UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK
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Plaintiff

CLASS ACTION COMPLAINT
—against— FOR VIOLATION OF THE
FEDERAL SECURITIES LAW
HOWARD W. LUTNICK, LEE AMAITIS,
CANTOR FITZGERALD SECURITIES, JURY TRIAL DEMANDED
CANTOR FITZGERALD L. P., CF GROUP
MANAGEMENT INC. and ESPEED, INC.,

Defendants.
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Plaintiff Mircuz Partners, LLC (“Plaintiff”), individually- and it behi

persons similarly situated, by his undersigned attorneys, for its complaint against defendants,
alleges the following based upon personél knowledge as to himself and his own acts, and on
information and belief as to all other matters, based upon, inter alia, the investigation conducted
by and through its attorneys, which included, among other things, a review of the defendants’
public documents, conference calls and announcements made by defendants, United States
Securities and Exchange Commission (“SEC”) filings, wire and press releases published by and
regarding eSpeed, Inc. (“eSpeed” or the “Company”) and information readily obtainable on the
Internet. Plaintiff believes that substantial evidentiary support will exist for the allegations set

forth herein after a reasonable opportunity for discovery.




NATURE OF THE CASE

1. This class action is brought to recover damages for all persons who purchased the
securities of eSpeed, Inc. (“eSpeed” or “the Company”) during the period from August 12, 2003
to July 1, 2004 (the “Class Period”). During the Class Period, the defendants touted eSpeed as an
unmitigated success story, a company which had achieved record revenues and earnings and,
most importantly, a company that had established its infrastructure and business model as an
unqualified success in the high volume automated trading of government securities and foreign
exchange. In repeated press releases, the defendants represented that the eSpeed business model
was in place and performing as anticipated. The true facts were that the business model was not
working, and eSpeed was losing market share to its principle competitor, ICAP Plc, and its
BrokerTec division. In fact, eSpeed did not have a viable business model. This was revealed on
July 1, 2004 when defendants were forced to admit that revenues, earnings and market share
were decreasing, that its business plan was not working, that it was being forced to develop a
" new business plan and pricing structure, and its competitive efforts with respect to ICAP were
not successful. In the two trading days following this announcement, eSpeed shares dropped
more than $6 per share on trading volume of over 9 million shares, a loss in market value for the
Company of almost $350 million. As a result of the material false positive statements made
during the Class Period, class members purchased eSpeed shares at inflated prices, and as a resuit

were damaged thereby.

JURISDICTION AND VENUE
2.. The claims asserted herein arise under and pursuant to Sections 10(b) and 20(a) of
the Securities Exchange Act of 1934 (the “Exchange Act”), (15 U.S.C. §§ 78j(b) and 78t(a)), and

Rule 10b-5 (17 C.F.R. §240.10b-5).




3. This Court has jurisdiction over the subject matter of this action pursuant to §27
of the Exchange Act (15 U.S.C. §78aa) and 28 U.S.C. § 1331.

4. Venue is proper in this District pursuant to §27 of the Exchange Act, 15 U.S.C. §
78aa and 28 U.S.C. § 1391(b). Many of the acts and transactions alleged herein, including the
preparation and dissemination of materially false and misleading information, occurred in
substantial part in this District, and the corporate defendants reside in this District.

5. In connection with the acts, conduct and other wrongs alleged in this complaint,
defendants, directly or indirectly, used the means and instrumentalities of interstate commerce,
including but not limited to, the United States mails, interstate telephone communications and
the facilities of the national securities exchange.

PARTIES

6. Plaintiff Mircuz Partners, LLC as set forth in the accompanying certification,
incorporated by reference herein, purchased eSpeed stock at artificially inflated prices during the
Class Period and has been damaged thereby.

