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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 has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes No

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

Large accelerated filer Accelerated filer

Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting company

Emerging growth company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes No

On August 6, 2018, the registrant had 291,995,573 shares of Class A common stock, $0.01 par value, and 34,848,107
shares of Class B common stock, $0.01 par value, outstanding.
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SPECIAL NOTE ON FORWARD-LOOKING INFORMATION

This Quarterly Report on Form 10-Q (“Form 10-Q”) contains forward-looking statements within the meaning of

Section 27A of the Securities Act of 1933, as amended, which we refer to as the “Securities Act,” and Section 21E of the
Securities Exchange Act of 1934, as amended, which we refer to as the “Exchange Act.” Such statements are based upon
current expectations that involve risks and uncertainties. Any statements contained herein that are not statements of
historical fact may be deemed to be forward-looking statements. For example, words such as “may,” “will,” “should,”
“estimates,” “predicts,” “possible,” “potential,” “continue,” “strategy,” “believes,” “anticipates,” “plans,
expressions are intended to identify forward-looking statements.

99 ¢ 9 99 ¢ 9 ¢ LN 9 ¢ 99 ¢

expects,” “intends,”

Our actual results and the outcome and timing of certain events may differ significantly from the expectations
discussed in the forward-looking statements. Factors that might cause or contribute to such a discrepancy include, but
are not limited to, the factors set forth below and may impact either or both of our operating segments:

market conditions, including trading volume and volatility, potential deterioration of equity and debt capital markets
and markets for commercial real estate and related services, and our ability to access the capital markets;

pricing, commissions and fees, and market position with respect to any of our products and services and those of our
competitors;

the effect of industry concentration and reorganization, reduction of customers, and consolidation;

tiquidity, regulatory, and clearing capital requirements and the impact of credit market events;

our relationships and transactions with Cantor Fitzgerald, L.P. and its affiliates, which we refer to as “Cantor,”
including Cantor Fitzgerald & Co., which we refer to as “CF&Co,” and Cantor Commercial Real Estate Company,
L.P., which we refer to as “CCRE,” as well as those with our publicly traded subsidiary, Newmark Group, Inc., which
owns our Real Estate Services business and which we refer to as “Newmark,” any related conflicts of interest, any
impact of Cantor’s results on our credit ratings and associated outlooks, any loans to or from us, Newmark or Cantor,
the Berkeley Point Acquisition (defined below) from and our investment in Real Estate LP (defined below) with
CCRE, CF&Co’s acting as our sales agent or underwriter under our controlled equity or other offerings, Cantor’s
holdings of our debt securities, CF&Co’s acting as a market maker in our debt securities, CF&Co’s acting as our
financial advisor in connection with potential business combinations, dispositions, or other transactions, our
participation in various investments, stock loans or cash management vehicles placed by or recommended by
CF&Co, and any services provided by or other arrangements with CCRE;

risks associated with the integration of acquired businesses with our other businesses;

economic or geopolitical conditions or uncertainties, the actions of governments or central banks, including
uncertainty regarding the nature, timing and consequences of the U.K. exit from the European Union following the
referendum and related rulings, including potential reduction in investment in the U.K., and the pursuit of trade or
other related policies by the U.S. and/or other countries, and the impact of terrorist acts, acts of war or other violence
or political unrest, as well as natural disasters or weather-related or similar events, including power failures,
communication and transportation disruptions, and other interruptions of utilities or other essential services
(including recent hurricanes);

the effect on our businesses, our clients, the markets in which we operate, and the economy in general of recent
changes in the U.S. and foreign tax and other laws, potential policy and regulatory changes from the new government
in Mexico, possible shutdowns of the U.S. government, sequestrations, uncertainties regarding the debt ceiling and
the federal budget, and other potential political policies and impasses;

the effect on our businesses of worldwide governmental debt issuances, austerity programs, increases or decreases in
deficits, and other changes to monetary policy, and potential political impasses or regulatory requirements, including
increased capital requirements for banks and other institutions or changes in legislation, regulations and priorities;
extensive regulation of our businesses and customers, changes in regulations relating to financial services companies,
commercial real estate and other industries, and risks relating to compliance matters, including regulatory
examinations, inspections, investigations and enforcement actions, and any resulting costs, increased financial and
capital requirements, enhanced oversight, fines, penalties, sanctions, and changes to or restrictions or limitations on
specific activities, operations, compensatory arrangements, and growth opportunities, including acquisitions, hiring,
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and new businesses, products, or services;
factors related to specific transactions or series of transactions, including credit, performance, and principal risk,
trade failures, counterparty failures, and the impact of fraud and unauthorized trading;
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risks related to changes in our relationships with the Government Sponsored Enterprises (“GSEs”) and Housing and
Urban Development (“HUD”), changes in prevailing interest rates and the risk of loss in connection with loan defaults;
risks related to changes in the future of the GSEs, including changes in the terms of applicable conservatorships and
changes in their origination capacities;

costs and expenses of developing, maintaining, and protecting our intellectual property, as well as employment and
other litigation and their related costs, including judgments or settlements paid or received and the impact thereof on
our financial results and cash flows in any given period;

certain financial risks, including the possibility of future losses, reduced cash flows from operations, increased
leverage and the need for short- or long-term borrowings, including from Cantor, the ability of us or Newmark to
refinance our respective indebtedness, or other sources of cash relating to acquisitions, dispositions, or other matters,
potential liquidity and other risks relating to our ability to obtain additional financing or refinancing of existing debt
on terms acceptable to us, if at all, and risks of the resulting leverage, including potentially causing a reduction in our
credit ratings and the associated outlooks and increased borrowing costs, including as a result of the Berkeley Point
Acquisition (defined below), as well as interest rate and foreign currency exchange rate fluctuations;

risks associated with the temporary or longer-term investment of our available cash, including defaults or
impairments on our investments, stock loans or cash management vehicles and collectability of loan balances owed
to us by partners, employees, or others;

our ability to enter new markets or develop new products, trading desks, marketplaces, or services for existing or new
customers and to induce such customers to use these products, trading desks, marketplaces, or services and to secure
and maintain market share;

our ability to enter into marketing and strategic alliances and business combinations or other transactions in the
financial services, real estate, and other industries, including acquisitions, tender offers, dispositions, reorganizations,
partnering opportunities and joint ventures, and our ability to maintain or develop relationships with independently
owned offices in our Real Estate Services business and our ability to grow in other geographic regions, including the
Berkeley Point Acquisition and the Separation (defined below), the Newmark IPO (defined below) and our proposed
distribution of shares of Newmark owned by us, the anticipated benefits of any such transactions, relationships or
growth and the future impact of such transactions, relationships or growth on our other businesses and our financial
results for current or future periods, the integration of any completed acquisitions and the use of proceeds of any
completed dispositions, and the value of and any hedging entered into in connection with consideration received or to
be received in connection with such dispositions and any transfers thereof;

the timing of the distribution of the shares we own in Newmark to our stockholders and whether the distribution will
occur at all;

our estimates or determinations of potential value with respect to various assets or portions of our businesses,
including with respect to the accuracy of the assumptions or the valuation models or multiples used;

our ability to hire and retain personnel, including brokers, salespeople, managers, and other professionals;

our ability to expand the use of technology for hybrid and fully electronic trading in our product and service
offerings;

our ability to effectively manage any growth that may be achieved, while ensuring compliance with all applicable
financial reporting, internal control, legal compliance, and regulatory requirements;

our ability to identify and remediate any material weaknesses in our internal controls that could affect our ability to
prepare financial statements and reports in a timely manner, control our policies, practices and procedures, operations
and assets, assess and manage our operational, regulatory and financial risks, and integrate our acquired businesses
and brokers, salespeople, managers and other professionals;

the effectiveness of our risk management policies and procedures, and the impact of unexpected market moves and
similar events;

tnformation technology risks, including capacity constraints, failures, or disruptions in our systems or those of the
clients, counterparties, exchanges, clearing facilities, or other parties with which we interact, including cybersecurity
risks and incidents, privacy risk and exposure to potential liability and regulatory focus;

the fact that the prices at which shares of our Class A common stock are sold in one or more of our controlled equity
offerings or in other offerings or other transactions or the price of shares in Newmark that we own may vary
significantly, and purchasers of shares in such offerings or other transactions, as well as existing stockholders, may
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dilution if the price they paid for their shares is higher than the price paid by other purchasers in such offerings or
transactions;
our ability to meet expectations with respect to payments of dividends and distributions and repurchases of shares of
our Class A common stock and purchases or redemptions of limited partnership interests of BGC Holdings, L.P.,
which we refer to as “BGC Holdings,” or other equity interests in us or any of our other subsidiaries, including
Newmark and its subsidiaries, including from Cantor, our executive officers, other employees, partners, and others,
and the net proceeds to be realized by us from offerings of our shares of Class A common stock; and
the effect on the market for and trading price of our Class A common stock and Newmark’s Class A common stock
and of various offerings and other transactions, including our controlled equity and other offerings of our Class A
common stock and convertible or exchangeable securities, the Separation, the Newmark IPO and the proposed
distribution of shares of Newmark owned by us, our repurchases of shares of our Class A common stock and
purchases of BGC Holdings limited partnership interests or other equity interests in us or in our subsidiaries,
including Newmark and its subsidiaries, any exchanges by Cantor of shares of our Class A common stock for shares
of our Class B common stock, any exchanges or redemptions of limited partnership units and issuances of shares of
Class A common stock in connection therewith, including in partnership restructurings, our payment of dividends on
our Class A common stock and distributions on BGC Holdings limited partnership interests, convertible arbitrage,
hedging, and other transactions engaged in by holders of our outstanding debt or other securities, share sales and
stock pledge, stock loan, and other financing transactions by holders of our shares (including by Cantor or others),
including of shares acquired pursuant to our employee benefit plans, unit exchanges and redemptions, partnership
restructurings, acquisitions, conversions of our Class B common stock and our other convertible securities, stock
pledge, stock loan, or other financing transactions, and distributions from Cantor pursuant to Cantor’s distribution
rights obligations and other distributions to Cantor partners, including deferred distribution rights shares
The foregoing risks and uncertainties, as well as those risks and uncertainties set forth in this Quarterly Report on
Form 10-Q, may cause actual results and events to differ materially from the forward-looking statements. The
information included herein is given as of the filing date of this Form 10-Q with the Securities and Exchange
Commission (the “SEC”), and future results or events could differ significantly from these forward-looking statements.
The Company does not undertake to publicly update or revise any forward-looking statements, whether as a result of
new information, future events, or otherwise.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the Securities and

Exchange Commission (the “SEC”). You may read and copy any document we file at the SEC’s Public Reference Room
located at One Station Place, 100 F Street, N.E., Washington, D.C. 20549. You can also request copies of the
documents, upon payment of a duplicating fee, by writing the Public Reference Section of the SEC. Please call the

SEC at 1-800-SEC-0330 for further information on the Public Reference Room. These filings are also available to the
public from the SEC’s website at www.sec.gov.

