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VALUE INVESTMENT SUMMARY: 

- Great business, great margins, leading global position and NO DEBT. 

- Currently enjoying great profits due to high interest rates and interest rates are the key 
here. If those go lower and back to 1.5% from the current 5.5%, net income might half. If 
those go higher or stay stable, business will keep booming. 

- Management is against buybacks due to low float and prefers and acquisition for growth. 
Smart management, it is about owning a great business and not financial engineering. 

INVESTING CONCLUSION: 

If interest rates stay high, this is relatively cheap, but if interest rates drop, the stock could 
follow. Thus, the stock is a relative buy at the moment but not an absolute margin of safety 
value investment buy.  

I am waiting for temporary negative influence on positive long-term underlying 
fundamentals. 
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Interactive Brokers Stock Overview - IBRK 

Over the last decade the stock and the broker did well as internet investing became 
mainstream. The business survived the 2010s with zero interest rates and boomed on a higher 
number of internet customers and recent higher interest rates. 

 

Of course, everything related to financial businesses had the zero-interest rate tailwind and 
all was emphasized by the pandemic money printing boom. However, that was in the past, 
and the company managed to build a leading global broker position, looks still a step ahead 
over the competition and isn't expensively priced with a PE ratio of 17. 

For those who want an international broker that covers all markets, please check it by using 
the following link as I get a small fee for every unique click (thanks for your support). 
INTERACTIVE BROKERS LINK 

Let's check the business, financials and then conclude with a risk and reward analysis for 
current investing alongside a watch list perspective for future, possibly better opportunities. 

  

https://www.interactivebrokers.ie/mkt/?src=svencarlinphdy4&url=%2Fen%2Findex.php%3Ff%3D40071
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Interactive Brokers - The Business - Leading Global Online Brokerage 

I think their advantage is that they can offer global trading (all assets, even crypto) on more 
than 150 markets, low fees and you can use them from whatever country you are from, which 
is something very few brokers can offer. 

 

Source: Investor Relations 

When it comes to online brokers where the assets are held in the street's name, not yours, 
you also want that your assets are safe. The company has no long-term debt, the equity of the 
business is $14 billion, and they are working on having more equity to increase safety. 

 

https://investors.interactivebrokers.com/ir/main.php
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The total assets owned by the customers push the asset side of the balance sheet to $128 
billion. Given the $140 trillion bond market and $60 trillion global stock market, plus other, 
there is plenty of room to grow there. 

 

The advantages are the following: 
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and I think the key is that the above is offered globally and that has allowed for strong growth 
in clients and investments: 

 

It is clear the company has a great onboarding strategy during the pandemic when people 
were getting money while sitting on the couch and there was a stock market bonanza. They 
actually quadrupled the number of accounts since 2020. Of course, we can't expect similar 
growth going forward, but the base is pretty large there for good profitability. Plus, the broker 
is voted as best on many investment platforms: 
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The company is working on diversifying the client base, going from the current focus on 
individual investors to others like hedge funds. 

 

 

They do have an interesting ownership structure with membership interests but only the 
public float is accounted into earnings per share: 
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They could use the equity to push the stock price 5x easily but there is no point in doing that 
as it is pure financial engineering, as the CEO says. 

 

To conclude on the business: Leading market position, global scale advantage and with the 
global community growing, the runway could be a longer one.  
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Last Results Q4 2023 

2023 was a good year for the business as the markets were up and interest rates remained 
high which led to record numbers for the broker. 

 

Earnings were up and practically all metrics and what might be key is the pretax profit margin 
of 71%. High profit margins usually describe good businesses. Also, such a high profit margin 
means that even if things change dramatically the company should still be profitable and 
survive.  



Stock Market Research Platform Sven Carlin  6 February 2024 

 

In the conference call, the CEO mentioned how he thinks interest rates could remain higher 
than expected which would bode well for the company but also that he thinks they can 
maintain a 70% margin even with 3 rate cuts. 

