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,3$+A3;!A#!A.3!3G38A'!>8!+;;>A>#8!A#!$#==3=!#?!
+8->$$+,6!O#5=%!!&A!>=!;>??>-@$A!>?!8#A!>BC#==>5$3!
A#!=3C+,+A3!A.3=3!O#5!$#==3=!?,#B!A.#=3!
,3=@$A>82!?,#B!A.3!>BC+-A!#?!A.3!,3-3==>#8'!+!
B+O#,!B+,93A!-#,,3-A>#8!+8;!A.3!#8F2#>82!
=A,@-A@,+$!-.+823=!>8!A.3!=3-@,>A>3=!>8;@=A,6!
A.+A!-+$$=!A.3!c+$$!IA,33A!+,3+!.#B3%!!:!?@$$!
)\e!#?!gI!?>8+8->+$!=3,G>-3=!3BC$#6B38A!K+=!
$#-+A3;!>8!(fV'!+8;!A.3!#G3,K.3$B>82!
B+O#,>A6!#?!A.3=3!O#5=!K3,3!-#8-38A,+A3;!>8!
$#K3,!*+8.+AA+8%!!Q+-.!#?!A.3=3!O#5=!=@CC#,A=!
AK#!#A.3,!O#5=!>8!A.3!$#-+$!3-#8#B6!>8!G+,>3;!
>8;@=A,>3=!,+82>82!?,#B!C,>8A>82'!+;G3,A>=>82'!
$32+$!+8;!-#8=@$A>82!=3,G>-3=!A#!,3=A+@,+8A='!
.#A3$='!+8;!+!B6,>+;!#?!=B+$$!38A3,C,>=3=%!!
R3C#,A3;$6'!#8$6!+!?,+-A>#8!#?!/4Y'D/D!
3BC$#633=!#?!+$$!>8;@=A,>3=!_A.3!=3-@,>A>3=!
>8;@=A,6!+--#@8A>82!?#,!83+,$6!/00'000!#?!A.3!
A#A+$`!>8!$#K3,!*+8.+AA+8!K.#!K3,3!
;>=C$+-3;!+?A3,!DE//!.+G3!,3A@,83;!A#!A.3!
+,3+%!:$B#=A!40e!#?!3BC$#633=!K.#!K#,93;!
>8!?>,B=!>8!$#K3,!*+8.+AA+8!.+G3!5338!
B#G3;!3$=3K.3,3'!K>A.!,#@2.$6!.+$?!#?!A.#=3!
?>8;>82!83K!N@+,A3,=!3$=3K.3,3!>8!A.3!V>A6'!
C,>8->C+$$6!>8!*>;A#K8%!!U.3!B>2,+A>#8!#?!
O#5=!#@A=>;3!(f!IA+A3'!C,>8->C+$$6!A#!(3K!
X3,=36!+8;!A#!+!$3==3,!3JA38A'!V#883-A>-@A'!K>$$!
.+G3!;,+B+A>-!-#8=3N@38-3=!?#,!(f!V>A6!+8;!
IA+A3!?>8+8-3=%!!:!=>28>?>-+8A!C#,A>#8!#?!A.3=3!
O#5=!K3,3!2383,+A3;!;>,3-A$6!#,!>8;>,3-A$6!56!
A.3!=3-@,>A>3=!>8;@=A,6%!*+86'!C3,.+C=!+=!
B+86!+=!.+$?'!#?!A.3=3!B#G3=!B+6!53!
C3,B+838A%!!
!
&8!+;;>A>#8!A#!A.3!,3$#-+A>#8!#?!5@=>83==!
#C3,+A>#8='!A.3!>BC+-A!#?!DE//!+$=#!$3;!A#!A.3!
$#==!#?!O#5=%!!&8!A.3!=3-@,>A>3=!>8;@=A,6!>A!
+--3$3,+A3;!+8;!3J+-3,5+A3;!;3-$>8>82!
3BC$#6B38A!+=!A.3!>8;@=A,6!;#K8=><3;!>8!
,3=C#8=3!A#!=3N@38A>+$!N@+,A3,$6!;3-$>83=!>8!
,3G38@3=!+8;!C,#?>A=!?,#B!A.3!,3-#,;!$3G3$=!#?!
/lb0/%!!U.3!$#==!#?!A.3=3!O#5=!C$+-3=!=A,+>8=!#8!
8#A!#8$6!A.3!>8;>G>;@+$=!+8;!?+B>$>3=!+??3-A3;!
5@A!#8!.3+$A.!+8;!.@B+8!=3,G>-3=!C,#G>;3;!
56!A.3!=A+A3!+8;!$#-+$!2#G3,8B38A=!K.>-.!
=>B@$A+83#@=$6!=@??3,!?,#B!B@-.!B#,3!
$>B>A3;!+5>$>A>3=!A#!B33A!A.#=3!=A,+>8=!;@3!A#!+!!
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;,+B+A>-!3,#=>#8!#?!A.3>,!A+J!5+=3%!!U.3!
+G3,+23!?>J3;!-#BC38=+A>#8!?#,!A.3!=3-@,>A>3=!
>8;@=A,6!>8!A.>=!+,3+!>=!83+,$6!?>G3!A>B3=!A.3!
=A+A3!+G3,+23%!!U.3!+,3+!53$#K!/[A.!IA,33A!>8!
*+8.+AA+8!+--#@8A=!?#,!/\e!+8;!)\e!#?!+$$!
C,>G+A3!=3-A#,!K+23=!C+>;!>8!(f!IA+A3!+8;!(f!
V>A6'!,3=C3-A>G3$6'!+8;!+!=@5=A+8A>+$$6!2,3+A3,!
C3,-38A+23!#?!G+,>+5$3!-#BC38=+A>#8%!!U.3!
>BC+-A!#8!(3K!f#,9!V>A6!+8;!IA+A3!5@;23A=!
K>$$!53!-#8=>;3,3;!=3C+,+A3$6!>8!#@,!83JA!>==@3!
#?!R3=3+,-.!R3C#,A=%!!U.3!=A+A3!+8;!$#-+$!
3-#8#B>3=!.+G3!,3B+>83;!>8!,3-3==>#8!+8;!
$>93$6!K>$$!-#8A>8@3!A#!53!B>,3;!A.3,3!A.,#@2.!
B#=A!#?!)00)'!3G38!+=!g%I%!,3+$!dZ1!2,#KA.!
,35#@8;3;!>8![l!b0/'!53?#,3!+--3$3,+A>82!>8!
/lb0)%!
!