7. Defendant eSpeed develops and deploys interactive vertical electronic
marketplaces and related trading technology which offers traders access to liquid, efficient and
neutral financial markets. eSpeed operates multiple-buyer, multiple-seller, real-time electronic
marketplaces for the global capital markets, including government bond markets and other fixed
income and equities marketplaces. The Company's suite of marketplace tools provides end-to-
end transaction solutions for the purchase and sale of financial and non-financial products over
its global private network or via the Internet. The Company has organized its business in four
categories across multiple liquid and commoditized industries in the financial services markets.

These four categories are core products, product extensions and enhancements, eSpeed Software




Solutions sales and new product rollouts. As of September 3, 2004, eSpeed had 32,484,164
shares of Class A common stock and 23,889,270 shares of Class B common stock outstanding.
The eSpeed Class A common shares trade on the NASD National Market System. The eSpeed
Class B shares do not trade. The class A shares have one vote per share. The Class B shares
have 10 votes per share.

8. Defendant Howard W. Lutnick is the Company’s Chairman and Chief Executive
Officer and its principal spokesman. Defendant Lutnick joined defendant Cantor Fitzgerald, L.P.
(“Cantor”), which directly and indirectly controls eSpeed (as described below), in 1983 and has
served as President and Chief Executive Officer of Cantor since 1992. Defendant Lutnick's
company, CF Group Management, Inc., is the managing general partner of Cantor.

9. Defendant Lee Amaitis is the Vice Chairman, Global Chief Operating Officer of
eSpeed, Inc. and a director. Defendant Amaitis has been Executive Managing Director of eSpeed
International Limited since December 1999. Defendant Amaitis has been President and Chief
Executive Officer of Cantor Fitzgerald International and Cantor Fitzgerald Europe since March
1995.

10. Defendant Cantor Fitzgerald Securities (“CFS”) is a broker-dealer registered with
the Securities and Exchange Commission and a member of the NASD. It is the controlling
shareholder of eSpeed by virtue of its ownership of 21.2 million eSpeed Class B shares. It has
power to direct the actions of the Company and to elect its Board.

11.  Defendant Cantor Fitzgerald L. P. (CFL ”) is the managing partner of CFS. It
has the power to direct the actions of CFS, and therefore those of eSpeed.

12.  Defendant CF Group Management Inc. (“CFGMD™) is the managing partner of

CFLP, and it has the power to direct the actions of CFLP and CFS, and those of eSpeed.




Defendant Lutnick is its President and sole shareholder.

13. During the Class Period, Defendants Lutnick and Amaitis as senior executive
officers and directors of eSpeed, and defendants CFS, CFLP and CFGMI, were privy to non-
public information concerning eSpeed’s business, finances, products, markets and present and
future business prospects via access to internal corporate documents, conversations and
connections with other corporate officers and employees, attendance at management and Board
of Directors meetings and committees thereof and via reports and other information provided to
them in connection therewith.

14.  Because of their possession of such information, Defendants Lutnick and Amaitis
knew or recklessly disregarded the fact that adverse facts specified herein had not been disclosed
to, and were being misrepresented to the investing public.

15.  As officers and controlling persons of a publicly-held company whose securities
were and are registered with the SEC pursuant to the Exchange Act, and which were publicly
traded and governed by the provisions of the federal securities laws, Defendants Lutnick and
Amaitis had a duty to disseminate accurate and truthful information promptly with respect to the
Company's financial condition and performance, and product development, and to correct any
previously-issued statements which had become materially misleading or untrue, so that the
market price of the Company's publicly-traded securities would be based upon truthful and
accurate information. Defendants Lutnick’s and Amaitis’ misrepresentations and omissions
during the Class Period violated these specific requirements and obligations.

PLAINTIFF’S CLASS ACTION ALLEGATIONS
16.  Plaintiff brings this action as a class action pursuant to Federal Rule of Civil

Procedure 23(a) and (b)(3) on behalf of a Class, consisting of all those who purchased or




otherwise acquired the securities of eSpeed during the period from August 12, 2003 to July 1,
2004 (the “Class Period”), and who were damaged thereby. Excluded from the Class are
defendants, the officers and directors of the Company, members of their immediate families and
their legal representatives, heirs, successors or assigns and any entity in which defendants have or
had a controlling interest.