Our website address is www.bgcpartners.com. Through our website, we make available, free of charge, the following
documents as soon as reasonably practicable after they are electronically filed with, or furnished to, the SEC: our
Annual Reports on Form 10-K; our proxy statements for our annual and special stockholder meetings; our Quarterly
Reports on Form 10-Q; our Current Reports on Form 8-K; Forms 3, 4 and 5 and Schedules 13D filed on behalf of
Cantor, CF Group Management, Inc. (“CFGM?”), our directors and our executive officers; and amendments to those
documents. Our website also contains additional information with respect to our industry and business. The
information contained on, or that may be accessed through, our website is not part of, and is not incorporated into, this
Quarterly Report on Form 10-Q.
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PART I—FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

BGC PARTNERS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
(in thousands, except per share data)

(unaudited)

Assets

Cash and cash equivalents

Restricted cash

Cash segregated under regulatory requirements
Securities owned

Marketable securities

Loans held for sale, at fair value

Receivables from broker-dealers, clearing organizations, customers and related
broker-dealers

Mortgage servicing rights, net

Accrued commissions and other receivables, net

Loans, forgivable loans and other receivables from employees and partners, net
Fixed assets, net

Investments

Goodwill

Other intangible assets, net

Receivables from related parties

Other assets

Total assets

Liabilities, Redeemable Partnership Interest, and Equity
Short-term borrowings

Short-term borrowings from related parties

Repurchase agreements

Securities loaned

Warehouse notes payable

Accrued compensation

Payables to broker-dealers, clearing organizations, customers and related broker-dealers

Payables to related parties

Accounts payable, accrued and other liabilities

Notes payable and other borrowings

Total liabilities

Commitments, contingencies and guarantees (Note 23)
Redeemable partnership interest

Equity

Stockholders’ equity:

June 30,
2018

$398,469
258,677
164,879
57,414
78,109
547,968

1,731,288
392,040
798,848
409,553
210,462
167,759
946,855
298,109
6,602
381,641
$6,848,673

$5,187
130,000
3,108
77,504
540,571
471,329
1,516,934
77,620
1,022,681
1,289,269
5,134,203

47,116

December 31,
2017

$634,333
162,457
33,007
208,176
362,635

745,402
392,626
620,039
335,734
189,347
141,788
945,582
311,021
3,739

343,826

$5,429,712

$6,046

202,343
360,440
432,733
607,580
40,988
942917
1,650,509
4,243,556

46,415

11
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Class A common stock, par value $0.01 per share; 750,000 shares authorized;
341,030 and 306,218 shares issued at June 30, 2018 and December 31,2017,
respectively; and 290,910 and 256,968 shares outstanding at June 30, 2018 and

December 31, 2017, respectively
Class B common stock, par value $0.01 per share; 150,000 shares authorized;

34,848 shares issued and outstanding at June 30, 2018 and December 31, 2017,

convertible into Class A common stock
Additional paid-in capital
Contingent Class A common stock
Treasury stock, at cost: 50,120 and 49,250 shares of Class A common stock at June 30,
2018

and December 31, 2017, respectively
Retained deficit
Accumulated other comprehensive income (loss)
Total stockholders’ equity
Noncontrolling interest in subsidiaries
Total equity
Total liabilities, redeemable partnership interest, and equity

The accompanying Notes to the unaudited Condensed Consolidated Financial Statements
are an integral part of these financial statements.

6

3,410 3,063
348 348
2,104,898 1,763,371
36,352 40,472

(312,909 ) (303,873
(860,107 ) (859,009
(19,374 ) (10,486
952,618 633,886
714,736 505,855
1,667,354 1,139,741
$6,848,673 $5,429,712

)
)
)
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BGC PARTNERS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)

(unaudited)

Revenues:

Commissions

Principal transactions

Gains from mortgage banking activities/originations, net
Real estate management and other services

Servicing fees

Fees from related parties

Data, software and post-trade

Interest income

Other revenues

Total revenues

Expenses:

Compensation and employee benefits

Allocations of net income and grant of exchangeability to

limited partnership units and FPUs
Total compensation and employee benefits
Occupancy and equipment
Fees to related parties
Professional and consulting fees
Communications
Selling and promotion
Commissions and floor brokerage
Interest expense
Other expenses
Total expenses
Other income (losses) , net:
Gain (loss) on divestiture and sale of investments
Gains (losses) on equity method investments
Other income (loss)
Total other income (losses), net
Income (loss) from operations before income taxes
Provision (benefit) for income taxes
Consolidated net income (loss)
Less: Net income (loss) attributable to noncontrolling

interest in subsidiaries
Net income (loss) available to common stockholders

Three Months Ended
June 30,

2018 2017
$658,320 $577,172
84,988 80,360
41,878 73,547
107,121 51,589
32,333 26,840

6,271 6,018
15,370 13,322
12,366 19,177
1,429 876
960,076 848,901
524,030 482,353
106,545 50,237
630,575 532,590
52,428 50,311
9,887 5,519
26,918 22,891
34,143 32,353
32,900 30,034
15,623 10,476
27,441 26,490
66,307 50,269
896,222 760,933
2,854 1,602
(810 ) 4,713
2,044 6,315
65,898 94,283
15,908 16,552
$49,990 $77,731
14,787 24,811
$35,203  $52,920

Six Months Ended

June 30,

2018 2017

$1,326,919 $1,122,892
176,906 166,103
80,792 118,808
203,999 102,219
61,259 51,672
12,861 12,956
30,469 26,409
21,114 29,183
2,403 1,852
1,916,722 1,632,094
1,058,841 942,984
171,777 113,430
1,230,618 1,056,414
107,212 101,140
17,651 12,009
52,999 44,561
68,993 64,526
62,749 54,675
29,718 20,906
54,579 45,253
134,898 92,662
1,759,417 1,492,146
— 557
8,655 1,839
33,132 9,733
41,787 12,129
199,092 152,077
51,671 23,230

$147,421  $128,847
53,444 39,102

$93,977 $89,745

13
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Per share data:

Basic earnings (loss) per share

Net income (loss) available to common stockholders (1) $35,039 $52,920 $93,813
Basic earnings (loss) per share $0.11 $0.18 $0.30
Basic weighted-average shares of common

stock outstanding 321,199 286,840 314,501
Fully diluted earnings (loss) per share
Net income (loss) for fully diluted shares $50,445 $81,872 $139,202
Fully diluted earnings (loss) per share $0.10 $0.18 $0.29
Fully diluted weighted-average shares of common stock

outstanding 481,461 451,857 480,193
Dividends declared per share of common stock $0.18 $0.18 $0.36

Dividends declared and paid per share of common stock ~ $0.18 $0.18 $0.36

(1)In accordance with ASC 260, includes a reduction for dividends on preferred stock or units.

The accompanying Notes to the unaudited Condensed Consolidated Financial Statements

are an integral part of these financial statements.

$89,745
$0.31

285,129
$138,506

$0.31

448,347
$0.34
$0.34
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BGC PARTNERS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(in thousands)

(unaudited)
Three Months Six Months Ended
Ended June 30, June 30,
2018 2017 2018 2017
Consolidated net income (loss) $49,990 $77,731 $147,421 $128,847
Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments (13,034) 4,571 (8,377 ) 11,052
Available for sale securities — 978 — 691
Total other comprehensive income (loss), net of tax (13,034) 5,549 (8,377 ) 11,743
Comprehensive income (loss) 36,956 83,280 139,044 140,590
Less: Comprehensive income (loss) attributable to noncontrolling interest
in
subsidiaries, net of tax 12,373 25,587 51,662 40,647
Comprehensive income (loss) attributable to common stockholders $24,583 $57,693 $87,382  $99,943

The accompanying Notes to the unaudited Condensed Consolidated Financial Statements

are an integral part of these financial statements.