Physical Damage
U.3!+B#@8A!#?!C.6=>-+$!C,#C3,A6!;+B+23!
+CC3+,=!A#!53!53AK338!h)[!5>$$>#8!+8;!h)k!
5>$$>#8%!!H?!A.>=!A#A+$'!h/YFh)/!5>$$>#8!>=!
53$>3G3;!A#!53!-#G3,3;!56!>8=@,+8-3%!!:A!A.3!
38;!#?!)00/'!h/a%4!5>$$>#8!#?!-#BB3,->+$!
C,#C3,A6!;+B+23!-$+>B=!.+;!+$,3+;6!5338!
?>$3;'!#@A!#?!+!A#A+$!#?!h/Y%\!5>$$>#8!A#A+$!-$+>B=!
A.+A!K3,3!?>$3;!56!A.+A!A>B3%!!M#K3G3,'!A#A+$!
>8=@,+5$3!-$+>B='!?,#B!5#A.!$#==!#?!$>?3!+8;!
C,#C3,A6'!+,3!3JC3-A3;!A#!53!#G3,!h\0!5>$$>#8%!!!
!
IC3->?>-+$$6'!=>J!5@>$;>82=!-#BC,>=>82!A.3!
cUV!-#BC$3J!K3,3!-#BC$3A3$6!;3=A,#63;'!
A#A+$>82!/4%[)!B>$$>#8!=N%!?A%'!,3=@$A>82!>8!+8!
3=A>B+A3;!$#==!#?!h\%)Fha%Y!5>$$>#8%!(>83!
5@>$;>82=!_>8-$@;>82!/F[!c#,$;!7>8+8->+$!
V38A3,'!/[0!P,#+;K+6'!/!T>53,A6'!40!T>53,A6'!
/0/!P+,-$+6'!+8;!))!V#,A$+8;`!=@??3,3;!=3,>#@=!
;+B+23!+8;!,3N@>,3;!3JA38=>G3!,3C+>,!53?#,3!
A.36!-#@$;!53!,3#--@C>3;%!U.3=3!8>83!
5@>$;>82=!-#8A+>8!+!A#A+$!#?!/\%/!B>$$>#8!=N%!?A%'!
+8;!A.3!;+B+23!A#!A.3B!>=!3=A>B+A3;!+A!h/%4!
5>$$>#8%!I>JA338!5@>$;>82=!,3C,3=38A>82!
+8#A.3,!/0!B>$$>#8!=N%!?A%!=@??3,3;!B>8#,!
;+B+23='!+8;'!>8!B#=A!-+=3='!-#BC$3A3!
,3#--@C+8-6!.+=!#--@,,3;!#,!>=!C#==>5$3%!
Z+B+23!A#!A.3=3!?+->$>A>3=!>=!3=A>B+A3;!+A!h0%[!
5>$$>#8%!HG3,![00!#A.3,!5@>$;>82=!K3,3!
3J+B>83;!A.+A!.+;!=#B3!=>28>?>-+8A!;+B+23'!
C,>8->C+$$6!A#!?+-+;3=!+8;!K>8;#K='!K>A.!A.3!

=3G3,>A6!#?!A.3!;+B+23!+8;!A.3!+AA38;+8A!
,3C+>,!-#=A=!G+,6>82!K>A.!C,#J>B>A6!A#!A.3!=>A3!
#?!A.3!+AA+-9%!
!
I>28>?>-+8A!;+B+23!K+=!;#83!A#!A.3!5+=>-!
>8?,+=A,@-A@,3!A.+A!=3,G3=!$#K3,!*+8.+AA+8!>8!
2383,+$!+8;!A.3!=3-@,>A>3=!>8;@=A,6!>8!
C+,A>-@$+,%!!R3=A#,+A>#8!#?!C#K3,'!
A,+8=C#,A+A>#8!+8;!-#BB@8>-+A>#8=!=6=A3B=!
K+=!_+8;!A#!+!-3,A+>8!3JA38A!,3B+>8=`!+!
C,>#,>A6!?#,!,3-#G3,6!3??#,A=%!!&8!A.3=3!+,3+=!
>8>A>+$!,3-#G3,6!3??#,A=!K3,3!8#A.>82!=.#,A!#?!
=A+,A$>82'!+=!(3K!f#,9b=!?>8+8->+$!B+,93A=!
K3,3!+5$3!A#!,3#C38!>8!$3==!A.+8!+!K339%!!
M#K3G3,'!?@$$!,3=A#,+A>#8!3??#,A=!K>$$!-#8A>8@3!
?#,!63+,=!A#!-#B3%!!!
!
"3,><#8'!A.3!$#-+$!A3$3-#BB@8>-+A>#8=!
=@CC$>3,'!>=!,3=A#,>82!4a!B>$3=!#?!-+5$>82'!
400'000!C.#83=!$>83=!+8;![%\!B>$$>#8!;+A+!
->,-@>A=!=3,G>82!/[0'000!@=3,='!A.+A!K3,3!
;3=A,#63;!A.+A!;+6!+A!+!-#=A!#?!h/%0Fh/%)!5>$$>#8!
#G3,!/)F/k!B#8A.=%!&8!A3,B=!#?!C#K3,!
2383,+A>#8'!V#8!Q;>=#8!$#=A!AK#!B+O#,!
3$3-A,>-+$!=@5=A+A>#8=!+8;!A.3!$#-+$!
;>=A,>5@A>#8!=6=A3B!K+=!.3+G>$6!;+B+23;]!44!
B>$3=!#?!3$3-A,>-+$!-+5$3!K3,3!;3=A,#63;%!U.3!
,3=A#,+A>#8!#?!*U:!C@5$>-!A,+8=C#,A+A>#8!A#!
4k'000!A,+G3$3,=!+8;!1+A.!A,+>8!?+->$>A>3=!A#!@C!
A#!aa'000!;+>$6!-#BB@A3,=!>=!3=A>B+A3;!A#!-#=A!
+CC,#J>B+A3$6!h4%\!5>$$>#8!+8;!h)%k!5>$$>#8'!
,3=C3-A>G3$6%!!
!
*#,3#G3,'!+!2,3+A!;3+$!#?!3N@>CB38A!+8;!
>8G38A#,6!K+=!$#=A'!C+,A>-@$+,$6!
-#BB@8>-+A>#8=!+8;!>8?#,B+A>#8!A3-.8#$#26'!
?+->$>A>3='!?@,8>A@,3!+8;!?>JA@,3=%!:8!3=A>B+A3;!
h/%Y!5>$$>#8!>8!.+,;K+,3!+8;!=6=A3B=!K+=!$#=A'!
>8!+;;>A>#8!A#!h/%\!5>$$>#8!>8!=#?AK+,3!+8;!
=3,G>-3='!+8;!h/%k!5>$$>#8!>8!?+->$>A>3='!?@,8>A@,3!
+8;!?>JA@,3='!?#,!+!2,+8;!A#A+$!#?!h\%0!5>$$>#8%!
Z3B#$>A>#8!+8;!;35,>=!,3B#G+$'!-$3+8>82'!+8;!
38G>,#8B38A+$!,3B3;>+A>#8!3??#,A=!K>$$!-#=A!
53AK338!h4%\Fh[%\!5>$$>#8%!HA.3,!-#=A=!>8-$@;3!
5@=>83==!>8A3,,@CA>#8'!$#=A!>8-#B3'!,3$#-+A>#8!
+8;!-#=A=!#?!5+-9@C!?+->$>A>3='!,3=-@3'!
,3-#G3,6'!38.+8-3;!=3-@,>A6'!+8;!G>-A>B!
+==>=A+8-3!+8;!=@CC#,A!=3,G>-3=%!U#23A.3,'!
A.3=3!-#=A=!+,3!3=A>B+A3;!+A!h\%0!5>$$>#8%!
!



