	

	
	TSX Group Inc.(3)
	45,988
	39,296
	39,296
	4,002
	
	

	
	IMAREX ASA(3)
	41,381
	32,327
	32,327
	5,414
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(1) In conjunction with the purchase of this investment, we entered into a put option contract to limit our exposure to foreign currency rate risk due to changes in the exchange rate between the U.S. dollar and the Brazilian real. On September 15, 2008, the counterparty to this option contract was in default and the option contract was terminated. We have not re-established the hedge as of this time.
(2) The sale of this investment is restricted until February 2013. As a result, its carrying value will be equal to its original cost until February 2012 unless an assessment of other-than-temporary impairment is made prior to that time.
(3) This investment was acquired in August 2008 as part of our merger with NYMEX Holdings.

We do not currently hedge against equity price risk. All equity securities are assessed for other-than-temporary impairment on a quarterly basis. An assessment of whether a security is other-than-temporarily impaired takes into consideration the magnitude and duration of the unrealized loss. As of September 30, 2008, we determined that impairment was not other-than-temporary.

Item 4.	Controls and Procedures

(a) Controls and Procedures. Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the Exchange Act)) as of the end of the period covered by this report. Based on such evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that, as of the end of such period, our disclosure controls and procedures are effective.

(b) Changes in Internal Control Over Financial Reporting. As required by Rule 13a-15(d) under the Exchange Act, the company’s management, including the company’s Chief Executive Officer and Chief Financial Officer, have evaluated the company’s internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) to determine whether any changes occurred during the quarter covered by this quarterly report that have materially affected, or are reasonably likely to materially affect the company’s internal control over financial reporting.

On August 22, 2008, CME Group completed its merger with NYMEX Holdings. In connection with the merger, NYMEX Holdings was merged into CMEG NY Inc., a wholly-owned subsidiary of CME Group, and the subsidiaries of NYMEX Holdings, including NYMEX and COMEX, became part of the consolidated group of subsidiaries of CME Group. Management considered the transaction material to the results of operations, cash flows and financial position from the date of the acquisition through September 30, 2008, and believes that the internal controls and procedures of NYMEX Holdings and its subsidiaries have a material effect on internal control over financial reporting. The company is currently in the process of integrating the internal controls and procedures of the former NYMEX Holdings and its subsidiaries into its internal controls over financial reporting. There were no other changes in the company’s internal control over financial reporting during the period covered by this quarterly report that have materially affected, or are reasonably likely to materially affect, internal control over financial reporting, other than the merger with NYMEX Holdings.

PART II. OTHER INFORMATION

Item 1.	Legal Proceedings

On August 23, 2006, CBOT Holdings and CBOT, along with a class consisting of certain CBOT full members, filed a lawsuit in the Court of Chancery of the State of Delaware against the Chicago Board Options Exchange (CBOE). The lawsuit seeks to enforce and protect the exercise right privileges (ERPs). The lawsuit alleges that these ERPs allow CBOT’s full members who hold them to become full members of CBOE and to participate on an equal basis with other members of CBOE in CBOE’s announced plans to demutualize. On June 2, 2008, the parties reached a settlement in principle. On August 20, 2008, the parties executed a stipulation of settlement reflecting the parties’ agreement and filed it with the Delaware Court of Chancery the same day. Under the proposed settlement, which is subject to final approval by the court, there are two classes: Group A and Group B. Qualifying Group A class members will share in an aggregate of 18 percent of the total common stock issued by CBOE to CBOE seat owners and qualifying Group A class members. The rights associated with the stock issued to qualifying Group A class members will be identical to the stock issued to CBOE seat owners except that the former will be non-voting, unless and until there is an initial public offering, at which time this stock will be converted to voting stock. Qualifying Group A class members and qualifying Group B class members also will share in a cash equity pool of $300.0 million. From this cash pool, qualifying Group B class members will receive $250,000 for each qualifying ERP that they own and qualified Group A class members will share on a pro-rata basis in the cash pool remaining after payment to qualifying Group B class members. On August 22, 2008, the Court preliminarily approved the stipulation of settlement. A settlement hearing is scheduled for December 16, 2008, at which time the Court will hear any objections to the settlement and decide whether to grant final approval.
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There are two purported class action complaints pending against the former NYMEX Holdings, the former NYMEX Holdings board of directors and CME Group in the Delaware Court of Chancery related to the merger between CME Group and NYMEX Holdings.

The first complaint, amended as of October 6, 2008, is a purported consolidated class action on behalf of former NYMEX Holdings’ stockholders (the shareholder complaint) which alleges, among other things, that the NYMEX Holdings board of directors breached their fiduciary duties in approving the merger agreement by exclusively negotiating a transaction with CME Group without regard to the fairness of the transaction to the NYMEX Holdings shareholders, failing to take steps to maximize shareholder value, capping the minimum price of NYMEX Holdings’ stock, failing to properly value NYMEX Holdings, making changes to NYMEX Holdings’ change of control severance plan weeks before announcing that it was engaged in discussions with CME Group, requiring the Class A Members to execute a waiver and release that allegedly is coercive because it is intended to deprive them of their rights to participate in this lawsuit as well as their rights to past, present and future royalty payments under Section 311(G) of the former bylaws of NYMEX, and failing to fully disclose material information related to the merger, including financial information and information necessary to prevent statements contained in the preliminary proxy from being misleading. The shareholder complaint further alleges that CME Group aided and abetted the alleged breach of fiduciary duties. The shareholder plaintiffs initially sought to enjoin the merger, however, they pulled the preliminary injunction hearing from the court’s calendar on August 5, 2008 after becoming satisfied that there had been adequate disclosures by NYMEX Holdings and CME Group. The shareholder plaintiffs now seek damages for the alleged breaches of fiduciary duties and a declaration that the waiver and release is invalid and unenforceable. On October 24, 2008, CME Group moved to dismiss the shareholder plaintiffs’ complaint.

The second complaint, amended as of September 18, 2008, is a purported consolidated class action on behalf of NYMEX Class A Members (the member complaint) which alleges claims substantially similar to those raised in the shareholder complaint. The member plaintiff initially sought to enjoin the merger, however, she pulled the preliminary injunction hearing from the court’s calendar on August 5, 2008 after becoming satisfied that there had been adequate disclosures by NYMEX Holdings and CME Group. The member plaintiff now seeks damages for the alleged breaches of fiduciary duties and a declaration that the waiver and release is invalid and unenforceable. On September 22, 2008, CME Group filed a motion to dismiss and stay discovery.

On September 26, 2008, the member plaintiffs, jointly with the shareholder plaintiffs, filed a motion for declaratory judgment and requested an expedited hearing on their motion. On October 2, 2008, the Court denied the plaintiffs’ request for expedition and granted CME Group’s request to stay discovery in both actions. The parties currently are briefing CME Group’s motion to dismiss the shareholder complaint and motion to dismiss the member complaint, as well as the plaintiffs’ joint motion for declaratory judgment. Based on its investigation to date and advice from counsel, the company believes this suit is without merit and intends to defend itself vigorously against these charges.

Item 1A.	Risk Factors

There can be no assurance that recently enacted legislation authorizing the U.S. government to purchase large amounts of illiquid mortgages and mortgage-backed securities from financial institutions will help stabilize the U.S. financial system.