15



Edgar Filing: BGC Partners, Inc. - Form 10-Q
BGC PARTNERS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)

Six Months Ended

June 30,

2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES:
Consolidated net income (loss) $147,421 $128,847
Adjustments to reconcile consolidated net income (loss) to net cash provided by
(used in) operating activities:
Fixed asset depreciation and intangible asset amortization 43,047 41,078
Amortization of mortgage servicing rights, net 33,925 33,161
Employee loan amortization and reserves on employee loans 16,769 17,194
Equity-based compensation and allocations of net income to limited partnership

units and FPUs 167,342 128,560
Deferred compensation expense 4,223 6,208
Gain on originated mortgage servicing rights (31,731 ) (69,265 )
Unrealized losses (gains) on loans held for sale (7,288 ) (2,534 )
Loan originations - loans held for sale (2,659,827) (5,811,773)
Loan sales - loans held for sale 2,481,782 5,952,293
Losses (gains) on equity method investments (8,655 ) (1,839 )
Amortization of discount (premium) on notes payable 470 ) (458 )
Unrealized (gain) loss on marketable securities (5,726 ) (10,243 )
Unrealized loss on derivative asset 2,808 —
Impairment of fixed assets, intangible assets and investments 1,900 1,638
Deferred tax provision (benefit) 7,121 2,975
Realized losses (gains) on marketable securities (10,787 ) (1,222 )
Change in estimated acquisition earn-out payables (980 ) (3,770 )
Loss (gain) on other investments (21,207 ) (224 )
Other (1,761 ) (932 )
Consolidated net income (loss), adjusted for non-cash and non-operating items 157,906 409,694
Decrease (increase) in operating assets:
Reverse repurchase agreements — 54,659
Securities owned (24,407 ) 1,614
Receivables from broker-dealers, clearing organizations, customers and related
broker-dealers 969,177 ) (1,147,417)

Accrued commissions and other receivables, net (117,435 ) (78,145 )
Loans, forgivable loans and other receivables from employees and partners, net 91,732 ) 47,704 )
Receivables from related parties (2,169 ) (4,099 )
Other assets (27,832 ) (18,486 )

Increase (decrease) in operating liabilities:

16
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Repurchase agreements 3,108 —
Securities loaned (124,839 ) 95,327
Accrued compensation (5,059 ) (28,714
Payables to broker-dealers, clearing organizations, customers and related

broker-dealers 909,570 1,108,124
Payables to related parties 36,632 9,553
Accounts payable, accrued and other liabilities 61,278 82,473
Net cash provided by (used in) operating activities $(194,156 ) $436,879

The accompanying Notes to the unaudited Condensed Consolidated Financial Statements

are an integral part of these financial statements.

)
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BGC PARTNERS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS—(Continued)

(in thousands)

(unaudited)

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchases of fixed assets

Capitalization of software development costs

Purchase of equity and cost method investments

Proceeds from equity method investments

Payments for acquisitions, net of cash and restricted cash acquired
Advances to related parties

Repayments from related parties

Purchase of mortgage servicing rights

Proceeds from sale of marketable securities

Capitalization of trademarks, patent defense and registration costs
Net cash (used in) provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments of notes payable and other borrowings
Proceeds from notes payable and other borrowings
Proceeds from warehouse notes payable
Repayments on warehouse notes payable

Proceeds from issuance of exchangeable preferred partnership units in

Newmark Partners, L.P.

Advances from related parties

Repayments to related parties

Earnings distributions

Redemption and repurchase of limited partnership interests
Dividends to stockholders

Repurchase of Class A common stock

Cancellation of restricted stock units in satisfaction of withholding tax requirements

Proceeds from issuance of Class A common stock, net of costs
Loan from related parties

Proceeds from short-term borrowings

Loans to related parties

Payments on acquisitions earn-outs

Net cash (used in) provided by financing activities

Effect of exchange rate changes on cash and cash equivalents, Restricted cash and Cash

segregated under regulatory requirements

Net (decrease) increase in cash and cash equivalents, Restricted cash and Cash segregated

under regulatory requirements

Six Months Ended
June 30,
2018 2017

$(21,347 ) $(21,571 )
(19,927 ) (14,341 )
(22,867 ) (888 )

5,724 243

(6,190 ) 14,434

— (285,000 )
— 155,000
(1,608 ) —

146,581 7,829

— (248 )

$80,366 $(144,542 )

$(430,794 ) $(3,523 )
70,000 $29,907
2,659,827 5,851,890
(2,479,696) (5,175,950)

152,886 —

— 241,000

— (931,000 )
(129,235 ) (68,304 )
(19,383 ) (24,156 )
(113,133 ) (96,510 )
9,711 ) (10,590 )
(647 ) (52 )
324,177 —

130,000 —

— 150,000

— (150,000 )

(7,252 ) (10,509 )
147,039 (197,797 )

(8,014 ) 7,686
25,235 102,226
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Cash and cash equivalents, Restricted cash and Cash segregated under regulatory

requirements at beginning of period 796,790
Cash and cash equivalents, Restricted cash and Cash segregated under regulatory

requirements at end of period $822,025
Supplemental cash information:

Cash paid during the period for taxes $24,208
Cash paid during the period for interest 51,537
Supplemental non-cash information:

Issuance of Class A common stock upon exchange of limited partnership interests 99,901

Issuance of Class A and contingent Class A common stock and limited partnership

interests for acquisitions 7,134

The accompanying Notes to the unaudited Condensed Consolidated Financial Statements

are an integral part of these financial statements.

10

593,435
$695,661

$20,782
45,467

56,443

4,225
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BGC PARTNERS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
For the Year Ended December 31, 2017

(in thousands, except share amounts)

BGC Partners, Inc. Stockholders
Accumulated
Contingent
Class Class Other
A B Additional Class A Noncontrolling
Comprehensive
CommonCommdtaid-in Common Treasury  Retained Interest in
Income
Stock  Stock Capital Stock Stock Deficit (Loss) Subsidiaries Total
Balance, January
1,2017 $2,925 $348 $1,662,615 $42,472 $(288,743) $(212,858) $(23,199) $449,980 $1,633,540
Consolidated net
income (loss) — — — — — 51,475 — 30,254 81,729
Other
comprehensive
gain, net of tax — — — — — — 12,713 2,139 14,852
Equity-based
compensation,
570,944 shares 6 — 1,370 — — — — 761 2,137
Dividends to
common
stockholders — — — — — (200,116) — — (200,116 )
Earnings
distributions to
limited
partnership
interests and

other
noncontrolling
interests — — — — — — — (118,795) (118,795 )
Grant of
exchangeability
and redemption of
limited

partnership
interests, issuance
of 9,179,295
shares 92 — 125,502 — — — — 77,605 203,199
20 — 45,101 — — — — 12,600 57,721
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Issuance of Class
A common stock
(net of costs),

1,994,670 shares
Redemption of
FPUs, 729,802
units — — — — — — — (6,665 ) (6,665 )
Repurchase of
Class A common
stock, 1,386,769
shares — — — — (13,164 ) — — (3,609 ) (16,773 )
Forfeitures of
restricted Class A
common stock,

183,246 shares  — — 1,063 — (1,966 ) — — (250 ) (1,153 )
Cantor purchase
of Cantor units
from BGC
Holdings

upon redemption
of
founding/working
partners units,

1,179,788 units — — — — — — — 3,920 3,920
Issuance of Class
A common stock
for acquisitions,

1,923,854 shares 20 — 8,037 5,961) — — — 566 2,662
Issuance of
contingent shares
and limited
partnership

interests in
connection with
acquisitions — — 5,121 3,961 — — — 2,488 11,570
Acquisition
related
distribution from
Berkeley Point to
CCRE — — — — — (56,483 ) — (32,666 ) (89,149 )
Acquisition of
Berkeley Point — — (87,434 ) — — (441,386) — (237,586) (766,406 )
Newmark Group, — — — — — — — 305,420 305,420
Inc.
noncontrolling
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interest

Purchase of

Newmark

noncontrolling

interest — — (175 ) — — — — (140 ) (315 )
Noncontrolling

interest in

Commercial Real

Estate Consulting

Firm — — — — — — — 18,056 18,056
Other — — 2,171 — — 359 — 1,777 4,307
Balance,

December 31,

2017 $3,063 $348 $1,763,371 $40,472 $(303,873) $(859,009) $(10,486) $505,855 $1,139,741

The accompanying Notes to the unaudited Condensed Consolidated Financial Statements

are an integral part of these financial statements.
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BGC PARTNERS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

For the Six Months Ended June 30, 2018

(in thousands, except share amounts)

(unaudited)
BGC Partners, Inc. Stockholders
Class Class
A B Additional
CommonCommd®aid-in
Stock  Stock Capital

Balance,

January 1, 2018 $3,063 $348 $1,763,371

Consolidated

net income

(loss) — — —

Other

comprehensive

gain, net of tax ~— — —
Equity-based

compensation,

381,674 shares 4 — 1,503
Dividends to

common

stockholders — — —
Earnings

distributions to

limited

partnership

interests and

other
noncontrolling
interests — — —
Grant of 73 — 84,730
exchangeability
and redemption
of limited

partnership
interests,

Contingent

Common Treasury

Retained

Deficit

93,977

(113,133)

Accumulated

Other

Noncontrolling

Comprehensive

Interest in

Income
(Loss)

— 53,444

(6,595 ) (1,782 )

— 801

— (2,099 )

— (126,127)
— 46,194

Subsidiaries Total

$(303,873) $(859,009) $(10,486) $505,855 $1,139,741

147,421

8,377 )

2,308

(115,232 )

(126,127 )
130,997
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issuance of
7,475,021
shares
Issuance of
Class A
common stock
(net of costs),

25,951,473
shares 260 — 244,872 — — — — 67,127 312,259
Redemption of
FPUs, 81,123
units — — — — — — — (622 ) (622 )
Repurchase of
Class A
common stock,
726,539 shares — — — — (7,612 ) — — 2,099 ) (O, 711 )
Forfeitures of
restricted Class
A common
stock,

144,630
shares — — 711 — (1,424 ) — — (197 ) (910 )
Issuance of
Class A
common stock
for acquisitions,