 

 7 

U.3!P@=.!+;B>8>=A,+A>#8!>=!C,#G>;>82!(3K!
f#,9!V>A6!K>A.!+!h)/%\!5>$$>#8!C+-9+23!>8!
#,;3,!A#!#??=3A!=#B3!#?!A.3=3!-#=A=%!h/0%Y!
5>$$>#8!#?!A.>=!.+=!+$,3+;6!5338!+$$#-+A3;!A#!
A.3!->A6%!:8#A.3,!h\%0!5>$$>#8!#?!A.>=!A#A+$!.+=!
5338!3+,B+,93;!?#,!A+J!-,3;>A=!?#,!5@=>83==3=!
>8!$#K3,!*+8.+AA+8%!:$=#!>8-$@;3;!>8!A.>=!
C+-9+23!>=!h)%Y!5>$$>#8!?#,!cUV!=>A3!-$3+8@C!A#!
53!;>=5@,=3;!A.,#@2.!7Q*:!_A.3!73;3,+$!
QB3,238-6!*+8+23B38A!:238-6`'!h/%k!5>$$>#8!
A#!,35@>$;!=@5K+6!+8;!1:UM!A,+>8=!-$#=3!A#!
A.3!=>A3'!hY\0!B>$$>#8!?#,!"3,><#8!+8;!V#8!
Q;>=#8!,3-#8=A,@-A>#8!3??#,A='!+8;!h/aY!
B>$$>#8!A#!53!@=3;!A#!,3C+>,!A.3!,#+;=!+8;!
.>2.K+6=!-$#=3!A#!A.3!=>A3%!
!

The Impact on Industry Revenues and
Profitability
:=!K+=!B38A>#83;!3+,$>3,'!A.3!>BC+-A!#?!A.3!
A3,,#,>=A!+AA+-9=!>8!2383,+$!#8!A.3!=3-@,>A>3=!
>8;@=A,6!K+=!B>A>2+A3;!56!+!8@B53,!#?!
?+-A#,='!>8-$@;>82!A.3!,3=>$>38-6!#?!A.3!
>8;@=A,6!+8;!A.3!C3#C$3!K.#!K#,9!>8!>A%!!U.>=!
>=!,3?$3-A3;!+=!K3$$!#?!A.3!>BC+-A!#8!A.3!
>8;@=A,6b=!#C3,+A>82!>8-#B3!+8;!C,#?>A=%!!&8!
3J-3==!#?!D0e!#?!+$$!$#==3=!+,3!3=A>B+A3;!A#!
.+G3!5338!>8=@,3;'!+8;!,+C>;!,3=C#8=3=!+8;!
3??3-A>G3!;>=+=A3,!,3-#G3,6!C$+8=!,3;@-3;!A.3!
-#=A=!#?!A.3=3!3??#,A=!+8;!$>B>A3;!5@=>83==!
>8A3,,@CA>#8!$#==3=%!
!!
1,>#,!A#!A.3!A3,,#,>=A!+AA+-9'!K3!.+;!3JC3-A3;!
;#B3=A>-!C,3FA+J!C,#?>A=!A#!;3-$>83!?,#B!+!
,3-#,;!h)/!5>$$>#8!>8!)000!A#!h/\!5>$$>#8!>8!
)00/'!+=!>8;@=A,6!3JC38;>A@,3=!K3,3!-@A!
83+,$6!>8!$>83!K>A.!+!;,+B+A>-!;3-$>83!>8!
,3G38@3=%!!&8!A.3!+?A3,B+A.!#?!A.3!+AA+-9=!K3!
$#K3,3;!#@,!C,#O3-A>#8=!?#,!)00/!C,#?>A=!A#!
h/0%)!5>$$>#8%!!&8!?+-A'!?@$$!63+,!;+A+!,3$3+=3;!
$+=A!K339!=.#K!C,#?>A=!;>;!C$@823!A#!ha)4!
B>$$>#8!>8!4lb0/'!53?#,3!C+,A>+$$6!,35#@8;>82!
A#!h)%k!5>$$>#8'!$+,23$6!+=!3JC3-A3;'!>8!A.3!?>8+$!
N@+,A3,!A#!$>B>A!A.3!;3-$>83!>8!C,#?>A=!A#!h/0%[!
5>$$>#8!?#,!+$$!#?!$+=A!63+,%!!Z3A+>$=!#?!)00/!
=3-@,>A>3=!>8;@=A,6!C3,?#,B+8-3!-+8!53!?#@8;!
>8!#A.3,!,3=3+,-.!,3C#,A=!#8!#@,!K35=>A3%!
!