On October 3, 2008, President Bush signed into law the Emergency Economic Stabilization Act of 2008 (the EESA). The legislation was the result of a proposal by Treasury Secretary Henry Paulson to the U.S. Congress on September 20, 2008 in response to the financial crises affecting the banking system and financial markets and going concern threats to investment banks and other financial institutions. Pursuant to the EESA, the U.S. Treasury will have the authority to, among other things, purchase up to $700 billion of mortgages, mortgage-backed securities and certain other financial instruments from financial institutions for the purpose of stabilizing and providing liquidity to the U.S. financial markets. There can be no assurance, however, as to the actual impact that the EESA will have on the financial markets, including the extreme levels of volatility and limited credit availability currently being experienced. The government investment in financial services firms could also lead to new regulations and governmental oversight. The failure of the EESA to help stabilize the financial markets and a continuation or worsening of current financial market conditions or the imposition of additional regulations in the financial services industry could materially and adversely affect our business, financial condition, results of operations, access to credit or the trading price of our Class A common stock.

Current levels of the capital and credit market volatility are unprecedented.

The capital and credit markets have been experiencing volatility and disruption for more than 12 months. In recent weeks, the volatility and disruption has reached unprecedented levels. In some cases, the markets have produced downward pressure on stock prices and credit availability for certain issuers without regard to those issuers’ underlying financial strength. A significant portion of our borrowings have been issued in the commercial paper markets and, although we have continued to issue commercial paper, there can be no assurance that such markets will continue to be a reliable source of short-term financing. In the event we are unable to access the commercial paper market, we may need to draw upon our senior credit facility which is a more expensive form of financing. If current levels of market disruption and volatility continue or worsen, there can be no assurance that we will not experience an adverse effect, which may be material, on our ability to access capital, including commercial paper issuances, and on our business, financial condition and results of operations.
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The soundness of our clearing firms could adversely affect us.

CME, our subsidiary, owns and operates its own clearinghouse, which acts as the counterparty to all trades consummated on or through our futures exchanges or on third-party exchanges for which we provide clearing services. As a result, we have exposure to many different industries and counterparties, and we routinely guarantee transactions with counterparties in the financial industry, including brokers and dealers, commercial banks, investment banks, mutual and hedge funds, and other institutional customers. Dramatic declines in the housing market over the past year, with falling home prices and increasing foreclosures, unemployment and under-employment, have negatively impacted the credit performance of mortgage loans and resulted in significant write-downs of asset values by financial institutions, including government-sponsored entities as well as major commercial and investment banks. These write-downs, initially of mortgage-backed securities but spreading to credit default swaps and other derivative and cash securities, in turn, have caused many financial institutions to seek additional capital, to merge with larger and stronger institutions and, in some cases, to fail. For example, during the past months, The Bear Stearns Companies, Inc., Lehman Brothers Holdings Inc. and American International Group, Inc., all of which are parent companies of one of our clearing firms, have experienced significant financial write-downs and in some cases failed. Although none of these cases resulted in a default of a clearing firm, additional companies, including our clearing firms, may encounter economic difficulties as a result of the market turmoil and the tightening of the credit market. CME has in place various measures intended to limit counterparty risk, enable it to cover any default and maintain liquidity. However, we cannot assure you that these measures will be sufficient to protect us from a default or that we will not be materially and adversely affected in the event of a significant default. A substantial part of our working capital is at risk if a clearing firm defaults on its obligations to our clearinghouse and its margin and security deposits are insufficient to meet its obligations. Although we have policies and procedures to help ensure that our clearing firms can satisfy their obligations, these policies and procedures may not succeed in detecting problems or preventing defaults. We also have in place various measures intended to enable us to cover any default and maintain liquidity. However, we cannot assure you that these measures will be sufficient to protect us from a default or that we will not be materially and adversely affected in the event of a significant default.

The required capital and posted collateral of our clearing firms may lose value given the volatility of the market.

To become a clearing member a firm must meet certain minimum capital requirements and must deposit a certain amount of funds with our clearinghouse as collateral for their trading activity. The funds used to satisfy these requirements may be cash or held in a variety of investments, such as regulated money market mutual funds, U.S. Treasury securities and asset-backed securities. Given the level of market volatility, there is no guarantee that these investments will continue to maintain their value. To the extent a clearing firm was not in compliance with these requirements, it would be required to acquire additional funds, decrease its proprietary trading activity and/or transfer customer accounts to another clearing firm. These actions could result in a decrease in trading activity in our products.

Current market developments may adversely affect our industry, business and results of operations.

Dramatic declines in the housing market during the prior year, with falling home prices and increasing foreclosures and unemployment, have resulted in significant write-downs of asset values by financial institutions, including some of our clearing firms and customers. These write-downs have caused many financial institutions to seek additional capital, to merge with larger and stronger institutions and, in some cases, to fail. As a result of this instability of the financial markets and the lack of readily available credit, commercial banks, investment banks, mutual and hedge funds and other of our customers have decreased their risk exposure, which has resulted in a decrease in their trading of our benchmark interest rate products. For example, quarter to date, the average daily value for CME Eurodollar options decreased by 24% to 0.8 million contracts per day in 2008 when compared with the same period in 2007.

Current trends in the global financial markets could cause significant fluctuations in our stock price.

Stock markets in general, and stock prices of participants in the financial services industry in particular, including us, have recently experienced significant price and volume fluctuations that have affected the market price for securities. The market price of our Class A common stock may continue to be subject to similar market fluctuations which may be unrelated to our operating performance or prospects, and increased volatility could result in a decline in the market price of our Class A common stock. Factors that could significantly impact the volatility of our stock price include:

· developments in our business or in the financial sector generally, including the effect of direct governmental action in financial markets generally and with respect to futures exchanges in particular;

· regulatory changes affecting our industry generally or our business and operations;

· the operating and securities price performance of companies that investors consider to be comparable to us;

· changes in global financial markets and global economies and general market conditions, such as interest or foreign exchange rates, stock, commodity or asset valuations or volatility;

· operating results that may be worse than the expectations of management, securities analysts and investors; and

· market developments that affect our customers causing a decrease in the use of our products.
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Any reduction in our credit rating could increase the cost of our funding from the capital markets.

Our long-term debt is currently rated investment grade by the major rating agencies. These rating agencies regularly evaluate us and their ratings of our long-term debt are based on a number of factors, including our financial strength as well as factors not entirely within our control, including conditions affecting the financial services industry generally. In light of the difficulties in the financial services industry and the financial markets, there can be no assurance that we will maintain our current ratings. Our failure to maintain those ratings could adversely affect the cost and other terms upon which we are able to obtain funding and increase our cost of capital.

Concerns regarding the accuracy of LIBOR rates may negatively impact trading volumes of our Eurodollar contract.

Our Eurodollar futures and options on futures reflect the London Interbank Offered Rate (LIBOR) for a 3-month, $1 million offshore deposit maturing at some point in the future. The accuracy of LIBOR rates has come under scrutiny in recent months due to discrepancies in the borrowing costs in the currency forwards market and the rates reported by the British Bankers Association. As a result of this inconsistency, interest rate markets continue to reflect dislocations between Eurodollar and overnight rates. For example, as of September 30, 2008, the trading volume of our Eurodollar options contract was down 26% compared with the same period in 2007.

Our investment in BM&F Bovespa SA subjects us to investment and currency risk.