1,004,472
shares 10 — 8,413 4,120) — — — 1,178 5,481
Issuance of
contingent
shares and
limited
partnership

interests in
connection with
acquisitions — — 1,296 — — — — 357 1,653
Purchase of
Newmark
noncontrolling
interest (100 ) (100 )
Newmark
Group, Inc.
noncontrolling
interest — — — — — — — 4,897 ) (4,897 )
Cumulative — — — — — 16,387 — 2,303 18,690
effect of
revenue
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standard

adoption

Cumulative

effect of

adoption of

standard on

equity

investments — — — — — 1,671 (2,293 ) 622 —
Issuance of

exchangeable

preferred

partnership

units in

Newmark

Partners, L.P. — — — — — — — 174,779 174,779
Other — — 2 — — — — (1 ) 1
Balance, June

30, 2018 $3,410 $348 $2,104,898 $36,352 $(312,909) $(860,107) $(19,374) $714,736 $1,667,354

The accompanying Notes to the unaudited Condensed Consolidated Financial Statements

are an integral part of these financial statements.
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BGC PARTNERS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1.Organization and Basis of Presentation
Business Overview

BGC Partners, Inc. (together with its subsidiaries, “BGC Partners,” “BGC” or the “Company”) is a leading global brokerage
company servicing the financial and real estate markets through its two segments, Financial Services and Real Estate
Services. Through the Company’s financial service brands, including BGC, GFI, Sunrise, Besso and R.P. Martin
among others, the Company’s Financial Services segment specializes in the brokerage of a broad range of products,
including fixed income (rates and credit), foreign exchange, equities, energy and commodities, insurance, and futures.
It also provides a wide range of services, including trade execution, broker-dealer services, clearing, trade
compression, post trade, information, and other back-office services to a broad range of financial and non-financial
institutions. BGC Partners’ integrated platform is designed to provide flexibility to customers with regard to price
discovery, execution and processing of transactions, and enables them to use voice, hybrid, or in many markets, fully
electronic brokerage services in connection with transactions executed either over-the-counter (“OTC”) or through an
exchange. Through the Company’s electronic brands including Fenics, BGC Trader, BGC Market Data, Capitalab and
Lucera, BGC Partners offers fully electronic brokerage, financial technology solutions, market data, post-trade
services and analytics related to financial instruments and markets.

Newmark Group, Inc. (which may be referred to as “Newmark” or “NKF”), the Company’s Real Estate Services segment,
is a leading commercial real estate services firm. Newmark offers a full suite of services and products for both owners
and occupiers across the entire commercial real estate industry. Our investor/owner services and products include
capital markets, which consists of investment sales, debt and structured finance and loan sales, agency leasing,
property management, valuation and advisory, diligence and underwriting and government sponsored entity (“GSE”)
lending and loan servicing. Newmark’s occupier services and products include tenant representation, real estate
management technology systems, workplace and occupancy strategy, global corporate consulting, project
management, lease administration and facilities management. Newmark enhances these services and products through
innovative real estate technology solutions and data analytics that enable our clients to increase their efficiency and
profits. Newmark has relationships with many of the world’s largest commercial property owners, real estate
developers and investors, as well as Fortune 500 and Forbes Global 2000 companies.

On September 8, 2017, the Company and one of its operating partnerships, BGC Partners, L.P., closed (the “Closing”)
on the acquisition of Berkeley Point Financial LLC (“Berkeley Point”) pursuant to a Transaction Agreement, dated as of
July 17, 2017, with Cantor Fitzgerald, L.P. (“Cantor”) and certain of Cantor’s affiliates, including Cantor Commercial
Real Estate Company, L.P. (“CCRE”) and Cantor Commercial Real Estate Sponsor, L.P., the general partner of CCRE.
Berkeley Point is a leading commercial real estate finance company focused on the origination and sale of multifamily
and other commercial real estate loans through government-sponsored and government-funded loan programs, as well
as the servicing of commercial real estate loans. At the Closing, the Company purchased and acquired from CCRE all
of the outstanding membership interests of Berkeley Point, a wholly owned subsidiary of CCRE, for an acquisition
price of $875.0 million, subject to a post-closing upward or downward adjustment to the extent that the net assets,
inclusive of certain fair value adjustments, of Berkeley Point as of the Closing were greater than or less than $508.6
million, (the “Berkeley Point Acquisition”). BGC paid $3.2 million of the $875.0 million acquisition price with 247,099
limited partnership units of BGC Holdings, L.P. (“BGC Holdings”), which may be exchanged over time for shares of
Class A common stock of the Company, with each BGC Holdings unit valued for these purposes at the volume
weighted-average price of a share of Class A common stock for the three trading days prior to the Closing. The
Berkeley Point Acquisition did not include the Special Asset Servicing Group of Berkeley Point; however, Berkeley
Point will continue to hold the Special Asset Servicing Group’s assets until the servicing group is transferred to CCRE
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at a later date in a separate transaction. Accordingly, CCRE will continue to bear the benefits and burdens of the
Special Asset Servicing Group from and after the Closing (the “Special Asset Servicing Arrangement”).

Concurrently with the Berkeley Point Acquisition, on September 8, 2017, the Company invested $100.0 million in a
newly formed commercial real estate-related financial and investment business, CF Real Estate Finance Holdings,
L.P. (“Real Estate LP”), which is controlled and managed by Cantor. Real Estate LP may conduct activities in any real
estate related business or asset backed securities-related business or any extensions thereof and ancillary activities
thereto. In addition, Real Estate LP may provide short-term loans to related parties from time to time when funds in
excess of amounts needed for investment are available. As of June 30, 2018, the Company’s investment in the Real
Estate LP is accounted for under the equity method.

13
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On December 13, 2017, prior to the closing of the Newmark initial public offering (“IPO”’), BGC, BGC Holdings, L.P.
(“BGC Holdings”), BGC Partners, L.P. (“BGC U.S. OpCo”), Newmark, Newmark Holdings, L.P. (“Newmark Holdings”),
Newmark Partners, L.P. (“Newmark OpCo”) and, solely for the provisions listed therein, Cantor and BGC Global
Holdings, L.P. (“BGC Global OpCo”) entered into a Separation and Distribution Agreement (the “Separation and
Distribution Agreement”). The Separation and Distribution Agreement sets forth the agreements among BGC, Cantor,
Newmark and their respective subsidiaries regarding, among other things:

the principal corporate transactions pursuant to which BGC, BGC Holdings and BGC U.S. OpCo and their respective
subsidiaries (other than the Newmark Group (defined below), the “BGC Group”) transferred to Newmark, Newmark
Holdings and Newmark OpCo and their respective subsidiaries (the “Newmark Group”) the assets and liabilities of the
BGC Group relating to BGC’s Real Estate Services business (the “Separation”);
the proportional distribution of interests in Newmark Holdings to holders of interests in BGC Holdings;
the Newmark IPO;
the assumption and repayment of indebtedness by the BGC Group and the Newmark Group, as further described
below; and
the pro rata distribution of the shares of Newmark Class A common stock and the shares of Newmark Class B
common stock held by BGC, pursuant to which shares of Newmark Class A common stock held by BGC would be
distributed to the holders of shares of Class A common stock of BGC and shares of Newmark Class B common stock
held by BGC would be distributed to the holders of shares of Class B common stock of BGC (which are currently
Cantor and another entity controlled by Howard W. Lutnick), which distribution is intended to qualify as
generally tax-free for U.S. federal income tax purposes; provided that the determination of whether, when and how to
proceed with the distribution shall be entirely within the discretion of BGC (the “Newmark Distribution” or “spin-oft™).
On December 15, 2017, Newmark announced the pricing of Newmark’s IPO of 20 million shares of Newmark’s
Class A common stock at a price to the public of $14.00 per share, which was completed on December 19, 2017.
Newmark’s Class A shares began trading on December 15, 2017 on the NASDAQ Global Select Market under the
symbol “NMRK?”. In addition, Newmark granted the underwriters a 30-day option to purchase up to an additional
3 million shares of Newmark’s Class A common stock at the IPO price, less underwriting discounts and commissions.
On December 26, 2017 the underwriters of Newmark’s initial public offering exercised in full their overallotment
option to purchase an additional 3 million shares of Newmark’s Class A common stock from Newmark at the initial
public offering price, less underwriting discounts and commission (“the option”). As a result, Newmark received
aggregate net proceeds of approximately $295.4 million from the initial public offering, after deducting underwriting
discounts and commissions and estimated offering expenses. Upon the closing of the option, Newmark’s public
stockholders owned approximately 16.6% of the shares of Newmark’s Class A common stock. This is based on
138.6 million shares of Newmark’s Class A common stock outstanding following the closing of the option. Also upon
the closing of the option, Newmark’s public stockholders owned approximately 9.8% of Newmark’s 234.2 million fully
diluted shares outstanding. The amount owned by the Newmark public shareholders represents a noncontrolling
interest and is recorded in ‘“Noncontrolling interest in subsidiaries” on the Company’s unaudited condensed consolidated
statements of financial condition. In addition, the Newmark public shareholders receive allocations of net income
(loss) in relation to their ownership in Newmark, which are reflected as a component of “Net income (loss) attributable
to noncontrolling interest in subsidiaries” in the Company’s consolidated statements of operations.

As part of the Separation described above, BGC contributed its interests in both Berkeley Point and Real Estate LP to
Newmark.