Lessons Learned
H??>->+$=!+8;!5@=>83==!C3#C$3!+A!+$$!$3G3$=!
.+G3!$3+,83;!$3==#8=!?,#B!A.3!A,+23;6%!
V$3+,$6'!A.3,3!>=!+!.3>2.A383;!+K+,383==!#?!
A.3!>BC#,A+8-3!#?!,>=9!B+8+23B38A!+8;!A.3!
G+$@3!#?!-#8A>8238-6!+8;!;>=+=A3,!,3-#G3,6!
C$+88>82!.+=!5338!,3+??>,B3;%!!U.#=3!?>,B=!
A.+A!.+;!=@-.!C$+8=!+$,3+;6!>8!C$+-3!53?#,3!
DE//!.+;!+!-$3+,!+;G+8A+23!#G3,!A.#=3!A.+A!
;>;!8#A'!+=!A.36!K3,3!+5$3!A#!+G#>;!$#==3=!>8!
5@=>83==!>8A3,,@CA>#8%4!!I#B3!3$3B38A=!#?!
-#8A>8238-6!C$+88>82!>8-$@;3!=6=A3B+A>-!;+A+!
+,-.>G>82'!@C;+A3;!>8?#,B+A>#8!$>=A=!?#,!+$$!
3BC$#633='!+8!3B3,238-6!-+$$F>8!8@B53,!#,!
K35=>A3'!+8;!3BC$#633=!-$3+,$6!98#K>82!A.3>,!
,#$3=!;@,>82!+8!3B3,238-6%!c.>$3!A.3=3!
3$3B38A=!B+6!=#@8;!#5G>#@='!A.36!;>;'!>8!
+;;>A>#8!A#!C,#BCA!,3=C#8=3=!+8;!.3,#>-!
3??#,A=!56!3B3,238-6!C3,=#883$'!=@5=A+8A>+$$6!
B>A>2+A3!A.3!=3-#8;+,6!+8;!A3,A>+,6!>BC+-A!#?!
A.3!3G38A%!
!!
13,.+C=!A.3!?>,=A!B#=A!>BC#,A+8A!#G3,+$$!
$3==#8!A#!933C!>8!B>8;!>8!A3,B=!#?!>BC,#G>82!
;>=+=A3,!,3-#G3,6!C$+88>82!>=!A#!3G+$@+A3!A.3!
-#8A>8238-6!833;=!#?!3+-.!5@=>83==!@8>A'!8#A!
>8!>=#$+A>#8'!5@A!>8A32,+A3;!K>A.!+$$!=6=A3B=!
+8;!#C3,+A>#8=%!R32@$+,$6!>8G38A#,6>82!
.+,;K+,3!+8;!=#?AK+,3!A#!;3A3,B>83!K.+A!
=6=A3B=!+,3!-,@->+$!+$$#K=!A.3!?>,B!$+A3,!A#!
C,>#,>A><3!A.3!,3C+>,!#,!,3C$+-3B38A!#?!A.#=3!
=6=A3B=!-#,,3-A$6%!!Q$>B>8+A>82!=>82$3!C#>8A=!
#?!?+>$@,3!>8!&U!=6=A3B=!>=!-,@->+$%!!I#B3!
=@223=A!A.+A!>8;@=A,6FK>;3!C,#O3-A=!=@-.!+=!
f)S!+8;!;3->B+$><+A>#8!K3,3!5383?>->+$!A#!
?>,B=b!-#8A>8238-6!C$+8=%!!&8!C+,A'!>8!
,3-#28>A>#8!#?!A.>='!+!=>B>$+,!>8;@=A,6FK>;3!
C,#O3-A!.+=!3G#$G3;!>8!,3=C#8=3!A#!A.3!+AA+-9=!
#?!DE//!+8;!>=!$3;!56!A.3!P@=>83==!V#8A>8@>A6!
1$+88>82!V#BB>AA33%!!!!
!
Q$>B>8+A>82!=>82$3!C#>8A=!#?!?+>$@,3!>8!=6=A3B=!
#A.3,!A.+8!&U!>=!+$=#!+A!A.3!.3+,A!#?!5@=>83==!
-#8A>8238-6!C$+88>82%!U.3!=3-#8;!B#=A!
>BC#,A+8A!#G3,+$$!$3==#8!>=!A.3!23#2,+C.>-!
+8;!A3BC#,+$!;>=C3,=>#8!#?!C3,=#883$'!
?+->$>A>3='!+8;!-#883-A>G>A6%!g8?#,A@8+A3$6'!A.3!
-#8A>8238-6!C$+8=!#?!B+86!?>,B=!.>823;!#8!!
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=3G3,+$!936!C3#C$3!K>A.>8!3+-.!?>,B%!:$=#'!
+G#>;>82!;3C38;38-6!#8!+!=>82$3!
>8?,+=A,@-A@,3!=6=A3B'!+=!>8!C#K3,'!A3$3-#B'!
+8;!A,+8=C#,A+A>#8!>=!=338!+=!-,>A>-+$%!!c>A.!
,32+,;!A#!A3$3-#B'!3+-.!5@=>83==!B@=A!.+G3!
B#5>$3!+8;!K>,3$3==!=#$@A>#8=!A#!-#BC$3B38A!
$+8;F5+=3;!$>83=%!!d3#2,+C.>-!;>=C3,=>#8!#?!
C,>B+,6!+8;!5+-9F@C!?+->$>A>3=!K>$$!.3$C!
,3=#$G3!;3C38;38-6!#8!=>82$3!C#>8A=!#?!?+>$@,3!
#?!C#K3,!+8;!A,+8=C#,A+A>#8!?+->$>A>3=%!
!
:!A.>,;!#G3,+$$!$3==#8!A.+A!.+=!5338!$3+,83;!>=!
A.3!833;!?#,!2,3+A3,!C,>G+A3!=3-A#,!
>8G#$G3B38A!>8!C@5$>-!C#$>-6!?#,B@$+A>#8!+8;!
>BC$3B38A+A>#8%!V@,,38A$6!K3!+,3!=33>82!
@8C,3-3;38A3;!$3G3$=!#?!C@5$>-!+8;!C,>G+A3!
=3-A#,!-##C3,+A>#8%!&8!A.3!?>8+8->+$!=3-A#,'!A.>=!
532+8!K>A.!,+C>;'!O#>8A!3??#,A=!A#!,3#C38!
?>8+8->+$!B+,93A=!+8;!B>A>2+A3!B+,93A'!
$>N@>;>A6!+8;!=3AA$3B38A!,>=9!+,>=>82!?,#B!A.3!
;>=,@CA>#8!#?!-#883-A>G>A6!+8;!8#,B+$!
#C3,+A>#8=%!!U.3=3!O#>8A!3??#,A=!.+G3!-#8A>8@3;!
>8A#!A.3!C,3=38A!+=!C,>G+A3!?>,B=!+,3!@=>82!
A##$=!=@-.!+=!I@=C>->#@=!:-A>G>A6!R3C#,A=!>8!
#,;3,!A#!.3$C!A.3!?3;3,+$!2#G3,8B38A!>;38A>?6!
$+@8;3,3;!B#836!A.+A!-#@$;!53!@=3;!A#!?@8;!
A3,,#,>=A=%!V$3+,$6'!A.3!A.,3+A!#?!=@=A+>83;!
A3,,#,>=B!B@=A!$3+;!A#!+!B#,3!,3+$>=A>-!
3G+$@+A>#8!#?!G@$83,+5>$>A>3=!+8;!A.3>,!
C,#5+5>$>A>3=%!!H83!#?!A.3=3!G@$83,+5>$>A>3='!
5,#@2.A!>8A#!.>2.!,3$>3?!>8!A.3!+?A3,B+A.!#?!
DE//'!>=!#C3,+A>#8+$!,>=9!C#=3;!56!A.3!
>8A3,,@CA>#8!#?!A.3!=3AA$3B38A!-6-$3%!!HG3,!/00!
5,#93,F;3+$3,='!3J-.+823='!@A>$>A>3='!
2#G3,8B38A!+238->3=!+8;!#A.3,!>8A3,3=A!
C+,A>3=!.+G3!O#>83;!A.3!P@=>83==!V#8A>8@>A6!
1$+88>82!V#BB>AA33!A#!-##,;>8+A3!B>A>2+A3!
+8;!B+8+23!A.>=!+8;!#A.3,!,>=9=%!!!!
!

Finding Balance
c>A.!,32+,;!A#!A.3!?@A@,3!#?!$#K3,!*+8.+AA+8'!
K3!.+G3!=338!A.+A!A.3,3!>=!5#A.!G+$@3!+8;!
;+823,!>8!-#8-38A,+A>#8%!!&8!A.3!3+,$6!/Dk0b=!
(3K!f#,9!V>A6!+--#@8A3;!?#,!4De!#?!A#A+$!
8+A>#8+$!=3-@,>A>3=!>8;@=A,6!3BC$#6B38A%!!
1,>#,!A#!DE//!A.>=!.+;!;3-$>83;!A#!)\e!53?#,3!
+CC3+,>82!A#!=A+5>$><3!+A!A.+A!$3G3$'!+=!A.3!-#=A!
=+G>82=!#5A+>83;!>8!$#K3,!,38A='!A+J3=!+8;!
-#BC38=+A>#8!#@A=>;3!#?!(3K!f#,9!V>A6!K3,3!