In February 2008, we purchased an interest in Bolsa de Mercadorias & Futuros S.A. which following its merger with Bovespa Holdings S.A. represents approximately 5% of the combined company, BM&F Bovespa SA (BM&F). Under the terms of the transaction, we may not sell our shares in BM&F for four years from the purchase date. As an exchange, BM&F’s ability to maintain or expand their trading volume and operate their business is subject to the same types of risks to which we are subject. There is no guarantee that our investment in BM&F will be profitable. For example, the book value of our BM&F stock was $631.4 million on February 26, 2008, the date of purchase. As of September 30, 2008, the market value of our BM&F shares was $442.4 million. Additionally, because BM&F stock is valued in Brazilian real, we are subject to currency risk. To mitigate our financial exposure to the currency risk of the investment, we purchased an option to hedge against fluctuations between the U.S. dollar and the Brazilian real with Lehman Brothers Special Financing Inc. As a result of the bankruptcy filing of Lehman Brothers Holdings Inc., our hedging arrangement was terminated and our currency exposure is no longer mitigated.

There is no guarantee that we will enter into our proposed joint venture with Citadel and to the extent that we do we may be subject to additional risks relating to a clearing firm default.

In October 2008, the company announced that it entered into a non-binding term sheet with Citadel Investment Group L.L.C. to launch a joint venture company. The joint venture would be the first electronic trading platform that is fully integrated with a central counterparty clearing facility, CME Clearing, for credit default swaps. Entering into joint ventures and alliances entails risks, including difficulties in developing and expanding the business of newly formed joint ventures, exercising influence over the activities of joint ventures and potential conflicts with our joint venture or alliance partners. We currently do not have binding documentation with Citadel relating to the joint venture and we cannot guarantee that if completed that the joint venture will be successful. Additionally, CME Clearing has not previously served as the central counterparty for credit default swaps. Although CME Clearing is developing risk management procedures to specifically provide additional risk monitoring of these products, there is no guarantee that these measures will be sufficient to protect us from a default by one of our clearing firms or that we will not be materially and adversely affected in the event of a significant default.

We may fail to realize all of the anticipated benefits of our acquisition of NYMEX Holdings, Inc.

On August 22, 2008, we completed our acquisition of NYMEX Holdings. The success of the transaction will depend, in part, on our ability to achieve the anticipated cost synergies and other strategic benefits from combining the businesses of CME Group and NYMEX Holdings. We expect CME Group to benefit from operational synergies resulting from the consolidation of capabilities and elimination of redundancies as well as greater efficiencies from increased scale, market integration and more automation. However, to realize these anticipated benefits, we must successfully combine the businesses of CME Group and NYMEX Holdings. If we are not able to achieve these objectives, the anticipated cost synergies and other strategic benefits of the transaction may not be realized fully or at all or may take longer to realize than expected. We may fail to realize some or all of the anticipated benefits of the transaction in the amounts and times projected for a number of reasons, including that the integration may take longer than anticipated or be more costly than anticipated.

The failure to integrate successfully the businesses and operations of CME Group and NYMEX Holdings in the expected time frame may adversely affect CME Group’s future results.

Prior to the completion of the transaction, CME Group and NYMEX Holdings historically operated as independent companies. The management of CME Group may face significant challenges in consolidating the functions of CME Group and NYMEX Holdings and their subsidiaries, integrating their technologies, organizations, procedures, policies and operations, as well as addressing differences in the business cultures of the two companies and retaining key personnel. In connection with the acquisition, CME Group expects to integrate certain operations of CME Group and NYMEX Holdings, including, among other things, back-office operations, information technology and regulatory compliance. However, the combined company will continue to operate a NYMEX trading floor at its existing location or an
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alternative location in New York, New York, as long as both revenue and profitability thresholds are achieved going forward. Given that historically CME Group has not operated a trading floor in a geographic location that is remote from its headquarters in Chicago, Illinois, continuing to operate a NYMEX trading floor in New York, New York may present unique challenges. The integration of the two companies will be complex and time consuming, and require substantial resources and effort. The integration process and other disruptions resulting from the transaction may disrupt each company’s ongoing businesses or cause inconsistencies in standards, controls, procedures and policies that adversely affect our relationships with our members and other market participants, employees, regulators and others with whom we have business or other dealings. If we fail to manage the integration of these businesses effectively, our growth strategy and future profitability could be negatively affected, and we may fail to achieve the intended benefits of the transaction.

We have incurred costs in connection with our acquisition of NYMEX Holdings and will continue to incur costs in connection with the transaction.

CME Group and NYMEX Holdings have incurred significant costs associated with transaction fees, professional services and other costs related to the transaction and we will continue to incur additional costs, including restructuring costs, in connection with the integration of the business. Specifically, through September 30, 2008, CME Group and NYMEX Holdings have incurred approximately $103.8 million for transaction costs related to the transaction. Although CME Group expects that the realization of efficiencies related to the integration of the businesses will offset incremental transaction, merger-related and restructuring costs over time, this net benefit may not be achieved in the near term, or at all.

A key element of our strategy is to provide transaction processing, clearing and related services to third parties. Our failure to identify future opportunities to provide these services will have a negative impact on our ability to grow our business.

Providing third-party transaction processing, clearing and related services is a key element of our strategy. Pursuant to transaction-processing agreements we previously provided these services to NYMEX and to CBOT. Prior to our acquisition of these companies, we derived a significant amount of revenue from these services agreements. We cannot assure you that we will enter into additional agreements to provide processing services in the future. Our failure to identify such opportunities may have a negative impact on our ability to generate additional revenues and grow our business.

Item 2.	Unregistered Sales of Equity Securities and Use of Proceeds

(c) Issuer Purchases of Equity Securities

	
	
	
	
	
	
	
	
	(c) Total Number of
	(d) Approximate Dollar
	

	
	
	
	
	
	
	
	
	Shares Purchased as
	
	Value of Shares that
	

	
	
	
	(a) Total Number of
	
	
	
	Part of Publicly
	May Yet Be Purchased
	

	
	
	
	Class A
	(b) Average Price
	Announced Trading
	
	Under
	

	Period
	Shares Purchased(1)
	Paid Per Share
	Plans or Programs
	the Plans or Programs
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	July 1 to July 31
	—
	$
	—
	—
	$
	1,100,000,000
	
	

	
	August 1 to August 31
	48
	$
	342.73
	—
	$
	1,100,000,000
	
	

	
	September 1 to September 30
	62,365
	$
	381.67
	62,360
	$
	1,076,000,000
	
	

	
	Total
	62,413
	$
	381.64
	62,360
	$
	1,076,000,000
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(1) Shares purchased consist of 48 shares surrendered on August 6, 2008 and 5 shares surrendered on September 5, 2008 to satisfy employee tax obligations upon the vesting of restricted stock and 62,360 shares purchased in the open market pursuant to the company’s share buyback program. Under the terms of the program announced on June 23, 2008, the company is authorized to purchase Class A common stock with a value of up to $1.1 billion, subject to market conditions. The buyback program will take place over a period of up to 18 months. The authorization of the board of directors permits the repurchase of shares through the open market, an accelerated program, a tender offer or privately negotiated transactions. The shares purchased in September under the buyback program were purchased pursuant to the terms of a pre-arranged trading plan established in accordance with Rule 10b5-1.