On March 7, 2018, BGC Partners and its operating subsidiaries purchased 16.6 million newly issued exchangeable
limited partnership units (the “Newmark Units”) of Newmark Holdings L.P. for approximately $242.0 million (the
“Investment in Newmark”™). These newly-issued Newmark Units are exchangeable, at BGC’s discretion, into either
shares of Class A common stock or shares of Class B common stock of Newmark. The Company and its subsidiaries
funded the Investment in Newmark using proceeds of the Company’s Controlled Equity Offering sales program. See
Note 17—"Related Party Transactions” for additional information.
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On June 26, 2012, BGC issued an aggregate of $112.5 million principal amount of its 8.125% Senior Notes due 2042
(the “8.125% BGC Senior Notes”). In connection with the issuance of the 8.125% BGC Senior Notes, BGC lent the
proceeds of the 8.125% BGC Senior Notes to BGC U.S. OpCo, and BGC U.S. OpCo issued an amended and restated
promissory note, effective as of June 26, 2012, with an aggregate principal amount of $112.5 million payable to BGC
(the “2042 Promissory Note”). In connection with the Separation, on December 13, 2017, Newmark OpCo assumed all
of BGC U.S. OpCo’s rights and obligations under the 2042 Promissory Note. The 2042 Promissory Note assumed by
Newmark Opco payable to BGC represents an intercompany transaction, and is eliminated in the Company’s unaudited
condensed consolidated financial statements.
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On December 9, 2014, BGC issued an aggregate of $300.0 million principal amount of its 5.375% Senior Notes due
2019 (the “5.375% BGC Senior Notes”). In connection with the issuance of the 5.375% BGC Senior Notes, BGC lent
the proceeds of the 5.375% BGC Senior Notes to BGC U.S. OpCo, and BGC U.S. OpCo issued an amended and
restated promissory note, effective as of December 9, 2014, with an aggregate principal amount of $300.0 million
payable to BGC (the “2019 Promissory Note”). In connection with the Separation, on December 13, 2017, Newmark
OpCo assumed all of BGC U.S. OpCo’s rights and obligations under the 2019 Promissory Note. The 2019 Promissory
Note assumed by Newmark Opco payable to BGC represents an intercompany transaction, and is eliminated in the
Company’s unaudited condensed consolidated financial statements.

On November 22, 2017, BGC and Newmark entered into an amendment (the “Term Loan Amendment”) to the
unsecured senior term loan credit agreement (the “Term Loan Credit Agreement”), dated as of September 8, 2017, with
Bank of America, N.A., as administrative agent (the “Administrative Agent”), and a syndicate of lenders. The Term
Loan Credit Agreement provides for a term loan of up to $575.0 million (the “Term Loan”), and as of the Separation this
entire amount remained outstanding under the Term Loan Credit Agreement. Pursuant to the Term Loan Amendment
and effective as of the Separation, Newmark assumed the obligations of BGC as borrower under the Term Loan. The

net proceeds from the TPO have been used to partially repay $304.3 million of the Term Loan, which had an

outstanding balance of $270.7 million as of December 31, 2017. During the three months ended March 31, 2018,
Newmark repaid the outstanding balance of the Term Loan in full with the proceeds received from the Company’s
Investment in Newmark.

On November 22, 2017, BGC and Newmark entered into an amendment (the “Revolver Amendment”) to the unsecured
senior revolving credit agreement (the “Revolving Credit Agreement”), dated as of September 8, 2017, with the
Administrative Agent and a syndicate of lenders. The Revolving Credit Agreement provides for revolving loans of up

to $400.0 million (the “Revolving Credit Facility”). As of the date of the Revolver Amendment and as of the Separation,
$400.0 million of borrowings were outstanding under the Revolving Credit Facility. Pursuant to the Revolver
Amendment, the then-outstanding borrowings of BGC under the Revolving Credit Facility were converted into a term
loan (the “Converted Term Loan”) and, effective upon the Separation, Newmark assumed the obligations of BGC as
borrower under the Converted Term Loan. BGC remains a borrower under, and retains access to, the Revolving Credit
Facility for any future draws, subject to availability which increases as Newmark repays the Converted Term Loan.

On March 19, 2018, the Company entered into an unsecured senior credit agreement (the “BGC Credit Agreement”)
with Cantor. The BGC Credit Agreement provides for each party and certain of its subsidiaries to issue loans to the
other party or any of its subsidiaries in the lender’s discretion in an aggregate principal amount up to $250.0 million
outstanding at any time. The BGC Credit Agreement replaced a previously existing BGC credit agreement of

$150.0 million between the parties and was approved by the Audit Committee of BGC (see Note 17— “Related Party
Transactions”). The BGC Credit Agreement will mature on the earlier to occur of (a) March 19, 2019, after which the
maturity date of the BGC Credit Agreement will continue to be extended for successive one-year periods unless prior
written notice of non-extension is given by a lending party to a borrowing party at least six months in advance of such
renewal date and (b) the termination of the BGC Credit Agreement by either party pursuant to its terms. The
outstanding amounts under the BGC Credit Agreement will bear interest for any rate period at a per annum rate equal
to the higher of BGC’s or Cantor’s short-term borrowing rate in effect at such time plus 1.00%. As of June 30, 2018,
there was $130.0 million of borrowings outstanding under this agreement. As of June 30, 2018, the interest rate on this
facility was 5.34%.

Also, on March 19, 2018, the Company entered into an amended and restated credit agreement (the “Intercompany
Credit Agreement”) with Newmark, which amended and restated the original intercompany credit agreement between
the parties in relation to the Separation, dated as of December 13, 2017. The Intercompany Credit Agreement provides
for each party to issue revolving loans to the other party in the lender’s discretion. Any loans issued under this
Intercompany Revolving Credit Agreement would represent intercompany transactions and would be eliminated in the
Company’s unaudited condensed consolidated financial statements. The interest rate on the Intercompany Credit
Agreement can be the higher of BGC’s or Newmark’s short-term borrowing rate in effect at such time plus 100 basis
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points, or such other interest rate as may be mutually agreed between BGC and Newmark. On the same date,
Newmark borrowed $150.0 million from BGC, which was funded through the BGC Credit Agreement, on the same
terms as the funds that were borrowed by BGC from Cantor under the BGC Credit Agreement. The interest rate as of
June 30, 2018 was 5.31%. As of June 30, 2018, Newmark’s total net borrowings under the Intercompany Credit
Agreement were $270.0 million.

BGC currently expects to pursue a distribution, or spin-off, to its common stockholders of all the Class A shares and
Class B shares of Newmark common stock that it then owns in a manner intended to qualify as generally tax-free for
U.S. federal income tax purposes. The spin-off is subject to a number of conditions, and BGC may determine not to
proceed with the spin-off if the BGC board of directors determines, in its sole discretion, that the spin-off is not in the
best interest of the Company and its stockholders. Accordingly, the spin-off may not occur on the expected timeframe,
or at all. Key steps that Newmark plans to take toward BGC’s tax-free spin-off of Newmark include: first, Newmark
intends to attain its own credit rating; and second, Newmark expects to repay or refinance its $659.7 million of debt
owed to or guaranteed by BGC and the $270.0 million of borrowings outstanding under the Intercompany Credit
Agreement. This is necessary for the spin-off to be tax free. As of June 30, 2018, Newmark had $258.7 million
pledged for the benefit of Fannie Mae in excess of the minimum required balance.
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The Company’s customers include many of the world’s largest banks, broker-dealers, investment banks, trading firms,
hedge funds, governments, corporations, property owners, real estate developers and investment firms. BGC Partners
has more than 100 offices globally in major markets including New York and London, as well as in Atlanta, Beijing,
Bogotd, Boston, Buenos Aires, Charlotte, Chicago, Copenhagen, Dallas, Denver, Dubai, Dublin, Geneva, Hong Kong,
Houston, Istanbul, Johannesburg, Los Angeles, Madrid, Mexico City, Miami, Moscow, Nyon, Paris, Philadelphia, Rio
de Janeiro, San Francisco, Santa Clara, Santiago, Sao Paulo, Seoul, Shanghai, Singapore, Sydney, Tel Aviv, Tokyo,
Toronto, and Washington, D.C.

Exchangeable Preferred Partnership Units and Forward Contract

On June 18, 2018, Newmark’s principal operating subsidiary, Newmark Partners, L.P. (“Newmark OpCo”), issued
approximately $175 million of exchangeable preferred limited partnership units (“EPUs”) in a private transaction to The
Royal Bank of Canada (“RBC”) (the “Newmark OpCo Preferred Investment”). Net of transaction costs, Newmark
received $152.9 million of cash in the second quarter of 2018 with respect to this transaction. The EPUs were issued
in two tranches and are separately convertible by either RBC or the Company into a fixed number of Newmark’s Class
A common stock, subject to a revenue hurdle for Newmark in the fourth quarters of 2019 and 2020 for the first and
second tranche, respectively. As the EPUs represent equity ownership of a consolidated subsidiary of the Company
they have been included in Noncontrolling interest in subsidiaries on the unaudited condensed consolidated statement
of changes in equity. The EPUs are entitled to a preferred payable-in-kind dividend, which is recorded as accretion to
the carrying amount of the EPUs through Retained Earnings on the unaudited condensed consolidated statement of
changes in equity and are included in Net income (loss) available to common stockholders for the purpose of
calculating earnings per share.

Contemporaneously with the issuance of the EPUs, a newly formed special purpose entity that is a consolidated
subsidiary of the Company, entered into two variable postpaid forward contracts (together, the "Forward") with RBC.
The Forward provides the option to both the Company and RBC for RBC to receive up to 992,247 shares of Nasdaq
common stock, received by the Company pursuant to the Nasdaq earn-out, in each of the fourth quarters of 2019 and
2020 in exchange for either cash or redemption of the EPUs, solely at the Company’s option. The Nasdaq earn-out is
related to the Company’s sale of its eSpeed business to Nasdaq on June 28, 2013. The purchase consideration consisted
of $750 million in cash paid upon closing, plus an expected payment of up to 14.9 million shares of Nasdaq common
stock to be paid ratably over 15 years beginning in 2013, assuming that Nasdaq, as a whole, generates at least

$25 million in gross revenues each of these years. In connection with the separation of Newmark from BGC, during
the third quarter of 2017 BGC transferred to Newmark the right to receive the remainder of the Nasdaq earn-out
payments.