53>82!#??=3A!56!A.3!.>2.3,!3??>->38-6!+8;!
C,#;@-A>G>A6!53=A#K3;!56!A.3!-#8-38A,+A3;!
iB+,93A!-@$A@,3j!#?!c+$$!IA,33A%!!U.3!$+=A!
A.,33!;3-+;3=!#?!8+A@,+$!23#2,+C.>-!
;>=C3,=>#8'!+$#82!K>A.!A.3!>BC+-A!#?!DE//'!.+=!
A+@2.A!A.3!833;!?#,!5+$+8-3%!!P+$+8-3=!B@=A!53!
+$=#!53!=#@2.A!53AK338!A.3!833;!?#,!
+;;>A>#8+$!=3-@,>A6!+8;!A.3!-#=A!#?!#5A+>8>82!
>A'!+=!K3$$!+=!53AK338!A.3!833;!?#,!;>=-$#=@,3!
+8;!A.3!,>2.A!A#!C,>G+-6%!!I>B>$+,$6'!5+$+8->82!
A.3!833;!?#,!+!C@5$>-!B3B#,>+$!+A!A.3!cUV!
=>A3!K>A.!-#BB3,->+$!=C+-3!K>$$!53!
-.+$$382>82%!!!
!
c.>$3!B+86!;3->=>#8=!B@=A!53!B+;3!=##8'!
A.#=3!,3$+A3;!A#!A.3!K#,9!A#!?@$$6!,3=A#,3!
C#K3,!+8;!A,+8=C#,A+A>#8!>8?,+=A,@-A@,3'!833;!
A#!53!B+;3!?>,=A!C,>#,>A>3=%!!U.3=3!+,3!C,3==>82!
833;='!+$53>A!3B#A>#8+$$6!$+;38!#83=%!
M#K3G3,'!;3$+6=!>8!B+9>82!A.3=3!;3->=>#8='!
+8;!-+,,6>82!A.3B!#@A'!;@3!A#!3B#A>#8+$!
>==@3=!K>$$!,+>=3!-#=A='!B+9>82!>A!$3==!$>93$6!
A.+A!?>,B=!K>$$!=A+6!>8!$#K3,!*+8.+AA+8!#,!
A.#=3!O#5=!A.+A!.+G3!$3?A!K>$$!,3A@,8%!U.3=3!
.>2.FC+6>82!O#5=!>8!A.3!?>8+8->+$!=3-A#,!.+G3!
C#K3,3;!A.3!(f!V>A6!+8;!IA+A3!3-#8#B6!>8!
A.3!C+=A!A38!63+,=%!!U.3,3?#,3'!,35@>$;>82!+!
G>5,+8A!?>8+8->+$!=3-A#,!>8!$#K3,!*+8.+AA+8!
+8;!A.3!-#BB@8>A6!A.+A!-#+$3=-3=!+,#@8;!>A!>=!
-,@->+$!A#!A.3!?@A@,3!#?!A.3!$#-+$!+8;!=A+A3!
3-#8#B6%!!*+>8A+>8>82!(3K!f#,9!+=!A.3!
C,33B>838A!?>8+8->+$!-38A3,!#?!A.3!K#,$;!
-+,,>3=!=>B>$+,!K3>2.A!?#,!A.3!.3+$A.!#?!A.3!
8+A>#8+$!3-#8#B6%!!R35@>$;>82'!K.>$3!
.#8#,>82!K.+A!K+=!$#=A'!>=!>BC#,A+8A!A#!@=!+$$'!
8#A!O@=A!3-#8#B>-+$$6'!5@A!=#->+$$6!+8;!
-@$A@,+$$6!+=!K3$$%!!c3!+=!+!C3#C$3'!K3!+=!+!
8+A>#8'!K>$$!53!O@;23;!56!.#K!K3!,3=C#8;!A#!
A.>=!A,+23;6%!!

M++3N+3C!$
/!I33!7,+89!:%!73,8+8;3<'!iU.3!Q-#8#B>-!&BC+-A!#?!
I3CA3B53,!Q$3G38A.!#8!A.3!I3-@,>A>3=!&8;@=A,6'j!I&:!
R3=3+,-.!R3C#,A='!"#$%!&&'!(#%!k'!DE40E0/%!7,33!+--3==!+A^!
.AAC^EEKKK%=>+%-#BE,3?3,38-3mB+A3,>+$=E.AB$E,3=3+,
-.m,3C#,A=%.AB$!

)!I33!X@;>A.!T%!V.+=3'!iR3=A#,>82!&8;@=A,6!7@8-A>#8+$>A6!
:?A3,!DE//'j!I&:!R3=3+,-.!R3C#,A='!"#$%!&&'!(#%!D'!
//E)E0/%!7,33!+--3==!+A^!
.AAC^EEKKK%=>+%-#BE,3?3,38-3mB+A3,>+$=E.AB$E,3=3+,
-.m,3C#,A=%.AB$!

4!I33!iR3=A#,>82!&8;@=A,6!7@8-A>#8+$>A6!:?A3,!DE//%j!
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!

Personal Postscripts: Words In Honor of the Day
!

U.3!>8>A>+$'!I3CA3B53,!,3C#,A!#?!A.3!>BC+-A!#?!DE//!-+,,>3;!
K>A.!>A!+!N@#A+A>#8!?,#B!U3886=#8'!K.>-.!+A!A.3!A>B3!=33B3;!
?>AA>82!5#A.!+=!+8!3JC,3==>#8!#?!2,>3?!+8;!A#!-#8G36!A.+A!+!
$#82'!C+>8?@$!#;6==36!$+6!53?#,3!@=%!!I#B3!?#@8;!-#B?#,A!
>8!A.>=%!!:--#,;>82$6'!A.+A!C+==+23!>=!,3C,#;@-3;!.3,3!+$#82!
K>A.!AK#!#A.3,!5>A=!#?!C#3A,6!A.+A!+$=#!=33B!+CC,#C,>+A3%!

!
!
!

!"#$%"&'$("&)*&+,-./0&'$("&,1)2.*0&
,/2&+"#$%"&&

3.&,4.&/#+&/#5&+",+&*+4./%+"&5")("&
)/&#62&2,7*&

8#9.2&.,4+"&,/2&".,9./0&+",+&5")("&
5.&,4.0&5.&,4.&:&

;/.&.<$,6&+.'=.4&#>&".4#)(&".,4+*0&

8,2.&5.,-&17&+)'.&,/2&>,+.0&1$+&*+4#/%&
)/&5)66&

!#&*+4)9.0&+#&*..-0&+#&>)/20&,/2&/#+&+#&7).62?&

31''<*&'$F$-L<**1*$

nnnnnnnnnnnnn!

@>&7#$&(,'.&+")*&5,70&

!,-)/%&,/7&4#$+.0&*+,4+)/%&>4#'&,/75".4.0&

A+&,/7&+)'.&#4&,+&,/7&*.,*#/0&

@+&5#$62&,65,7*&1.&+".&*,'.B&7#$&5#$62&",9.&+#&
=$+&#>>&

C./*.&,/2&/#+)#/?&D#$&,4.&/#+&".4.&+#&9.4)>70&

@/*+4$(+&7#$4*.6>0&#4&)/>#4'&($4)#*)+7&

;4&(,447&4.=#4+?&D#$&,4.&".4.&+#&-/..6&

3".4.&=4,7.4&",*&1../&9,6)2?&&

3O$!O$CL"&($F$M&;9$P;09(1(*Q$="((L1$R"//"'>$

nnnnnnnnnnnnnnn

!

E.&5"#&6.,4/*&'$*+&*$>>.4?&A/2&.9./&)/&#$4&

*6..=0&=,)/&+",+&(,//#+&>#4%.+&>,66*&24#=&17&24#=&

$=#/&+".&".,4+0&,/2&)/&#$4&#5/&2.*=,)40&,%,)/*+&

#$4&5)660&(#'.*&5)*2#'&+#&$*&17&+".&,5>$6&%4,(.&

#>&F#2?&

S1*6)<L;*$$TDTFUTV$@OJO$F$-'("(L1/$

nnnnnnnnnnnnn!
!
!
!
!"#$%&'(&!)"$#$*)+&
C./)#4&G)(.&H4.*)2./+0&I").>&J(#/#')*+&,/2&K)4.(+#40&L.*.,4("!!!
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LARGE INVESTMENT BANK MARGIN AND ROE TRENDS:
THE 20-YEAR DOWNTREND TO CONTINUE

!

Overview
*+,2>8=!+A!A.3!T+,23!&8G3=AB38A!P+89=:!_T&P=`!.+G3!;3-$>83;!?#,!)0!63+,=!
!o!-+@=3;!56!+22,3==>G3!83K!-#BC3A>A#,='!K3+9!>8;@=A,6!3JC38=3!-#8A,#$'!
.>2.3,!-+C>A+$!,3N@>,3B38A=!+8;!>8-,3+=>82!C,>->82!C#K3,!#?!-$>38A=%!