Item 4.	Submission of Matters to a Vote of Security Holders

(c) A special meeting of shareholders was held on August 18, 2008. The matters voted on at the meeting and the results of the voting were as follows:

1. to consider and vote on a proposal to approve the Third Amended and Restated Certificate of Incorporation of CME Group, which increased the maximum size of the CME Group board of directors from 30 to 33 directors and specifies that the number of CME Group directors is to be fixed exclusively by one or more resolutions adopted by the CME Group board of directors, which number may be no more than 33. The results of the proposal were as follows:

	Votes For
	
	Votes Against
	
	Abstentions

	37,072,249
	
	1,084,034
	
	482,775
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2. to consider and vote on a proposal to approve the issuance of CME Group Class A common stock, par value $0.01 per share to NYMEX Holdings shareholders pursuant to the merger contemplated by the Agreement and Plan of Merger, dated as of March 17, 2008, as amended, among CME Group, CMEG NY Inc., NYMEX Holdings and New York Mercantile Exchange, Inc., pursuant to which NYMEX Holdings will merge with and into CMEG NY Inc. The results of the proposal were as follows:

	Votes For
	
	Votes Against
	
	Abstentions

	37,675,264
	
	539,134
	
	424,660



3. to consider and vote upon the adjournment of the special meeting of CME Group shareholders, if necessary, to solicit additional proxies. The results of the proposal were as follows:

	Votes For
	
	Votes Against
	
	Abstentions

	35,108,777
	
	2,987,283
	
	542,998



Item 6.	Exhibits

2.1	Amendment No. 2, dated as of July 18, 2008, to Agreement and Plan of Merger, dated as of March 17, 2008 and amended as of June 30, 2008, by and among CME Group Inc., CMEG NY Inc., NYMEX Holdings, Inc. and New York Mercantile Exchange, Inc. (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on July 23, 2008, File No. 001-31553).

2.2	Amendment No. 3, dated as of August 7, 2008, to Agreement and Plan of Merger, dated as of March 17, 2008 and amended as of June 30, 2008 and August 7, 2008, by and among CME Group Inc., CMEG NY Inc., NYMEX Holdings, Inc. and New York Mercantile Exchange, Inc.

3.1	Third Amended and Restated Certificate of Incorporation of CME Group Inc. (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 28, 2008, File No. 001-31553).

3.2	Sixth Amended and Restated Bylaws of CME Group Inc. (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on November 7, 2008, File No. 001-31553).

4.1	Commercial Paper Dealer Agreement, dated as of August 20, 2008, between CME Group Inc., as Issuer, and Bank of America Securities LLC, as Dealer (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 26, 2008, File No. 001-31553).

4.2	Commercial Paper Dealer Agreement, dated as of August 22, 2008, between CME Group Inc., as Issuer, and Goldman, Sachs & Co., as Dealer (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 26, 2008, File No. 001-31553).

4.3	Indenture, dated August 12, 2008, between CME Group Inc. and U.S. Bank National Association (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 13, 2008, File No. 001-31553).

4.4	First Supplemental Indenture, dated August 12, 2008, between CME Group Inc. and U.S. Bank National Association (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 13, 2008, File No. 001-31553).

4.5	Second Supplemental Indenture, dated August 12, 2008, between CME Group Inc. and U.S. Bank National Association (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 13, 2008, File No. 001-31553).

10.1	Third Supplemental Indenture, dated August 12, 2008, between CME Group Inc. and U.S. Bank National Association(incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 13, 2008, File No. 001-31553).

10.2	Credit Agreement, dated as of October 10, 2008, between Chicago Mercantile Exchange Inc. and each of the banks from time to time party thereto and the Bank of Montreal, as administrative agent, JP Morgan Chase Bank N.A., as collateral agent, and BMO Capital Markets, as lead arranger (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on October 15, 2008, File No. 001-31553).
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10.3	Credit Agreement, dated as of August 22, 2008, among CME Group Inc., as Borrower, the Lenders party thereto, and Bank of America, N.A., as Administrative Agent (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 28, 2008, File No. 001-31553).

10.4	364-Day Revolving Credit Agreement, dated as of August 22, 2008, by and among CME Group Inc., as Borrower, the Lenders party thereto, and Bank of America, N.A., as Administrative Agent (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 28, 2008, File No. 001-31553).

10.5	Commercial Paper Dealer Agreement, dated as of August 20, 2008, between CME Group Inc., as Issuer, and Bank of America Securities LLC, as Dealer (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 26, 2008, File No. 001-31553).

10.6	Commercial Paper Dealer Agreement, dated as of August 22, 2008, between CME Group Inc., as Issuer, and Goldman, Sachs & Co., as Dealer (incorporated by reference to CME Group’s Current Report on Form 8-K, filed with the SEC on August 26, 2008, File No. 001-31553).

10.7	Ground Lease between Battery Park City Authority and New York Mercantile Exchange dated May 18, 1995 (incorporated by reference to Exhibit

10.3 to NYMEX Holdings, Inc.’s Registration Statement on Form S-4, File No. 333-30332).

10.8	Funding Agreement among New York State Urban Development Corporation, New York City Economic Development Corporation, Battery Park City Authority and New York Mercantile Exchange dated May 18, 1995 (incorporated by reference to Exhibit 10.4 to NYMEX Holdings, Inc.’s Registration Statement on Form S-4, File No. 333-30332).

10.9*	NYMEX Holdings, Inc. Executive Deferred Compensation Plan for Key Employees (incorporated by reference to Exhibit 10.5 to NYMEX Holdings, Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2000, File No. 000-1105018).

10.10*	COMEX Members’ Recognition and Retention Plan (incorporated by reference to Exhibit 10.11 to NYMEX Holdings, Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2000, File No. 000-1105018).

10.11*	NYMEX Holdings, Inc. 2006 Omnibus Long-Term Incentive Plan (incorporated herein by reference to Exhibit 99.1 to NYMEX Holdings, Inc.’s Registration Statement on Form S-8 (file no. 333-145758)).

31.1	Section 302 Certification—Craig S. Donohue

31.2	Section 302 Certification—James E. Parisi

32.1	Section 906 Certification
[image: ]

· Management contract or compensatory plan or arrangement.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

	
	CME Group Inc.

	
	(Registrant)

	Dated: November 10, 2008
	By:
	/s/ James E. Parisi

	
	Name:
	James E. Parisi

	
	Title:
	Managing Director and Chief Financial Officer
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Exhibit 2.2

AMENDMENT NO. 3

TO

AGREEMENT AND PLAN OF MERGER

This AMENDMENT NO. 3, dated as of August 7, 2008 (this “Amendment”), to the Agreement and Plan of Merger, dated as of March 17, 2008 and amended as of June 30, 2008 and July 18, 2008 (the “Agreement”), is by and among CME Group Inc., a Delaware corporation (“CME Group”), CMEG NY Inc., a Delaware corporation and a direct, wholly-owned Subsidiary of CME Group (“Merger Sub”), NYMEX Holdings, Inc., a Delaware corporation (“NYMEX Holdings”), and New York Mercantile Exchange, Inc., a Delaware non-stock corporation and a wholly-owned Subsidiary of NYMEX Holdings (“NYMEX”).

RECITALS

WHEREAS, CME Group, Merger Sub, NYMEX Holdings and NYMEX desire to amend and supplement certain terms of the Agreement as described in this Amendment; and

WHEREAS, the Boards of Directors of CME Group, Merger Sub, NYMEX Holdings and NYMEX have each determined that the Amendment is consistent with, and will further, their respective business strategies and goals, and have deemed it advisable and in the best interests of their respective companies and stockholders that NYMEX Holdings merge with and into Merger Sub; and

WHEREAS, all capitalized terms not defined in this Amendment shall have the meaning ascribed to such terms in the Agreement.