As the Forward provides the Company with the ability to redeem the EPUs for Nasdaq stock, and the two instruments
are not legally detachable, they represent a single financial instrument. The financial instrument’s EPU redemption
feature for Nasdaq common stock is not clearly and closely related to the economic characteristics and risks of the
Company’s EPU equity host instrument, and, therefore, it represents an embedded derivative that is required to be
bifurcated and recorded at fair value on the Company’s unaudited condensed consolidated statement of financial
condition, with the changes in fair value recognized as a component of Other income (loss) on the Company’s
unaudited condensed consolidated statements of operations.

Basis of Presentation

The Company’s unaudited condensed consolidated financial statements have been prepared pursuant to the rules
and regulations of the U.S. Securities and Exchange Commission (the “SEC”) and in conformity with accounting
principles generally accepted in the U.S. (“U.S. GAAP”). The Company’s unaudited condensed consolidated financial
statements include the Company’s accounts and all subsidiaries in which the Company has a controlling interest.
Intercompany balances and transactions have been eliminated in consolidation. Certain reclassifications have been
made to previously reported amounts to conform to the current presentation.
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As of June 30, 2018, the Company changed the line item formerly known as “Long-term debt and collateralized
borrowings” to “Notes payable and other borrowings” in the Company’s unaudited condensed consolidated statements of
financial condition.

The Berkeley Point Acquisition was determined to be a combination of entities under common control that
resulted in a change in the reporting entity. Accordingly, the financial results of the Company have been recast to
include the financial results of Berkeley Point in the current and prior periods as if Berkeley Point had always been
consolidated.
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The following table summarizes the impact of the Berkeley Point Acquisition to the Company’s unaudited condensed
consolidated statements of operations for the three and six months ended June 30, 2017 (in thousands, except per
share amounts):

Three Months Ended June 30, 2017  Six Months Ended June 30, 2017
As As

As As
PreviouslyRetrospectiveRetrospectivelyPreviouslyRetrospectiveRetrospectively

Reported Adjustments Adjusted Reported Adjustments Adjusted
Income (loss) from operations before

income taxes $45,500 $ 48,783 $ 94,283 $74251 $ 77,826 $ 152,077
Consolidated net income (loss) 28,953 48,778 77,731 51,045 77,802 128,847
Net income (loss) attributable to
noncontrolling

interest in subsidiaries 7,185 17,626 24,811 11,062 28,040 39,102
Net income (loss) available to common
stockholders 21,768 31,152 52,920 39,983 49,762 89,745
Basic earnings (loss) per share 0.08 0.10 0.18 0.14 0.17 0.31
Diluted earnings (loss) per share 0.07 0.11 0.18 0.14 0.17 0.31

Additionally, the unaudited condensed consolidated statements of comprehensive income (loss), unaudited condensed
consolidated statements of cash flows and unaudited condensed consolidated statements of changes in equity have
been adjusted to reflect these retrospective adjustments.

The unaudited condensed consolidated financial statements contain all normal and recurring adjustments that, in the
opinion of management, are necessary for a fair presentation of the unaudited condensed consolidated statements of
financial condition, the unaudited condensed consolidated statements of operations, the unaudited condensed
consolidated statements of comprehensive income (loss), the unaudited condensed consolidated statements of cash
flows and the unaudited condensed consolidated statements of changes in equity of the Company for the periods
presented.

Recently Adopted Accounting Pronouncements

In August 2014, the Financial Accounting Standards Board (the “FASB”) issued an Accounting Standards Update
(“ASU”) No. 2014-15, Presentation of Financial Statements—Going Concern (Subtopic 205-40): Disclosure of
Uncertainties about an Entity’s Ability to Continue as a Going Concern. This ASU provides additional guidance on
management’s responsibility to evaluate the condition of an entity and the required disclosures based on this
assessment. This guidance was effective for the annual period ending after December 15, 2016. The adoption of this
standard did not impact the Company’s unaudited condensed consolidated financial statements.

In March 2016, the FASB issued ASU No. 2016-09, Compensation—Stock Compensation (Topic 718): Improvements
to Employee Share-Based Payment Accounting, which simplifies several aspects of the accounting for employee
share-based payment transactions, including the accounting for income taxes, forfeitures, and statutory tax
withholding requirements, as well as classification of related amounts within the statement of cash flows. The new
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standard was effective for the Company beginning January 1, 2017, and early adoption was permitted. Under the
guidance, previously unrecognized excess tax benefits should be recognized on a modified retrospective basis. As a
result, the Company recorded a deferred tax asset for previously unrecognized tax benefits outstanding as of the
beginning of the annual period of adoption, with an offsetting adjustment to retained deficit as of January 1, 2017. The
adoption of this standard did not have a material impact on the Company’s unaudited condensed consolidated financial
statements.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, which relates to how an
entity recognizes the revenue it expects to be entitled to for the transfer of promised goods and services to customers.
The ASU replaced certain previously existing revenue recognition guidance. The FASB has subsequently issued
several additional amendments to the standard, including ASU No. 2016-08, Revenue from Contracts with Customers
(Topic 606): Principal versus Agent Considerations (Reporting Revenue Gross versus Net), which clarifies the
guidance on principal versus agent analysis based on the notion of control and affects recognition of revenue on a
gross or net basis. The Company adopted the new revenue recognition guidance on its required effective date of
January 1, 2018 using the modified retrospective transition approach applied to contracts that were not completed as
of the adoption date. Accordingly, the new revenue standard is applied prospectively in the Company’s financial
statements from January 1, 2018 onward and reported financial information for historical comparable periods is not
revised and continues to be reported under the accounting standards in effect during those historical periods. The new
revenue recognition guidance does not apply to revenues associated with financial instruments, including loans and
securities that are accounted for under other U.S. GAAP, and as a result, it did not have an impact on the elements of
the Company’s unaudited condensed consolidated statements of operations most closely associated with financial
instruments, including revenues from Principal transactions, Gains from mortgage banking activities/originations, net,
Servicing fees, and Interest income. The most significant impact of the standard for the Company was on its Real
Estate Services segment. Under the legacy revenue recognition guidance, a portion of certain brokerage revenues from
leasing

17

35



Edgar Filing: BGC Partners, Inc. - Form 10-Q

commissions was deferred until a future contingency had been resolved (e.g., tenant move-in or payment of first
month’s rent). Under the new revenue recognition model, the Company’s performance obligation is typically satisfied at
lease signing and, therefore, the portion of the commission that is contingent on a future event is likely to be
recognized earlier, if deemed not subject to significant reversal. As a result, on a pre-tax basis, the Company
recognized an increase in assets, liabilities, and noncontrolling interest in subsidiaries, and a reduction in retained
deficit of approximately $64.4 million, $41.9 million, $2.3 million, and $20.2 million, respectively, as of January 1,
2018. These amounts are presented net of costs associated with obtaining and fulfilling contracts with customers. The
tax effect of the impact of the adoption was an increase to both retained deficit and deferred tax liability of
approximately $3.9 million. Further, the adoption of the new guidance on principal versus agent considerations
impacted the Company’s presentation of revenues versus expenses incurred on behalf of customers for certain
management services within its Real Estate segment. The Company concluded that it controls the services provided by
a third party on behalf of the customers and, therefore, acts as a principal under those contracts. Accordingly, upon
adoption on January 1, 2018 and going forward, for these service contracts the Company began to present expenses
incurred on behalf of its customers along with a corresponding reimbursement revenue on a gross basis in its
unaudited condensed consolidated statements of operations, with no impact to net income (loss) available to common
stockholders.

In January 2016, the FASB issued ASU No. 2016-01, Financial Instruments—Overall (Subtopic 825-10): Recognition
and Measurement of Financial Assets and Financial Liabilities. This ASU requires entities to measure equity
investments that do not result in consolidation and are not accounted for under the equity method at fair value and
recognize any changes in fair value in net income (loss) unless the investments qualify for the new measurement
alternative. The guidance also requires entities to record changes in instrument-specific credit risk for financial
liabilities measured under the fair value option in other comprehensive income (loss). In February 2018, the FASB
issued ASU No. 2018-03, Technical Corrections and Improvements to Financial Instruments—Overall (Subtopic
825-10): Recognition and Measurement of Financial Assets and Financial Liabilities, to clarify transition and
subsequent accounting for equity investments without a readily determinable fair value, among other aspects of the
guidance issued in ASU 2016-01. The amendments in ASU 2018-03 are effective for fiscal years beginning January 1,
2018 and interim periods beginning July 1, 2018. The amendments and technical corrections provided in ASU
2018-03 can be adopted concurrently with ASU 2016-01, which was effective for the Company on January 1, 2018.
The Company adopted both ASUs on January 1, 2018 using the modified retrospective approach for equity securities
with a readily determinable fair value and the prospective method for equity investments without a readily
determinable fair value. As a result, upon transition the Company recognized a cumulative-effect adjustment as a
decrease to both retained deficit and accumulated other comprehensive income (loss) and an increase in
noncontrolling interest in subsidiaries of approximately $2.1 million, $2.9 million, and $0.8 million, respectively, on a
pre-tax basis. The tax effect of the impact of the adoption was an increase to both retained deficit and accumulated
other comprehensive income (loss) and a decrease in noncontrolling interest in subsidiaries of approximately $0.4
million, $0.6 million, and $0.2 million, respectively.

In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows (Topic 230)—Classification of Certain
Cash Receipts and Cash Payments, which makes changes to how cash receipts and cash payments are presented and
classified in the statement of cash flows. The new standard became effective for the Company beginning January 1,
2018 and required adoption on a retrospective basis. The adoption of this guidance did not have a material impact on
the Company’s unaudited condensed consolidated statements of cash flows.