U.3!-#BB#;>A><+A>#8!#?!-#,3!C,#;@-A=!>=!?#,->82!A.3!>8;@=A,6!A#!,3$6!#8!+!
?3K3,!8@B53,!#?!.>2.FB+,2>8!5@=>83==3=!_3%2%'!*W:'!&1H=!+8;!.>2.F6>3$;!
;35A`!A#!2383,+A3!3+,8>82=!+8;!A#!-,#==F=@5=>;><3!A.3!C,#;@-A!C#,A?#$>#!#?!
A.3!38A>,3!?,+8-.>=3%!

c>A.!+!;3-$>8>82!8@B53,!#?!.>2.FB+,2>8!5@=>83==3='!A.3!>8;@=A,6!C+,A>!
->C+8A=!+,3!C@,=@>82!+!-#BB#8!=3A!#?!-#,C#,+A3!=A,+A32>3=!o!3J+-3,5+A>82!
A.3!B+,2>8!;3-$>83!>8!A.3!?@A@,3%!

&8!A.3!$#82FA3,B'!3JC3-A!+!K+,!#?!+AA,>A>#8!?#,!B+,93A!=.+,3!;,>G>82!$#K3,!
C3+9!-6-$3!RHQ=!2#>82!?#,K+,;]!G3,=@=!A.3!/DDkF00!U3-.8#$#26'!*3;>+!
+8;!U3$3-#BB@8>-+A>#8!_U*U`!C3+9!#?!+CC,#J>B+A3$6!))e'!K3!3JC3-A!
>8;@=A,6!RHQ=!A#!?+$$!A#!/YF/ke!_)0e!?#,!I@C3,!P@$23!P,+-93A'!/\e!?#,!
,3B+>8>82!?>,B=`%!

!

Margin Trends Heading South
U.>=!63+,b=!B3+23,!5#8@=!-.3-9=!.+G3!8#A!5338!
-+=.3;'!+8;!A.3!>89!>=!63A!A#!;,6!#8!A.3!.#$>;+6!
C>89!=$>C='!5@A!.#C3!=C,>82=!3A3,8+$!>8!A.3!=3-@,F
>A>3=!>8;@=A,6%!!:8!>BC,#G>82!(+=;+N!G+$@+A>#8'!
+!B#;3=A!i5##B$3Aj!>8!&1H='!+8!38;F#?F63+,!>BF
C,#G3B38A!>8!A.3!O@89!5#8;!B+,93A!+8;!=#B3!
.>2.FC,#?>$3!*W:!+-A>G>A6'!-#B5>83;'!.+G3!
B+;3!+$$!>8;@=A,6!C+,A>->C+8A=!$##9!?#,K+,;!
A#!A.3!83JA!-6-$3%!I#'!.#K!2##;!K>$$!A.3!83JA!
-6-$3!53p!!(#A!+=!2##;!+=!A.3!$+=A!#83'!#,!A.3!
#83!53?#,3!A.+A'!#,!A.3!#83!53?#,3!A.+A%!

W)<$()1$K1**"5"*5X!!M>=A#,6%!I>8-3!/Dk0'!A.3!
I3-@,>A>3=!&8;@=A,6!:==#->+A>#8b=!_I&:`!Z+A+F
P+89!=.#K=!A.+A!A.3!RHQ!C3,?#,B+8-3!#?!A.3!
>8;@=A,6b=!T&P!=3-A#,!.+=!=A3+;>$6!;3-$>83;'!
;3=C>A3!-6-$>-+$!,35#@8;=%!!c.38!K3!$##9!+A!
A.3!$#82FA3,B!A,38;=!>8!A.3!=3-@,>A>3=!>8;@=F
A,6'!A.3,3!>=!+!?+G#,+5$3!.>=A#,>-+$!,3G38@3!
2,#KA.!,+A3'!5@A!@8?#,A@8+A3$6!A.>=!;#3=!
8#A!A,+8=$+A3!>8A#!?+G#,+5$3!A,38;=!?#,!RHQ!
_=33!QJ.>5>A!/`%!

R3A@,8!#8!3N@>A6!?#,!A.3!>8=A>A@A>#8+$!C$+63,=!
>8!A.3!=3-@,>A>3=!>8;@=A,6!.+=!?+$$38!?,#B!
+CC,#J>B+A3$6!\0e!>8!/Dk0!A#!40e!>8!A.3!
B>;F/Dk0=!A#!)0e!>8!A.3!/DDYFDD!U*U!5@55$3!
53?#,3!38A3,>82!A.3!-@,,38A!-6-$>-+$!;3-$>83%!!
U.3=3!;3-$>83=!=A3B!?,#B!A,#@5$>82!+8;!
C3,=>=A38A!=3-@$+,!A,38;=!A.+A!K>$$!8#A!=#$G3!
A.3B=3$G3=!+86A>B3!=##8^!-#BB#;>A><+A>#8!
+8;!-,#==F=@5=>;><+A>#8!#?!C,#;@-A='!$+J!
3JC38=3!-#8A,#$!+8;!>8-,3+=>82!,3A38A>#8!
#?!-+C>A+$%!

(33;$3==!A#!=+6'!A.>=!C,3A+J!B+,2>8!;3-$>83!
.+=!5338!C+,A>+$$6!.>;;38!56!A.3!5@#6+8A!
,3G38@3!?>2@,3='!+=!=.#K8!>8!QJ.>5>A!)%!!(3A!
,3G38@3=!?#,!A.3!T&P=!.+G3!>8-,3+=3;!+A!+!
V:dR!#?!/[%)e!=>8-3!/Dk0%!!&8!A.3!3+,$6!/Dk0='!
A.3!+G3,+23!C,3A+J!B+,2>8!?#,!A.3!T&P=!K+=!
)k%De%!!&8!A.3!B>;F/DD0='!A.3!C,3A+J!B+,2>8!
.+;!;,#CC3;!A#!+=!$#K!+=!//%)e%!!Z@,>82!A.3!
C3+9!#?!A.3!U*U!5##B'!B+,2>8=!,3-#G3,3;!
A#!/aF/Ye!53?#,3!;3-$>8>82!+2+>8!>8!)000q0/%!

mmmmmmmmmmmmmmmmmmmmmmmmm!
:!U.3!T+,23!&8G3=AB38A!P+89=!-#8=>=A!#?!P3+,!IA3+,8='!VI7P'!ZTX!I3-@,>A>3='!d#$;B+8!I+-.='!T3.B+8!
P,#A.3,='!X1!*#,2+8!I3-@,>A>3=!+8;!*#,2+8!IA+8$36%!



 

 11 
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!4S$K91(0#$%09>"'$S'0L<*"*%!!c.>-.!>8G3=AF
B38A!5+89>82!5@=>83==3=!.+G3!5338!;,>G>82!
A.3=3!C,3A+J!B+,2>8!;3-$>83=p!!U#!;3A3,B>83!
A.3!C,3A+J!B+,2>8!-.+823=!?#,!A.3!5@=>83==3=!
#G3,!A>B3'!K3!+8+$6<3;!A.3!$>83!#?!5@=>83==!
>8?#,B+A>#8!?,#B!A.3!N@+,A3,$6!I&:!>8-#B3!
=A+A3B38A!?#,!A.3!T&P=%!!d,#==!,3G38@3!>A3B=!
?,#B!A.3!I&:!Z+A+P+89!K3,3!+$$#-+A3;!A#!A.3!
5,#+;!-+A32#,>3=!#?!3N@>A6!=+$3=!+8;!A,+;>82'!
;35A!=+$3=!+8;!A,+;>82'!>8G3=AB38A!5+89>82'!
+8;!#A.3,%!!:==@BCA>#8=!+=!A#!A.3!+$$#-+A>#8!
#?!>8A3,3=A!>8-#B3!+8;!3JC38=3=!5+=3;!#8!
>8G38A#,6!$3G3$=!K3,3!B+;3!A#!;3A3,B>83!
A.3!83A!,3G38@3=!#?!3+-.!5@=>83==%!