NOW, THEREFORE, in consideration of the premises, and of the representations, warranties, covenants and agreements contained herein and in the

Agreement, the Parties agree as follows:

1. Amendment of Certificate of Incorporation of NYMEX. The Form of Amended and Restated Certificate of Incorporation of NYMEX attached to the Agreement as Exhibit C is hereby removed and replaced in its entirety with the Form of Amended and Restated Certificate of Incorporation of NYMEX attached hereto as Exhibit C.

2. Amendment of Bylaws of NYMEX. The Form of Waiver and Release contained in Annex A to the Form of Amended and Restated Bylaws of NYMEX attached to the Agreement as Exhibit D is hereby removed and replaced in its entirety with the Form of Waiver and Release attached hereto as Exhibit D.

3. Form of Waiver and Release. The Form of Waiver and Release attached to the Agreement as Exhibit F is hereby removed and replaced in its entirety with the Form of Waiver and Release attached hereto as Exhibit F.

4. Interpretation. The Agreement shall not be amended or otherwise modified by this Amendment except as set forth in Sections 1 through 3 of this Amendment. The provisions of the Agreement that have not been amended hereby shall remain in full force and effect. The provisions of the Agreement amended hereby shall remain in full force and effect as amended hereby. In the event of any inconsistency or contradiction between the terms of this Amendment and the Agreement, the provisions of this Amendment shall prevail and control.

5. Reference to the Agreement. On and after the date hereof, each reference in the Agreement to “this Agreement”, “hereof”, “herein”, “herewith”, “hereunder” and words of similar import shall, unless otherwise stated, be construed to refer to the Agreement as amended by this Amendment. No reference to this Amendment need be made in any instrument or document at any time referring to the Agreement, a reference to the Agreement in any such instrument or document to be deemed to be a reference to the Agreement as amended by this Amendment.

1

6. Counterparts; Effectiveness[image: ]. This Amendment may be executed in two or more counterparts, each of which shall be deemed to be an original but all of which shall constitute one and the same instrument. This Amendment shall become effective when each Party hereto shall have received counterparts thereof signed and delivered (by telecopy or otherwise) by the other Parties hereto.

7. Governing Law. This Amendment shall be deemed to be made in and in all respects shall be interpreted, construed and governed by and in accordance with the law of the State of Delaware without regard to its rules of conflicts of law.
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IN WITNESS WHEREOF, this Amendment has been duly executed and delivered by the duly authorized officers of the parties hereto as of the date first written above[image: ]

CME GROUP INC.

	By:
	
	/S/
	TERRENCE A. DUFFY

	Name:
	
	Terrence A. Duffy

	Title:
	
	Executive Chairman

	By:
	
	/S/
	CRAIG S. DONOHUE

	Name:
	
	Craig S. Donohue

	Title:
	
	Chief Executive Officer

	CMEG NY INC.
	
	

	By:
	
	/S/
	KATHLEEN M. CRONIN

	Name:
	
	Kathleen M. Cronin

	Title:
	
	Secretary

	NYMEX HOLDINGS, INC.

	By:
	
	/S/
	RICHARD SCHAEFFER

	Name:
	
	Richard Schaeffer

	Title:
	
	Chairman of the Board

	By:
	
	/S/
	JAMES E. NEWSOME

	Name:
	
	James E. Newsome

	Title:
	President and Chief Executive Officer

	NEW YORK MERCANTILE EXCHANGE, INC.

	By:
	
	/S/
	RICHARD SCHAEFFER

	Name:
	
	Richard Schaeffer

	Title:
	
	Chairman of the Board

	By:
	
	/S/
	JAMES E. NEWSOME

	Name:
	
	James E. Newsome

	Title:
	President and Chief Executive Officer



[Signature Page to Amendment No. 3 to the Merger Agreement]
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EXHIBIT C[image: ]

AS AMENDED [—], 2008

SECOND AMENDED AND RESTATED

CERTIFICATE OF INCORPORATION

OF

NEW YORK MERCANTILE EXCHANGE, INC.

New York Mercantile Exchange, Inc. (hereinafter referred to as the “Corporation”), which was originally incorporated in the State of Delaware on May 11, 2000, hereby certifies that this Second Amended and Restated Certificate of Incorporation was duly adopted in accordance with the provisions of Sections 242 and 245 of the General Corporation Law of the State of Delaware. This Second Amended and Restated Certificate of Incorporation amends, restates and integrates the provisions of the Corporation’s amended and restated certificate of incorporation as hereby amended. The text of the amended and restated certificate of incorporation as heretofore amended is hereby restated to read in its entirety as follows:

ARTICLE I

NAME

The name of the corporation is New York Mercantile Exchange, Inc.

ARTICLE II

REGISTERED AGENT

The address of the registered office of the Corporation in the State of Delaware is 1209 Orange Street, City of Wilmington, County of New Castle, Delaware 19801. The name of the registered agent of the Corporation at such address is The Corporation Trust Company.

ARTICLE III

CORPORATE PURPOSES

The nature of the business or purposes to be conducted or promoted by the Corporation are to engage in any lawful act or activity for which corporations may be organized under the Delaware General Corporation Law (as amended from time to time, the “DGCL”).

ARTICLE IV

MEMBERSHIP

A. General.

The Corporation shall have no authority to issue capital stock. The terms and conditions of membership in the Corporation shall be as provided in or pursuant to this Certificate of Incorporation, the Bylaws of the Corporation (the “Bylaws”) and the Rules and Regulations of the Corporation as in effect from time to time (the “Rules”).
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B. Classes and Series of Membership[image: ].

The membership interests that the Corporation shall have authority to issue shall consist of not more than 816 Class A Memberships (the “Class A Memberships” and the owners thereof, the “Class A Members”) and one Class B Membership (the “Class B Membership” and the owner thereof, the “Class B Member”). The terms, conditions, preferences and rights of the Class A Memberships and the Class B Membership shall be as set forth in this Certificate of Incorporation, the Bylaws and the Rules. The Class A Members shall not have the right to vote on any matter, except as and to the extent provided in Article IX of this Certificate of Incorporation. The Class A Members shall have no interest in the profits of the Corporation and shall have no right to receive any dividend or other distribution (including upon liquidation, dissolution, winding-up or otherwise) to be declared, paid or distributed by the Corporation or the right to receive any consideration upon the merger or consolidation of the Corporation, which rights shall be vested solely in the Class B Member. Except to the extent (if any) required by law and Article IX of this Certificate of Incorporation, the Class B Member shall have the exclusive right to vote on any matter to be voted on by the members of the Corporation. The Class B Member shall have the exclusive right to receive any dividend or other distribution (including upon liquidation, dissolution, winding-up or otherwise) to be declared, paid or distributed by the Corporation or any consideration upon the merger or consolidation of the Corporation. The Class B Membership initially shall be held by CMEG NYMEX Holdings Inc., a Delaware corporation. The Board of Directors of the Corporation shall have the authority to create additional classes of memberships with such rights and limitations as the Board of Directors determines. Each Class A Member shall be entitled to one vote for each Class A Membership on any matter on which such Class A Member is entitled to vote. Each Class B Member shall have one vote on any matter on which such Class B Member is entitled to vote.