17. The members of the Class are so numerous that joinder of all members is
impracticable. Throughout the Class Period, eSpeed’s securities were actively publicly traded.
While the exact number of Class members is unknown to Plaintiff at this time and can only be
ascertained through appropriate discovery, Plaintiff believes that there are hundreds of members
in the proposed Class, if not thousands. Record owners and other members of the Class may be
identified from records maintained by eSpeed or its transfer agent and may be notified of the
pendency of this action by mail, using the form of notice similar to that customarily used in
securities class actions.

18.  Plaintiff's claims are typical of the claims of the members of the Class, as all

members of the Class are similarly affected by defendants’ wrongful conduct in violation of

federal law that is complained of berein.

19.  Plaintiff will fairly and adequately protect the interests of the members of the
Class and has retained counsel competent and experienced in class and securities litigation.
20. Common questions of law and fact exist as to all members of the Class and

predominate over any questions solely affecting individual members of the Class. Among the

questions of law and fact common to the Class are:

a. whether the federal securities laws were violated by defendants’ acts as

alleged herein;



b. whether statements made by defendants to the investing public during the
Class Period misrepresented material facts about the business, operations and products of

eSpeed; and

c. to what extent the members of the Class have sustained damages and the
proper measure of damages.

21. A class action is superior to all other available methods for the fair and efficient
adjudication of this controversy since joinder of all members is impracticable. Furthermore, as
the damages suffered by individual Class members may be relatively small, the expense and
burden of individual litigation make it impossible for members of the Class to individually
redress the wrongs done to them. There will be no difficulty in the management of this action as
a class action.

SUBSTANTIVE ALLEGATIONS

22.  On August 12, 2003, the Company issued a press release touting its Second

Quarter 2003 performance entitled:
eSpeed Reports “Second Quarter 2003 Fully Taxed Operating EPS

of $0.15 and GAAP EPS of $0.14

Pre-tax Operating Earnings per Share of $0.25 Increases 92 Percent
and Revenues Grow 28 Percent Year over Year

Net Operating Margins Expand to over 35 Percent

Company Significantly Improves Outlook for Full Year 2003

23.  In the press release stated, it was reported that for the Quarter ended June 30,
2003, eSpeed had revenue of $39.1 million, and fully electronic revenue of $27.5 million.

Earnings were $8.3 million or $0.15 per share. Fully electronic volume was $7.8 trillion.
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Defendant Lutnick was quoted as having said:

"Our year-over-year pre-tax operating earnings per share growth of
92 percent demonstrates the success of our business model. Just
over a year ago we established our growth strategy, and we are
delivering on that commitment to shareholders. We are
consistently improving our profitability, this quarter delivering
35.5 percent operating margins, compared to the 29.6 percent
reported last quarter, and the 24.1 percent reported a year ago."

Defendant Amaitis was quoted as having said:

"The record US budget deficit and corresponding debt issuance
have improved the market in which eSpeed operates. We believe
that the increased US Treasury issuance, which began in the middle
of the second quarter, is indicative of the expanded US Treasury
market that is at the heart of eSpeed's core business. As the leader
in US Treasuries, eSpeed is uniquely positioned to benefit from the
tremendous opportunities created by this volume and issuance

growth.”

The defendants further touted eSpeed’s performance:

The Company is raising its guidance for full year 2003 net
operating earnings to a range of $0.64 - $0.67 per share diluted and
after-tax from $0.54 per share diluted and after-tax. eSpeed's
improved guidance is predicated on the Company’s expectation that
average daily Federal Reserve US Treasury volume for the full year
2003 will be between $430 - $440 billion per day, up from the
previous expectation of between $400 - $408 billion per day. The
Company's guidance is based on its expectation that average daily
Federal Reserve US Treasury volume will be between $440 - $460
billion per day in the third and fourth quarters of 2003. eSpeed
expects to generate pre-tax operating margins in excess of 36
percent and incremental margins to continue to exceed 60 percent
for the second half of 2003. For the third quarter 2003, the
Company expects to earn in the range of $0.16 - $0.17 per share

diluted and after-tax.