7#,!A.3!C@,C#=3!#?!#@,!+8+$6=>='!A.3!5@=>F
83==3=!+,3!;3?>83;!+=^!>8=A>A@A>#8+$!3N@>A>3=!
5@=>83=='!K.>-.!38-#BC+==3=!A.3!+238-6!
5@=>83==!+=!K3$$!+=!C,#C,>3A+,6FA6C3!3N@>A6!
#C3,+A>#8=!+8;!;3,>G+A>G3=]!?>J3;F>8-#B3!
=+$3=!+8;!A,+;>82!5@=>83=='!K.>-.!>8-$@;3=!
A.3!+238-6!+8;!C,#C,>3A+,6!5@=>83==!C$@=!
B#,A2+23='!;3,>G+A>G3=!+8;!?#,3>28!3J-.+823]!

+8;!>8G3=AB38A!5+89>82'!K.>-.!>8-$@;3=!+$$!;35A!
+8;!3N@>A6!@8;3,K,>A>82!+8;!*W:!+;G>=#,6%!

c>A.!A.3!+88@+$!83A!,3G38@3!>8?#,B+A>#8!?#,!
A.3!$>83=!#?!5@=>83==!+8;!A.3!T&Pb=!+88@+$!C,3A+J!
>8-#B3'!K3!-#8;@-A3;!+!=3,>3=!#?!,32,3==>#8!+8F
+$6=3=!#?!#G3,$+CC>82!?>G3F63+,!+8;!=3G38F63+,!
=+BC$3=!#?!N@+,A3,$6!;+A+!A#!;3A3,B>83!C,3A+J!
B+,2>8!56!$>83!#?!5@=>83==!?#,!3+-.!,3=C3-A>G3!
C3,>#;%!U.3!,3=@$A=!#?!A.3=3!=A+A>=A>-+$!+8+$6=3=!
+,3!C,3=38A3;!>8!C#)"8"($['!K.>-.!C$#A=!A.3!C,3F
A+J!B+,2>8=!#?!?>J3;!>8-#B3'!3N@>A>3='!+8;!>8F
G3=AB38A!5+89>82%!
!
g=>82!A.3!+88@+$!C,3A+J!B+,2>8=!;3A3,B>83;!
56!3+-.!$>83!#?!5@=>83==!+5#G3'!A.3!+8+$6=>=!
K+=!3JC+8;3;!A#!;3A3,B>83!C,3A+J!>8-#B3%!!
QN@>A6!-+C>A+$!@=+23!56!63+,!?#,!3+-.!5@=>83==!
K+=!;3A3,B>83;!?,#B!A.3!P3,8=A3>8!V+C>A+$!
:$$#-+A>#8!*#;3$!_=33!P3,8=A3>8b=!Z3-3B53,!
)00)!K.>A35##9'!iV+C>A+$!Z#3=!V#@8A^!!U.3!
P3,8=A3>8!V+C>A+$!:$$#-+A>#8!*#;3$j`%!!U.3=3!
AK#!3=A>B+A3=!K3,3!-#B5>83;!A#!;3A3,B>83!
C,3A+J!,3A@,8!#8!3N@>A6!?#,!3+-.!5@=>83==%!
!

C#)"8"($[$

LIB Line of Business: Pretax Margins 
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Fxd Inc. Equities Inv. Bnk

Fixed Income

Inv. Banking

Equities

!
 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001E 

Fxd Inc. 34.8% 36.9% 42.4% 15.9% 34.1% 28.1% 22.5% 18.5% 19.1% 18.9% 19.3% 
Equities 17.5% 17.2% 14.6% 11.3% 16.8% 29.2% 45.0% 44.9% 59.6% 59.9% 43.2% 
Inv. Bank 28.1% 25.5% 23.7% 15.6% 19.5% 20.7% 20.6% 19.5% 20.1% 19.7% 16.5% 
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!
!

Large Investment Bank Margin Trends
HG3,!A.3!/DD/F0/Q!C3,>#;'!3N@>A6!=+$3=!+8;!
A,+;>82!C,3A+J!B+,2>8!.+=!+G3,+23;!4)%ae!
?#,!A.3!T&P=]!;35A!=+$3=!+8;!A,+;>82!.+=!
+G3,+23;!)a%[e]!+8;!>8G3=AB38A!5+89>82!
.+=!+G3,+23;!)0%De%!

U.3!.>2.3=A!RHQ!K>A.>8!A.3!T&P!5@=>83==3=!
>=!>8G3=AB38A!5+89>82!o!;@3!A#!>A=!$#K!
-+C>A+$!,3N@>,3B38A=!o!K.>-.!+G3,+23;!+8!
RHQ!#?!\Ye!#G3,!A.3!$+=A!?>G3!63+,=!+8;!
3G38!.>2.3,!>8!A.3!/Dk0=%!!Z3=C>A3!>A=!.>2.!
-+C>A+$!>8A38=>A6'!;35A!=+$3=!+8;!A,+;>82!.+=!
5338!+5$3!A#!+-.>3G3!RHQ=!#?!)4e!#G3,!A.3!
$+=A!A38!63+,=!+8;!/De!#G3,!A.3!$+=A!?>G3%!!
QN@>A6!=+$3=!+8;!A,+;>82!.+=!5338!+!$#K3,F
,3A@,8!5@=>83==!o!2383,+A>82!+!RHQ!#?!/Ye!
#G3,!A.3!$+=A!A38!63+,=!53?#,3!>8-,3+=>82!A#!
)\e!>8!A.3!C3,>#;!38;>82!)000%!

:$A.#@2.!-#,C#,+A3!5#8;!;3?+@$A=!.>A!+!
,3-#,;!$+=A!63+,!+8;!A.3!-#$$+C=3=!#?!Q8,#8!
+8;!A.3!:,238A>83!3-#8#B6!.+G3!;#B>F
8+A3;!A.3!.3+;$>83='!A.3!>BC+-A!#8!A.3!
?>8+8->+$!=3,G>-3=!>8;@=A,6!K+=!?3$A!B+>8$6!
>8!A.3!-#BB3,->+$!5+89>82!=@5=>;>+,>3=!#?!
?>8+8->+$!.#$;>82!-#BC+8>3=%!!U.3!3JC#=@,3!
#?!=3-@,>A>3=!?>,B=!K+=!B+>8$6!-#8-38A,+A3;!
>8!+!=B+$$!8@B53,!#?!?>,B='!+8;!?#,!A.3=3!
?>,B=!>A!K+=!$>B>A3;!>8!=><3!,3$+A>G3!A#!#G3,F
+$$!,3G38@3%!!7#,!#G3,!DDe!#?!+$$!=3-@,>A>3=!
?>,B='!A.3!#8$6!>BC+-A!K+=!K.+A!A.3=3!
3G38A=!.+G3!;#83!A#!A.3!#G3,+$$!5#8;!+8;!
3N@>A6!B+,93A=%!