In November 2016, the FASB issued ASU No. 2016-18, Statement of Cash Flows (Topic 230)—Restricted Cash, which
requires that the statement of cash flows present the change during the period in the total of cash, cash equivalents and
amounts generally described as restricted cash or restricted cash equivalents. The new standard became effective for

the Company beginning January 1, 2018 and required adoption on a retrospective basis. The adoption of this guidance
did not have a material impact on the Company’s unaudited condensed consolidated statements of cash flows.
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In January 2017, the FASB issued ASU No. 2017-01, Business Combinations (Topic 805): Clarifying the Definition
of a Business, which clarifies the definition of a business with the objective of providing additional guidance to assist
entities with evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or
businesses. The standard became effective for the Company beginning January 1, 2018 and is applied on a prospective
basis. The adoption of this guidance did not have a material impact on the Company’s unaudited condensed
consolidated financial statements.

In February 2017, the FASB issued ASU No. 2017-05, Other Income—Gains and Losses from the Derecognition of
Nonfinancial Assets (Subtopic 610-20): Clarifying the Scope of Asset Derecognition Guidance and Accounting for
Partial Sales of Nonfinancial Assets, which clarifies the scope and application of Accounting Standards Codification
610-20, Other Income—Gains and Losses from Derecognition of Nonfinancial Assets, and defines in substance
nonfinancial assets. The ASU also impacts the accounting for partial sales of nonfinancial assets (including in
substance real estate). Under this guidance, when an entity transfers its controlling interest in a nonfinancial asset but
retains a noncontrolling ownership interest, the entity is required to measure the retained interest at fair value, which
results in a full gain or loss recognition upon the sale of a controlling interest in a nonfinancial asset. The
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Company adopted the standard on its required effective date of January 1, 2018. The adoption of this guidance did not
have a material impact on the Company’s unaudited condensed consolidated financial statements.

In May 2017, the FASB issued ASU No. 2017-09, Compensation—Stock Compensation (Topic 718): Scope of
Modification Accounting, which amends the scope of modification accounting for share-based payment arrangements
and provides guidance on the types of changes to the terms or conditions of share-based payment awards to which an
entity would be required to apply modification accounting. Under this guidance, an entity would not apply
modification accounting if the fair value, the vesting conditions, and the classification of the awards (as equity or
liability) are the same immediately before and after the modification. The new standard was effective for the Company
beginning January 1, 2018 on a prospective basis for awards modified on or after the adoption date. The adoption of
this guidance did not have a material impact on the Company’s unaudited condensed consolidated financial statements.

New Accounting Pronouncements

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). This standard requires lessees to recognize
a right-of-use asset and lease liability for all leases with terms of more than 12 months. Recognition, measurement and
presentation of expenses will depend on classification as a finance or operating lease. The amendments also require
certain quantitative and qualitative disclosures. Accounting guidance for lessors is mostly unchanged. In July 2018,
the FASB issued ASU 2018-10, Codification Improvements to Topic 842, Leases, to clarify how to apply certain
aspects of the new leases standard. The amendments address the rate implicit in the lease, impairment of the net
investment in the lease, lessee reassessment of lease classification, lessor reassessment of lease term and purchase
options, variable payments that depend on an index or rate and certain transition adjustments, among other issues. In
addition, in July 2018, the FASB issued ASU 2018-11, Leases (Topic 842), Targeted Improvements, which provides
an additional (and optional) transition method to adopt the new leases standard. Under the new transition method, a
reporting entity would initially apply the new lease requirements at the effective date and recognize a
cumulative-effect adjustment to the opening balance of retained earnings in the period of adoption; continue to report
comparative periods presented in the financial statements in the period of adoption in accordance with current U.S.
GAAP (i.e., ASC 840, Leases); and provide the required disclosures under ASC 840 for all periods presented under
current U.S. GAAP. Further ASU 2018-11 contains a new practical expedient that allows lessors to avoid separating
lease and associated non-lease components within a contract if certain criteria are met. The guidance in ASUs
2016-02, 2018-10 and 2018-11 is effective beginning January 1, 2019, with early adoption permitted. The Company
plans to adopt the standards on their required effective date. Management is evaluating and planning for adoption and
implementation of the new leases guidance, including forming an implementation team, selecting a new lease
accounting system, evaluating practical expedient, accounting policy and method of adoption elections as well as
continuing its assessment of the impact of the new guidance on the Company’s unaudited condensed consolidated
financial statements.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments—Credit Losses (Topic 326)—Measurement of
Credit Losses on Financial Instruments, which requires financial assets that are measured at amortized cost to be
presented, net of an allowance for credit losses, at the amount expected to be collected over their estimated life.
Expected credit losses for newly recognized financial assets, as well as changes to credit losses during the period, are
recognized in earnings. For certain purchased financial assets with deterioration in credit quality since origination, the
initial allowance for expected credit losses will be recorded as an increase to the purchase price. Expected credit
losses, including losses on off-balance-sheet exposures such as lending commitments, will be measured based on
historical experience, current conditions and reasonable and supportable forecasts that affect the collectability of the
reported amount. The new standard will become effective for the Company beginning January 1, 2020, under a
modified retrospective approach, and early adoption is permitted. Management is currently evaluating the impact of
the new guidance on the Company’s unaudited condensed consolidated financial statements.

In January 2017, the FASB issued ASU No. 2017-04, Intangibles—Goodwill and Other (Topic 350): Simplifying the
Test for Goodwill Impairment, which eliminates the requirement to determine the fair value of individual assets and
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liabilities of a reporting unit to measure goodwill impairment. Under the amendments in the new ASU, goodwill
impairment testing will be performed by comparing the fair value of the reporting unit with its carrying amount and
recognizing an impairment charge for the amount by which the carrying amount exceeds the reporting unit’s fair value.
The new standard will become effective for the Company beginning January 1, 2020 and will be applied on a
prospective basis, and early adoption is permitted. The adoption of this guidance is not expected to have a material
impact on the Company’s unaudited condensed consolidated financial statements.

In August 2017, the FASB issued ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements
to Accounting for Hedging Activities. The guidance intends to better align an entity’s risk management activities and
financial reporting for hedging relationships through changes to both the designation and measurement guidance for
qualifying hedging relationships and the presentation of hedge results. To meet that objective, the amendments expand
and refine hedge accounting for both nonfinancial and financial risk components and align the recognition and
presentation of the effects of the hedging instrument and the hedged item in the financial statements. The new
standard will become effective for the Company beginning January 1, 2019, with early adoption permitted, and will be
applied on a prospective basis and modified retrospective basis. Management is currently evaluating the impact of the
new guidance on the Company’s unaudited condensed consolidated financial statements.
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In February 2018, the FASB issued ASU No. 2018-02, Income Statement—Reporting Comprehensive Income (Topic
220): Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income. The guidance helps
organizations address certain stranded income tax effects in accumulated other comprehensive income resulting from
the Tax Cuts and Jobs Act by providing an option to reclassify these stranded tax effects to retained earnings in each
period in which the effect of the change in the U.S. federal corporate income tax rate in the Tax Cuts and Jobs Act (or
portion thereof) is recorded. The new standard will become effective for the Company beginning January 1, 2019,
with early adoption permitted. The guidance should be applied either in the period of adoption or retrospectively to
each period (or periods) in which the effect of the change in the U.S. federal corporate income tax rate in the Tax Cuts
and Jobs Act is recognized. Management is currently evaluating the transition method and the adoption period of the
ASU; however, the adoption of the new guidance is not expected to have a material effect on the Company’s unaudited
condensed consolidated financial statements.

In June 2018, the FASB issued ASU 2018-07, Compensation—Stock Compensation (Topic 718): Improvements to
Nonemployee Share-Based Payment Accounting. The guidance largely aligns the accounting for share-based payment
awards issued to employees and nonemployees, whereby the existing employee guidance will apply to nonemployee
share-based transactions (as long as the transaction is not effectively a form of financing), with the exception of
specific guidance related to the attribution of compensation cost. The cost of nonemployee awards will continue to be
recorded as if the grantor had paid cash for the goods or services. In addition, the contractual term will be able to be
used in lieu of an expected term in the option-pricing model for nonemployee awards. The new standard will become
effective for the Company beginning January 1, 2019 and early adoption is permitted. The ASU is required to be
applied on a prospective basis to all new awards granted after the date of adoption. In addition, any liability-classified
awards that have not been settled and equity-classified awards for which a measurement date has not been established
by the adoption date should be remeasured at fair value as of the adoption date with a cumulative effect adjustment to
opening retained earnings in the year of adoption. Management expects to adopt this standard on its effective date.
The adoption of this guidance is not expected to have a material impact on the Company’s unaudited condensed
consolidated financial statements.

2.Limited Partnership Interests

The Company and Newmark are holding companies with no direct operations and conduct substantially all of their
operations through their operating subsidiaries. Virtually all of the Company’s and Newmark’s consolidated net assets
and net income are those of consolidated variable interest entities. BGC Holdings is a consolidated subsidiary of the
Company for which the Company is the general partner. The Company and BGC Holdings jointly own BGC Partners,
L.P. (“BGC U.S. OpCo”) and BGC Global Holdings L.P. (“BGC Global OpCo”), the two operating partnerships.
Newmark Holdings, L.P. (“Newmark Holdings”) is a consolidated subsidiary of Newmark for which Newmark is the
general partner. Newmark, Newmark Holdings and BGC jointly own Newmark OpCo, the operating partnership. In
addition, Newmark OpCo issued approximately $175 million of exchangeable preferred limited partnership units in a
private transaction to RBC (see Note 1—“Organization and Basis of Presentation”). Listed below are the limited
partnership interests in BGC Holdings, Newmark Holdings and Newmark OpCo. The founding/working partner units,
limited partnership units and limited partnership interests held by Cantor (“‘Cantor units”), each as described below. In
addition, BGC Partners and its operating subsidiaries hold limited partnership interests in Newmark Holdings due to
the Investment in Newmark (see Note 17—"“Related Party Transactions”). These collectively represent all of the “limited
partnership interests” in BGC Holdings, Newmark Holdings and Newmark OpCo.