C. Class A Member Trading Rights.

Holders of Class A Memberships who meet the applicable membership and eligibility requirements set forth in this Certificate of Incorporation, the Bylaws and the Rules shall have (i) the rights to trade on the open outcry and electronic facilities of the Corporation (and owners thereof shall have the right to lease such rights) in each case in compliance with this Certificate of Incorporation, the Bylaws and the Rules and (ii) the other rights set forth in this Section (C) of this Article IV of this Certificate of Incorporation.

1. Classes of Memberships.

The Corporation shall not increase the number of Class A Memberships to a number greater than 816. The Corporation shall not create any new class of memberships in the Corporation with any rights to trade or to broker trades of any futures and options products that were traded on the Corporation’s open outcry trading system as of July 18, 2008, on the open outcry facility of the Corporation.

2. Clearing Members.

In addition to any Rules or other qualifications set forth by the Corporation, a Member Firm, as so designated pursuant to the Rules, shall hold not fewer than two (2) Class A Memberships in order to qualify (a) as a Clearing Member, as such term is defined in the Rules, and (b) for member rates.

3. Transaction Fees.

The transaction fee for Class A Members trading futures and options products that were traded on the Corporation’s open outcry trading system and/or electronic trading system as of July 18, 2008 for their accounts, whether utilizing the open outcry trading system or the electronic trading system, shall be lower than the transaction fees charged to any participant who is not a holder of a Class A Membership for the same product; provided, however, that the foregoing shall not prohibit the Board of Directors of the Corporation from establishing transaction fees on a non-permanent basis in connection with a market maker program or other programs designed to build market liquidity. This fee differential shall be maintained for so long as either Chicago Mercantile Exchange Inc. or Board of Trade of the City of Chicago, Inc. maintains a comparable fee differential.
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Each Member Firm, as so designated pursuant to the Rules, shall receive member rates on trades for any account wholly-owned by such Member Firm independent of the identity of the individual that executes the relevant trade.[image: ]

Each Individual Member, as so designated pursuant to the Rules, shall receive member rates for trades on any account wholly owned by such Individual Member, or any account jointly owned if all owners of such account are holders of Class A Memberships; provided that a holder of a Class A Membership executes the relevant trade. Additionally, for each Class A Membership owned or leased by an Individual Member, such member shall receive member rates for products traded electronically in such account for no more than three (3) individuals (in addition to the owner) to whom such owner or for no more than one (1) individual (in addition to the lessee) to whom such lessee assigns power of attorney rights pursuant to the Rules.

4. Open Outcry Facility.

The Corporation shall maintain facilities for an open outcry market for the trading (the “Trading Floor”) of futures and options contracts traded on the Trading Floor as of July 18, 2008 (the “Current Products”) until December 31, 2012. Following December 31, 2012, at any time following the end of the first full fiscal quarter as to which the Trading Floor does not satisfy the financial tests set forth below for such quarter (the “Quarterly Financial Tests”), the Corporation shall have the right to close the Trading Floor. Prior to closing the Trading Floor, the Corporation shall have the right to close any individual trading ring and terminate open outcry trading of any Current Products traded in such trading ring, if the Trading Floor would have satisfied the Quarterly Financial Tests for the immediately preceding fiscal quarter, on a pro forma basis, assuming that such trading ring was closed as of the first day of the testing period. The Corporation shall measure the Quarterly Financial Tests within sixty (60) days following each full fiscal quarter. The Corporation shall give the Class A Members at least thirty (30) days’ notice of the closing of the Trading Floor or any trading ring.

In the event that the Trading Floor does not satisfy both of the tests set forth below at the end of any fiscal quarter, it will be deemed to have failed the Quarterly Financial Tests for that fiscal quarter.

(a) Revenue

The Revenue from the Trading Floor generated during the fiscal quarter for which the financial test is being measured and the immediately preceding quarter must exceed 50% of the Revenue from the Trading Floor for fiscal 2007 divided by two (2).

(b) Profitability

The Trading Floor After-Tax Profit Margin for the fiscal quarter for which the financial test is being measured and the immediately preceding quarter must equal or exceed 50% of the CME Group Inc. After-Tax Profit Margin for that same period.

For purposes of this calculation:

“Revenue from the Trading Floor” means the transaction fees, clearing fees (if separately charged), and other direct ancillary fees (e.g. booth rental) generated from open outcry trading on the Trading Floor.

“Trading Floor Expenses” means the direct expenses incurred to operate the Trading Floor, including but not limited to facility costs including rent (or implied rent), utilities, taxes, security, insurance, telecommunications costs, amenities; trading expenses including market surveillance for Trading Floor trades, license fees, market maker fees, data vendor fees, and all computer software and hardware costs (including maintenance fees); depreciation on capital expenditures at the Trading Floor; staff and direct management of the staff for the Trading Floor; and all applicable city, state and federal taxes associated with the income or revenue generated from the Trading Floor.

“Trading Floor After-Tax Profit Margin” means the percentage derived by dividing (1) Revenue from the Trading Floor net of Trading Floor Expenses by (2) Revenue from the Trading Floor for the applicable period.
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“[image: ]CME Group Inc. After-Tax Profit Margin” means the percentage derived by (1) multiplying (x) CME Group Inc.’s consolidated operating income for the applicable period by (y) the difference between 1 (one) and CME Group Inc’s effective corporate tax rate and (2) dividing that amount by CME Group Inc’s consolidated total revenues for the applicable period. The amounts shall be obtained or derived from the financial statements included in the applicable quarterly or annual reports filed by CME Group Inc. with the Securities and Exchange Commission.

The Trading Floor shall be the exclusive venue for the open outcry trading for Current Products for so long as such products are traded on the Trading Floor. The Corporation is under no obligation to provide a backup or alternative facility for open outcry trading if the Trading Floor is rendered inoperable for any reason. In the event that the Trading Floor is rendered inoperable for any reason, the electronic trading platform, if any, on which any Current Product then is traded shall serve as the venue for trading such Current Product.

5. Moratorium on the Relocation of Current Products.

In the event that open outcry trading of any Current Product is terminated subject to Section (C)(4) of this Article IV, the Corporation will not, nor will it cause any subsidiary to, commence open outcry trading of such Current Product in the City of Chicago for a period of 540 days following such closure (the “540-Day Moratorium”). Notwithstanding the foregoing, open outcry trading of a Current Product may commence in the City of Chicago during the 540-Day Moratorium if the Board of Directors of the Corporation approves such action and within fifteen (15) days after given written notice of such action in reasonable detail to the holders of Class A Memberships and

(1) the owners of Class A Memberships entitled to cast 10% of the total number of votes entitled to be cast at a special meeting to approve the removal of the 540-Day Moratorium for such Current Product do not make written demand for a special meeting that complies with the requirements set forth below; or

(2) the owners of Class A Memberships entitled to cast 10% of the total number of votes entitled to be cast at a special meeting do make written demand for a special meeting that complies with the applicable requirements listed below and at such special meeting a majority of the voting power of the outstanding Class A Memberships approves the removal of such 540-Day Moratorium.

Any notice sent by the Corporation to Class A Members in connection with a special meeting under this Section (C)(5) of this Article IV shall be accompanied by a response form through which a Class A Member may request a special meeting and the 10% threshold shall be deemed met if such forms, by themselves or collectively with one or more other written demands or petitions (which may be delivered by fax or electronically to the Secretary of the Corporation), reflect that the owners of at least 10% of the Class A Memberships are requesting a special meeting to vote on the approval of the commencement of open outcry trading in the City of Chicago of a Current Product subject to the 540-Day Moratorium. Within three

(3) business days after any Class A Member so requests such a special meeting, the Secretary of the Corporation shall confirm (by fax or electronically, in addition to regular mail), to each Class A Member submitting a response form, written demand or petition, receipt of such Class A Member’s request and whether the 10% threshold has, or has not, at that time been met. The written demand may also specify the date of such special meeting (in which case such meeting date shall be a business day which is not less than thirty (30) nor more than sixty (60) days from the date of such written demand).