 

His thesis on higher for longer inflation and interest rates is based on increased shipping costs 
and geopolitical issues, bad demographics leading to increased cost of skilled labor in 
developed countries and deficits where large deficits lead to spending and higher interest 
rates lead to even larger deficits and the high costs of environmental spending. He sees the 
potential for rates to go as high as 7%: (time will tell) 
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A look at the numbers. This business as it is now can be explained as an interest rates game. 
Net interest income below was $2.8 billion while non-interest net income for 2023 was $1.5 
billion. For me, this is also the key risk. If interest rates stay high or go higher, great, but if 
interest rates go lower or the spread narrows, it could give a significant blow to revenues and 
net income. Total non-interest income was up from $1.4 billion to $1.55 billion and that is how 
I look at the business with interest income a more random variable. 
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In 2020 and 2021 net interest income was $0.8 and $1.1 billion or just around a third of the 
current but still, the company was profitable. However, from a financial perspective, there is 
a big difference between earnings per share of $2.5 and $5. 
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Just to note the increase in shares outstanding going from 100 million to 108 million, which is 
significant for dilution and takes away from the real earnings.  

The 10-Q is not out yet but I have checked last years and the compensation to employees is 
significant at almost half a billion. But the business is growing, EPS is growing, and they can 
pay that, thus it is what it is. 

 

2022 10-Q report: 

 

 

The management is constantly working on new things and creating a larger and larger offering 
platform in order to scale over time. 
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Source: SA - transcript from conference call 

The focus is on growth and here is something very peculiar about buybacks said by the 
manager: 

https://seekingalpha.me/SvenCarlin
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He is not going to do buybacks because that would push the stock higher and higher because 
of the low float. He hopes there will be a takeover opportunity. 

To conclude on earnings, all seems to be great now, which is usually not the best time to invest 
into a business. On the other hand, if things continue to go well, this will go higher, but there 
isn't a big margin of safety at the moment for value investors. 
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Interactive Brokers financials 

The financials look great but we are in the growing 'everything bubble' at the moment: 

 

There had been a significant dip after the 2008/2009 GFC when interest rates went to zero 
but the company was mostly profitable. Now there is more scale, more customers so it 
should all look great, but a crisis would slow down things for sure. 

Part of their client's assets are on the balance sheet so don't get confused by the liabilities, 
the key is that there is no long-term debt and they have $14 billion in equity. In the 
conference call an analyst asked whether they can use $10 billion of that for acquisitions and 
the answer was that $10 billion was a bit high, but we can estimate that $7 billion could be 
excessive capital to deploy. Not bad on a $40 billion market cap. 
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High margins and no debt mean it is very unlikely the business will go bust, which gives it a 
margin of safety from that perspective. 
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Investing in Interactive Brokers Now and Tomorrow 

Now, it looks good, but if customers get scared and lower their margin accounts, where I think 
the lower margin rates compared to the competition is also what attracts customers, as most 
people want to get rich fast, there is also a risk there. Plus, the risk of lower interest rates. 

If Interest rates drop significantly, net income would suffer. If rates globally decline by 100 
basis points, net income would drop by $300 million. With total net income at $2.8 billion it 
doesn't sound much, but it is something to consider. Of course, if interest rates drop 400 basis 
points to 1.55%, then net income would likely half as margin and other net income would fall 
too. 400 basis points decline would lead to a $1.2 billion decline in net income, from $2.8 to 
$1.6. 

 

The broker would definitely survive a bad year or two given the margins are staggering, but 
the stock might not do the same, which would create an opportunity. 

 

I would say net income could half in a bad environment and go back to 2018/2019 levels, at 
around $1 billion, which would then with a big of the market having a negative sentiment and 
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a PE ratio of 10, offer a very interesting buy if the underlying business is still focused on growth. 
Of course, that would mean a 70% stock price drop and a bad scenario, but that is what would 
make it a great buy (keep in mind the stock was trading there not a long time ago). 

 

Of course, all else equal and with no changes in the environment, the stock looks fairly priced. 
I am looking at estimates and analysts see a drop in the next two year as they expect lower 
interest rates, or better to say stability.  

 

As said, growth ahead is hard to expect if interest rates drop, but this could be one to watch 
as it is a very interesting business from the business quality perspective with extreme margins 
and a leading global position. 

My Take 

I like the extremely high margin position, the correlation with assets (keep in mind inflation 
over time), the commission business, the global leading and growing position. 
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I don't like that the current earnings seem a bit inflated thanks to the environment and high 
risk taking from clients, if and when that reverts and the market's sentiment falls, this could 
be interesting due to the above positive business things I mentioned. 

Goes on the covered stocks list and I am waiting for temporary negative influence on positive 
long-term underlying fundamentals. 
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