Immediately prior to the completion of the Newmark IPO, the Company entered into the Separation and Distribution
Agreement with Cantor, Newmark, Newmark Holdings, Newmark OpCo, BGC Holdings, BGC U.S. OpCo, and BGC
Global OpCo. As a result of the Separation and Distribution Agreement, the limited partnership interests in Newmark
Holdings were distributed to the holders of limited partnership interests in BGC Holdings, whereby each holder of
BGC Holdings limited partnership interests at that time holds a BGC Holdings limited partnership interest and a
corresponding Newmark Holdings limited partnership interest, which is equal to a BGC Holdings limited partnership
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interest multiplied by one divided by 2.2 (the “contribution ratio”), divided by the exchange ratio (which is the ratio by
which a Newmark Holdings limited partnership interest can be exchanged for a number of shares of Newmark Class A
common stock (the “exchange ratio”). Initially, the exchange ratio equaled one, so that each Newmark Holdings limited
partnership interest was exchangeable for one Newmark Class A common stock. For reinvestment, acquisition or

other purposes, Newmark may determine on a quarterly basis to distribute to its stockholders a smaller percentage

than Newmark Holdings distributes to its equity holders (excluding tax distributions from Newmark Holdings) of cash
that it received from Newmark OpCo. In such circumstances, the Separation and Distribution Agreement provides that
the exchange ratio will be reduced to reflect the amount of additional cash retained by Newmark as a result of the
distribution of such smaller percentage, after the payment of taxes.

Founding/Working Partner Units
Founding/working partners have a limited partnership interest in BGC Holdings and Newmark Holdings. The
Company accounts for founding/working partner units (“FPUs”) outside of permanent capital, as “Redeemable

partnership interest,” in the
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Company’s unaudited condensed consolidated statements of financial condition. This classification is applicable to
founding/working partner units because these units are redeemable upon termination of a partner, including a
termination of employment, which can be at the option of the partner and not within the control of the issuer.

Founding/working partner units are held by limited partners who are employees and generally receive quarterly
allocations of net income. Upon termination of employment or otherwise ceasing to provide substantive services, the
founding/working partner units are generally redeemed, and the unit holders are no longer entitled to participate in the
quarterly allocations of net income. Since these allocations of net income are cash distributed on a quarterly basis and
are contingent upon services being provided by the unit holder, they are reflected as a component of compensation
expense under “Allocations of net income and grant of exchangeability to limited partnership units and FPUs” in the
Company’s unaudited condensed consolidated statements of operations.

Limited Partnership Units

Certain employees hold limited partnership interests in BGC Holdings and Newmark Holdings (e.g., REUs, RPUs,
PSUs, PSIs and LPUs, collectively the “limited partnership units”). Generally, such units receive quarterly allocations of
net income, which are cash distributed and generally are contingent upon services being provided by the unit holders.

As prescribed in U.S. GAAP guidance, the quarterly allocations of net income on such limited partnership units are
reflected as a component of compensation expense under “Allocations of net income and grant of exchangeability to
limited partnership units and FPUs” in the Company’s unaudited condensed consolidated statements of operations.

From time to time, the Company issues limited partnership units as part of the consideration for acquisitions.

Certain of these limited partnership units entitle the holders to receive post-termination payments equal to the notional
amount of the units in four equal yearly installments after the holder’s termination. These limited partnership units are
accounted for as post-termination liability awards, and in accordance with U.S. GAAP guidance, the Company records
compensation expense for the awards based on the change in value at each reporting date in the Company’s unaudited
condensed consolidated statements of operations as part of “Compensation and employee benefits.”

The Company has also awarded certain preferred partnership units (“Preferred Units”). Each quarter, the net profits of
BGC Holdings and Newmark Holdings are allocated to such units at a rate of either 0.6875% (which is 2.75% per
calendar year) or such other amount as set forth in the award documentation (the ‘“Preferred Distribution”). These
allocations are deducted before the calculation and distribution of the quarterly partnership distribution for the
remaining partnership units and are generally contingent upon services being provided by the unit holder. The
Preferred Units are not entitled to participate in partnership distributions other than with respect to the Preferred
Distribution. Preferred Units may not be made exchangeable into the Company’s Class A common stock and are only
entitled to the Preferred Distribution, and accordingly they are not included in the Company’s fully diluted share count.
The quarterly allocations of net income on Preferred Units are reflected in compensation expense under “Allocations of
net income and grant of exchangeability to limited partnership units and FPUs” in the Company’s unaudited condensed
consolidated statements of operations. After deduction of the Preferred Distribution, the remaining partnership units
generally receive quarterly allocations of net income based on their weighted-average pro rata share of economic
ownership of the operating subsidiaries.

Cantor Units

Cantor holds limited partnership interests in BGC Holdings and Newmark Holdings. Cantor units are reflected as a
component of “Noncontrolling interest in subsidiaries” in the Company’s unaudited condensed consolidated statements
of financial condition. Cantor receives allocations of net income (loss), which are cash distributed on a quarterly basis
and are reflected as a component of “Net income (loss) attributable to noncontrolling interest in subsidiaries” in the
Company’s unaudited condensed consolidated statements of operations.

Exchangeable Preferred Limited Partnership Units
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RBC holds approximately $175 million of EPUs in Newmark OpCo, as a result of the Newmark OpCo Preferred
Investment. The EPUs were issued in two tranches and are separately convertible by either RBC or the Company into
a fixed number of Newmark’s Class A common stock, subject to a revenue hurdle for Newmark in the fourth quarters
of 2019 and 2020 for the first and second tranche, respectively. As the EPUs represent equity ownership of a
consolidated subsidiary of the Company, they have been included in Non-controlling interest in subsidiaries on the
unaudited condensed consolidated statement of changes in equity. The EPUs are entitled to a preferred
payable-in-kind dividend, which is recorded as accretion to the carrying amount of the EPUs through Retained
earnings on the unaudited condensed consolidated statement of changes in equity and are included in Net income
(loss) available to common stockholders for the purpose of calculating earnings per share.
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General

Certain of the limited partnership interests, described above, have been granted exchangeability into BGC Class A
common stock, and additional limited partnership interests may become exchangeable for BGC and/or Newmark
Class A common stock. In addition, limited partnership interests held by Cantor in BGC Holdings and Newmark
Holdings are generally exchangeable for up to 34.6 million shares of BGC Class B common stock and/or up to the
authorized amount of Newmark Class B common stock. In order for a partner or Cantor to exchange a limited
partnership interest in BGC Holdings or Newmark Holdings into a Class A or Class B common stock of BGC, such
partner or Cantor must exchange both one BGC Holdings limited partnership interest and a number of Newmark
Holdings limited partnership interest equal to a BGC Holdings limited partnership interest multiplied by the quotient
obtained by dividing Newmark Class A and Class B common stock, Newmark OpCo interests, and Newmark
Holdings limited partnership interests held by BGC as of such time by the number of BGC Class A and Class B
common stock outstanding as of such time (the “distribution ratio”), divided by the exchange ratio. Because they are
included in the Company’s fully diluted share count, if dilutive, any exchange of limited partnership interests into
Class A or Class B common shares would not impact the fully diluted number of shares and units outstanding.
Because these limited partnership interests generally receive quarterly allocations of net income, such exchange would
have no significant impact on the cash flows or equity of the Company. Initially the distribution ratio was equivalent
to the contribution ratio (one divided by 2.2 or 0.4545), and for the second quarter of 2018 the distribution ratio
equaled 0.4702. As of immediately following the close of the second quarter of 2018, the distribution ratio is equal to
0.4647. As a result of the change in the distribution ratio, certain BGC Holdings limited partnership interests no longer
have a corresponding Newmark Holdings limited partnership interest. The exchangeability of these BGC Holdings
limited partnership interests along with any new BGC Holdings limited partnership interests issued after the
Separation and Distribution Agreement (together referred to as “standalone”) into BGC Class A or Class B common
stock is contingent upon the Newmark spin-off. After the spin-off, these standalone BGC limited partnership interests
can then become exchangeable into BGC Class A or Class B common stock. Therefore, these standalone BGC limited
partnership interests are currently excluded from the Company’s fully diluted number of shares and units outstanding.

Each quarter, net income (loss) is allocated between the limited partnership interests and the common stockholders. In
quarterly periods in which the Company has a net loss, the loss allocation for FPUs, limited partnership units and
Cantor units is allocated to Cantor and reflected as a component of “Net income (loss) attributable to noncontrolling
interest in subsidiaries” in the Company’s consolidated statements of operations. In subsequent quarters in which the
Company has net income, the initial allocation of income to the limited partnership interests is to “Net income (loss)
attributable to noncontrolling interests in subsidiaries,” to recover any losses taken in earlier quarters, with the
remaining income allocated to the limited partnership interests. This income (loss) allocation process has no impact on
the net income (loss) allocated to common stockholders.

3. Summary of Significant Accounting Policies

For a detailed discussion about the Company’s significant accounting policies, see Note 3, Summary of Significant
Accounting Policies, in our consolidated financial statements included in Part II, Item 8 of our Annual Report on
Form 10-K for the year ended December 31, 2017. Other than the following, during the six months ended June 30,
2018, there were no significant changes made to the Company’s significant accounting policies.

Equity Investments:

Effective January 1, 2018, in accordance with the new guidance on recognition and measurement of equity
investments, the Company carries its marketable equity securities at fair value and recognizes any changes in fair
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value in “Other income (loss)” in the Company’s unaudited condensed consolidated statements of operations. Further, the
Company has elected to use a measurement alternative for its equity investments without a readily determinable fair

value, pursuant to which these investments are initially recognized at cost and remeasured through earnings when

there is an observable trans