6. Location of Open Outcry Trading Facility.

The Corporation shall maintain the Trading Floor at its existing location for so long as the Occupancy Agreement, dated as of May 18, 1995, among

The City of New York, New York State Urban Development Corporation, New York City Economic Development Corporation, Battery Park City Authority and the Corporation, including its wholly-owned subsidiary, Commodity Exchange, Inc., remains in effect, and thereafter, at another location in the Borough of Manhattan.
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ARTICLE V[image: ]

MANAGEMENT OF AFFAIRS

The following provisions are inserted for the management of the business and the conduct of the affairs of the Corporation, and for further definition, limitation and regulation of the powers of the Corporation and of its directors and members:

A. General.

In accordance with Sections 141(a) and 141(j) of the DGCL, the business and affairs of the Corporation shall be managed by or under the direction of the Board of Directors of the Corporation; such power to include, without limitation, to (i) adopt, from time to time, Rules relating to criteria for eligibility for membership and procedures for becoming a member and any requirements or procedures for the acquisition or transfer of a membership as it may determine; and

(ii) establish the Rules applicable to Class A Members, including, without limitation, relating to fees, financial standards and obligations for dues, assessments and fines, subject in each case to Section (C) of Article IV of this Certificate of Incorporation. In addition to the powers and authority expressly conferred upon them by statute or by this Certificate of Incorporation or the Bylaws, the directors are hereby empowered to exercise all powers and do all acts and things as may be exercised or done by the Corporation, subject, nevertheless, to the provisions of the DGCL, this Certificate of Incorporation and any Bylaws; provided, however, that no Bylaws hereafter adopted by the Class B Member shall invalidate any prior act of the directors which would have been valid if such Bylaws had not been adopted.

B. Action by Written Consent.

The Class A Members shall not have the right to take action by written consent in lieu of a meeting and shall have no right to initiate any proposal, at or for any meeting of members.

The Class B Member shall have the right to effect by consent in writing any action which would require the approval of the Class B Member at a duly called annual or special meeting of the Class B Member.

ARTICLE VI

BOARD OF DIRECTORS

The number of directors of the Corporation shall be as from time to time fixed by, the Board of Directors of the Corporation. Election of directors need not be by written ballot unless the Bylaws so provide.

ARTICLE VII

AMENDMENT OF BYLAWS AND RULES

The Board of Directors of the Corporation is expressly empowered to adopt, amend or repeal the Bylaws. The Class B Member shall also have power to adopt, amend or repeal the Bylaws. The only member of the Corporation with any power to adopt, amend or repeal the Bylaws shall be the Class B Member, and no other member of, or class or series of membership in, the Corporation shall have any such power. No member of, or class or series of membership in, the Corporation shall have any power to adopt, amend or repeal the Rules.
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ARTICLE VIII[image: ]

LIMITATION OF LIABILITY; INDEMNIFICATION

No director shall be personally liable to the Corporation or any of its members for monetary damages for breach of fiduciary duty as a director, except for liability (i) for any breach of the director’s duty of loyalty to the Corporation or its members, (ii) for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of law, (iii) pursuant to Section 174 of the DGCL or (iv) for any transaction from which the director derived an improper personal benefit. Any repeal or modification of this Article VIII of this Certificate of Incorporation by the Class B Member shall not adversely affect any right or protection of a director of the Corporation existing at the time of such repeal or modification with respect to acts or omissions occurring prior to such repeal or modification.

The Corporation shall indemnify its directors to the fullest extent authorized or permitted by law, as now or hereafter in effect, and such right to indemnification shall continue as to a person who has ceased to be a director of the Corporation and shall inure to the benefit of his or her heirs, executors and personal and legal representatives; provided, however, that, except for proceedings to enforce rights to indemnification, the Corporation shall not be obligated to indemnify any director (or his or her heirs, executors or personal or legal representatives) in connection with a proceeding (or part thereof) initiated by such person unless such proceeding (or part thereof) was authorized or consented to by the Board of Directors. The right to indemnification conferred by this Article VIII of this Certificate of Incorporation shall include the right to be paid by the Corporation the expenses incurred in defending or otherwise participating in any proceeding in advance of its final disposition.

The Corporation may, to the extent authorized from time to time by the Board of Directors, provide rights to indemnification and to the advancement of expenses to officers, employees and agents of the Corporation similar to those conferred in this Article VIII of this Certificate of Incorporation to directors of the Corporation.

The rights to indemnification and to the advancement of expenses conferred in this Article VIII of this Certificate of Incorporation shall not be exclusive of any other right which any person may have or hereafter acquire under this Certificate of Incorporation, the Bylaws of the Corporation, any statute, agreement, vote of the Class B Member or disinterested directors or otherwise.

Any repeal or modification of this Article VIII of this Certificate of Incorporation by the Class B Member shall not adversely affect any rights to indemnification and to the advancement of expenses of a director or officer of the Corporation existing at the time of such repeal or modification with respect to any acts or omissions occurring prior to such repeal or modification.

Except for the rights expressly provided in Section (C) of Article IV of this Certificate of Incorporation and as otherwise provided under Delaware law, the Board of Directors of the Corporation will have full and absolute discretion to manage the business and affairs of the Corporation and shall have the sole and absolute right, without any duty to any Class A Member, to set and establish the rules and regulations that govern the trading and operations of the Corporation and any of its subsidiaries.
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ARTICLE IX[image: ]

AMENDMENT OF CERTIFICATE OF INCORPORATION

The Corporation reserves the right to amend, modify or repeal any provision contained in this Certificate of Incorporation in the manner prescribed by the laws of the State of Delaware, and all rights conferred upon the members of the Corporation are granted subject to this reservation. Any amendment of, or modification or repeal of any provision contained in Section (C) of Article IV of this Certificate of Incorporation or this sentence of this Article IX of this Certificate of Incorporation shall require, first, the approval of the Board of Directors of the Corporation and second, the approval of a majority of the votes cast by the Class A Members. Except as provided in the immediately preceding sentence, any amendment of, or modification or repeal of any provision contained in, this Certificate of Incorporation shall require, first, the approval of the Board of Directors of the Corporation and, second, the approval of the Class B Member and no other member or series or class of membership shall have the right to vote on any such amendment or repeal.

* * * *
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EXHIBIT D[image: ]

FORM OF WAIVER AND RELEASE

Capitalized terms used but not otherwise defined herein shall have the meaning ascribed thereto in the Merger Agreement.