Defendant Lutnick further stated:

"The tremendous growth in the US Treasury market and the
success of our price improvement (PI) software in the second
quarter resulted in a 15 percent sequential increase in both eSpeed's
revenues and fully-electronic volume. Our increased guidance for




the third quarter is based on our expectation that we will improve
our market position by outperforming the Federal Reserve US
Treasury volumes and by realizing continued traction in our price
improvement business, and we have already seen these
improvements during the month of July. We believe our unique
leadership position, at an unprecedented time of record issuance in
the US Treasury markets, coupled with our ability to leverage our
technology enhancements, leave us extremely well-positioned for
growth throughout the remainder of 2003 and beyond.”

24.  On August 23, 2004, the price of eSpeed stock rose from $22.15 from $19.95 on

volume of more than 2 million shares.

25,  On November 12, 2003, the Company issued a press release touting its Third

Quarter 2003 performance entitled:

eSpeed Reports Record Third Quarter 2003 Fully Taxed Operating
EPS of $0.19 and GAAP EPS of $0.17

Pre-tax Operating Earnings per Share of $0.31 Increase 94 Percent
and Quarterly Revenues Grow 34 Percent to $44 Million Year over

Year
Pre-tax Operating Margins Expand to 40 Percent

Company Expects Strong Results for Full Year 2004,
Guiding Fully Taxed Operating EPS of $0.80-0.84

26. The Company reported revenues for the third quarter 2003, ended September 30,
2003, of $44.3 million. Fully electronic revenues increased to $32.3 million. Fully electronic

volume for the third quarter 2003 was $9.6 trillion. The Company reported fully taxed operating

income of $10.8 million, or $0.19 per share.

Defendant Lutnick was reported as having said:

"Our strong results this quarter were primarily based on our
unmatched position as the leading electronic platform in the US
Treasury market. eSpeed's market position dramatically improved



as evidenced by both our volume growth outpacing that of the
Federal Reserve US Treasury average daily volumes as well as the
success and continued traction of our Price Improvement PD
product enhancement. During the third quarter, we saw increases in
both the number of PI users as well as the number of transactions
executed using Price Improvement.”

Defendant Amaitis was reported to have stated:

“Qur foreign exchange product has received excellent customer
feedback, and we believe it has the potential to transform the
foreign exchange market by increasing efficiency and broadening
market participation. We remain on target with the roll-outs of both
our mortgage backed securities and interest rate swaps products
which will be on traders’ desktops by the end of the year.” '

It was also disclosed that:
The Company maintains its full year 2003 operating income
guidance in a range of $0.65 - $0.67 per share diluted and after-tax,
which includes actual third quarter results and guidance for the
fourth quarter. Full year 2003 guidance is predicated on the
expectation ' that average daily Federal Reserve US Treasury
volume will be between $436 and $439 billion.

For the full year 2004, eSpeed expects to generate revenue in
excess of $185 million and expects its pre-tax operating margins to
exceed 41 percent for the full year. eSpeed anticipates that its
incremental margins will exceed 75 percent for the full year 2004.
Operating earnings for 2004 are expected to be in a range of $0.80
and $0.84 per share diluted and after-tax. This guidance is based on
the Company's expectations that average daily Federal Reserve US
Treasury volume will be between $490 and $510 billion for the full

year 2004.
Defendant Lutnick was further quoted as having said:

"With impressive results so far in 2003, we are well positioned to
continue our growth in 2004. We expect 2004 will be characterized
by continued US Treasury market issuance with additional US
Treasury benchmark issues being added, further traction in our
Price Improvement and Contingent Order product enhancements as
well as new applications for each of these product enhancements,
and a reasonable expectation of traction in our Foreign Exchange,
Equities and other new products. We look forward to extending our
solid leadership position into 2004 and beyond.”
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