By executing this Waiver and Release, and effective upon acceptance of the Membership Rights Payment, the Class A Member, for itself and its past, present, and future direct and indirect subsidiaries, shareholders, members, equityholders, Affiliates, and its and their respective successors and assigns and, if the Class A Member is a natural person, for himself or herself, the Class A Member’s spouse, heirs, administrators, children, representatives, executors, successors and assigns, and any other person (natural or otherwise) acting or purporting to act on behalf of any of the foregoing (“Releasing Parties”), effective as of the Effective Time, hereby absolutely, unconditionally and irrevocably waives any right to and releases and forever discharges NYMEX Holdings, NYMEX, CME Group, Merger Sub, the CME Group Subsidiaries and each of their respective Affiliates, shareholders, related organizations, agents, employees, officers, directors, advisors, successors and assigns (collectively, the “Released Parties”) from any and all manner of causes of action, damages, liabilities, obligations, promises, judgments, claims and demands of any nature whatsoever, in law or in equity, of every kind and description, whether known or unknown, suspected, absolute or contingent (“Actions”), which such Releasing Parties (in any capacity whatsoever, including, without limitation, their capacities as stockholders of NYMEX Holdings) ever had, now have or hereafter can, shall or may have against any Released Party, including, without limitation, those Actions arising out of

(i) the form and structure of the transactions relating to the Membership Rights Payments, (ii) the amount and form of consideration received by any Releasing Party in connection with the Membership Rights Payments, (iii) the transactions entered into in contemplation of or in connection with the Membership Rights Payments, including, without limitation, the Merger, and (iv) any such Releasing Parties’ ownership of the Class A Memberships, including, without limitation, any and all rights any Releasing Party may have under Section 311G of the Bylaws of NYMEX (the “Bylaws”); provided, however, that this waiver and release shall not apply to the respective rights and obligations of the Releasing Parties to receive the Merger Consideration, if applicable, to enforce their rights to receive the Membership Rights Payments under the Merger Agreement and to enforce their rights as provided under Section (C) of Article IV and under the second sentence of Article IX of the Certificate of Incorporation of NYMEX.
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EXHIBIT F[image: ]

FORM OF WAIVER AND RELEASE

Capitalized terms used but not otherwise defined herein shall have the meaning ascribed thereto in the Merger Agreement.

By executing this Waiver and Release, and effective upon acceptance of the Membership Rights Payment, the Class A Member, for itself and its past, present, and future direct and indirect subsidiaries, shareholders, members, equityholders, Affiliates, and its and their respective successors and assigns and, if the Class A Member is a natural person, for himself or herself, the Class A Member’s spouse, heirs, administrators, children, representatives, executors, successors and assigns, and any other person (natural or otherwise) acting or purporting to act on behalf of any of the foregoing (“Releasing Parties”), effective as of the Effective Time, hereby absolutely, unconditionally and irrevocably waives any right to and releases and forever discharges NYMEX Holdings, NYMEX, CME Group, Merger Sub, the CME Group Subsidiaries and each of their respective Affiliates, shareholders, related organizations, agents, employees, officers, directors, advisors, successors and assigns (collectively, the “Released Parties”) from any and all manner of causes of action, damages, liabilities, obligations, promises, judgments, claims and demands of any nature whatsoever, in law or in equity, of every kind and description, whether known or unknown, suspected, absolute or contingent (“Actions”), which such Releasing Parties (in any capacity whatsoever, including, without limitation, their capacities as stockholders of NYMEX Holdings) ever had, now have or hereafter can, shall or may have against any Released Party, including, without limitation, those Actions arising out of

(i) the form and structure of the transactions relating to the Membership Rights Payments, (ii) the amount and form of consideration received by any Releasing Party in connection with the Membership Rights Payments, (iii) the transactions entered into in contemplation of or in connection with the Membership Rights Payments, including, without limitation, the Merger, and (iv) any such Releasing Parties’ ownership of the Class A Memberships, including, without limitation, any and all rights any Releasing Party may have under Section 311G of the Bylaws of NYMEX (the “Bylaws”); provided, however, that this waiver and release shall not apply to the respective rights and obligations of the Releasing Parties to receive the Merger Consideration, if applicable, to enforce their rights to receive the Membership Rights Payments under the Merger Agreement and to enforce their rights as provided under Section (C) of Article IV and under the second sentence of Article IX of the Certificate of Incorporation of NYMEX.
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Annex L[image: ]

FORM OF WAIVER AND RELEASE

Capitalized terms used but not otherwise defined herein shall have the meaning ascribed thereto in the Merger Agreement.

By executing this Waiver and Release, and effective upon acceptance of the Membership Rights Payment, the Class A Member, for itself and its past, present, and future direct and indirect subsidiaries, shareholders, members, equityholders, Affiliates, and its and their respective successors and assigns and, if the Class A Member is a natural person, for himself or herself, the Class A Member’s spouse, heirs, administrators, children, representatives, executors, successors and assigns, and any other person (natural or otherwise) acting or purporting to act on behalf of any of the foregoing (“Releasing Parties”), effective as of the Effective Time, hereby absolutely, unconditionally and irrevocably waives any right to and releases and forever discharges NYMEX Holdings, NYMEX, CME Group, Merger Sub, the CME Group Subsidiaries and each of their respective Affiliates, shareholders, related organizations, agents, employees, officers, directors, advisors, successors and assigns (collectively, the “Released Parties”) from any and all manner of causes of action, damages, liabilities, obligations, promises, judgments, claims and demands of any nature whatsoever, in law or in equity, of every kind and description, whether known or unknown, suspected, absolute or contingent (“Actions”), which such Releasing Parties (in any capacity whatsoever, including, without limitation, their capacities as stockholders of NYMEX Holdings) ever had, now have or hereafter can, shall or may have against any Released Party, including, without limitation, those Actions arising out of

(i) the form and structure of the transactions relating to the Membership Rights Payments, (ii) the amount and form of consideration received by any Releasing Party in connection with the Membership Rights Payments, (iii) the transactions entered into in contemplation of or in connection with the Membership Rights Payments, including, without limitation, the Merger, and (iv) any such Releasing Parties’ ownership of the Class A Memberships, including, without limitation, any and all rights any Releasing Party may have under Section 311G of the Bylaws of NYMEX (the “Bylaws”); provided, however, that this waiver and release shall not apply to the respective rights and obligations of the Releasing Parties to receive the Merger Consideration, if applicable, to enforce their rights to receive the Membership Rights Payments under the Merger Agreement and to enforce their rights as provided under Section (C) of Article IV and under the second sentence of Article IX of the Certificate of Incorporation of NYMEX.
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Exhibit 31.1

CERTIFICATIONS

I, Craig S. Donohue, certify that:

1. I have reviewed this report on Form 10-Q of CME Group Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

Date: November 10, 2008


/s/ Craig S. Donohue
[image: ]

Name:	Craig S. Donohue

Title:	Chief Executive Officer

Exhibit 31.2

I, James E. Parisi, certify that:

1. I have reviewed this report on Form 10-Q of CME Group Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

Date November 10, 2008

/s/ James E. Parisi
[image: ]

Name:	James E. Parisi

Title:	Chief Financial Officer

Exhibit 32.1

Certification of CEO and CFO Pursuant to

18 U.S.C. Section 1350,

as Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report on Form 10-Q of CME Group Inc. (the “Company”) for the quarter ended September 30, 2008 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), Craig S. Donohue, as Chief Executive Officer of the Company, and James E. Parisi, as Chief Financial Officer of the Company, each hereby certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to the best of his knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


/s/ Craig S. Donohue
[image: ]

Name:	Craig S. Donohue

Title:	Chief Executive Officer

Date: November 10, 2008


/s/ James E. Parisi
[image: ]

Name:	James E. Parisi

Title:	Chief Financial Officer

Date: November 10, 2008

This certification accompanies the Report pursuant to § 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of §18 of the Securities Exchange Act of 1934, as amended.

A signed original of this written statement required by § 906 of the Sarbanes-Oxley Act of 2002 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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