M"#1/$4'6&51$!0L1*$0'/$390/"'>^!1,3A+J!
B+,2>8=!;3-$>83;!#G3,!A.3!C3,>#;!+8+$6<3;'!
+G3,+2>82!4/%/e!?#,!/DkDFD/'!40%ke!?#,!/DD4F
D\!+8;!/k%ke!>8!/DDkF00%!!U.3!-#8A>8@+A>#8!
#?!83K!38A,+8A=!>8A#!A.3!?>J3;F>8-#B3!
B+,93AC$+-3!+8;!A.3!>8-,3+=>82!+G+>$+5>$>A6!
#?!C,>->82!>8?#,B+A>#8!+8;!B+,93A!;+A+!
.+G3!8+,,#K3;!A,+;>82!=C,3+;=!?#,!iC$+>8!
G+8>$$+j!A,+;3=%!!1,3A+J!B+,2>8=!.+G3!5338!
832+A>G3$6!>BC+-A3;!56!$#K!5+,,>3,=!A#!
38A,6!+8;!>8-,3+=3;!-#BC3A>A>#8!?,#B!!

@8>G3,=+$!-#BB3,->+$!5+89=%!!*+,2>8!
-#BC,3==>#8!#8!$#K!G+$@3F+;;3;!A,+;>82!
+-A>G>A>3=!_3%2%'!2#G3,8B38A='!+238->3='!
-#,C#,+A3='!B3;>@BFA3,B!8#A3='!B#836!
B+,93A=!+8;!C,3?3,,3;!=A#-9`!+=!K3$$!+=!
;3-$>8>82!B+,2>8=!>8!i=>BC$3j!;3,>G+A>G3!
A,+;3=!_>%3%'!>8A3,3=A!,+A3!+8;!-@,,38-6!
=K+C=`!.+G3!#??=3A!A.3!2,#KA.!#?!.>2.3,!
C,3A+J!B+,2>8!5@=>83==3=!=@-.!+=!.>2.!
6>3$;!+8;!-,3;>A!;3,>G+A>G3=%!

Z+A+!#8!?>J3;F>8-#B3!,3G38@3=!?,#B!A.3!
I&:!Z+A+P+89)!+$$#K!@=!A#!-+$-@$+A3!?>J3;F
>8-#B3!A,+;>82!83A!,3G38@3=!+=!+!C3,-38AF
+23!#?!;35A!A,+;>82!>8G38A#,6%!!7#,!A.3!T&P='!
A.3!;+A+!>8;>-+A3!A.+A!>8!A.3!$+A3!/Dk0=!+8;!
3+,$6!/DD0='!83A!,3G38@3!,3A@,8=!>8!A.3!,+823!
#?!)\!A#!40!5C!#8!>8G38A#,>3=!K3,3!,#@A>83%!!
IC3->?>-+$$6'!-#BC+,>82!C3+9FA#FC3+9!63+,=!
+8;!A,#@2.FA#FA,#@2.!>8!A3,B=!#?!A.3!N@+$>A6!
#?!A.3!B+,93A=!#G3,+$$'!+!/DD0!A,#@2.F63+,!
RH:!#?!4D!5C!?3$$!A#!/k!5C!>8!/DD[!+8;!/[!5C!
>8!/DDk'!+8;!+!C3+9F63+,!,+A3!#?![Y!5C!>8!
/DD/!;3-$>83;!A#!)Y!5C!>8!/DD\%!!U.3!3=A>F
B+A3;!;3-$>83!>8!C,>->82!>=!#G3,![0e%!

U.3!B+,2>8!A,38;=!3JA38;3;!>8A#!;3-$>8>82!
RHQ!C3,?#,B+8-3!?#,!A.3!5@=>83==3=!#G3,!
A>B3!_=33!C#)"8"($U`%!!HG3,!A.3!C3,>#;!+8+F
$6<3;'!?>J3;F>8-#B3!>8G38A#,>3=!+8;!3N@>A6!
-+C>A+$!@=3!K>A.>8!A.3!T&P=!,#=3!A.,#@2.!
/DDY!+=!A.3!>8;@=A,6!=.>?A3;!A#!+!2,3+A3,!
,3$>+8-3!#8!C,#C,>3A+,6!A,+;>82%!

&8!A.3!=3-#8;!.+$?!#?!A.3!/DD0='!,3A@,8!#8!
3N@>A6!?#,!?>J3;F>8-#B3!?3$$!A#!+!$#K!#?!//e!
>8!/DDk!_K3$$!53$#K!A.3!-#=A!#?!-+C>A+$!#?!+!
=3-@,>A>3=!?>,B`!53?#,3!,35#@8;>82!>8!/DDD!
+8;!)000!;@3!A#!A.3!>8;@=A,6b=!,3;@-A>#8!>8!
?>J3;F>8-#B3!>8G38A#,>3=!+8;!A,+;>82!,>=9!
?#$$#K>82!A.3!3B3,2>82!B+,93A!+8;!$#82F
A3,B!-+C>A+$!B+8+23B38A!C,#5$3B=!#?!/DDk%!

mmmmmmmmmmmmmmmmmmmmmmmmm !
D!U.>=!>28#,3=!B>J!-.+823=!5@A!A.3!A,38;!>=!,>2.A%
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Source: SIA DataBank and Bernstein analysis 

!

$
C\;"(<$!0L1*$0'/$390/"'>^!!1,3A+J!B+,2>8=!
;3-$>83;!?,#B!/DD0!A#!/DD['!=A3BB>82!?,#B!
8+,,#K>82!-#BB>==>#8!,+A3=%!!:?A3,!/DD\'!
3N@>A6!C,3A+J!B+,2>8=!>8-,3+=3;!,+C>;$6'!
,3?$3-A>82!A.3!3JC+8=>#8!#?!HUV!3N@>A6!;3,>F
G+A>G3=!+8;!(+=;+N!B+,93AFB+9>82!C,#?>A!
-38A3,=%!!U.3!2,#KA.!#?!A.3=3!.>2.!C,3A+J!
B+,2>8!+-A>G>A>3=!=3,G3;!+=!+8!#??=3A!A#!A.3!
-#8A>8@3;!B+,2>8!;3-$>83!>8!3N@>A6!-#BF
B>==>#8=%!!QN@>A6!A,+;>82!+-.>3G3;!RHQ=!
A.+A!K3,3!53$#K!A.3!>8;@=A,6b=!-#=A!#?!3N@>A6!
-+C>A+$!;@,>82!A.3!/DD/FDa!C3,>#;%!!U.>=!A,38;!
A@,83;!+,#@8;!;@,>82!/DDYF00!K>A.!RHQ=!
+G3,+2>82!)ke!;@3!A#!A.3!-.+82>82!B>J!>8!
3N@>A6!,3G38@3=!+8;!A.3!U*U!5##B!_=33!
C#)"8"($T`%!

U.3!;3-$>83!>8!3N@>A6!-#BB>==>#8!$3G3$=!_=33!
QJ.>5>A!a`!?#,!A.3!=3-@,>A>3=!>8;@=A,6!.+=!5338!
#83!#?!A.3!C,>8->C+$!;,>G3,=!#?!-.+823!?#,!A.3!
>8;@=A,6!=>8-3!A.3!/DY0=%!!:=!>BC$>3;!56!A.3!
;3-$>8>82!-#BB>==>#8!$3G3$='!3N@>A6!=3-#8;F!

+,6!A,+;>82!.+=!53-#B3!>8-,3+=>82$6!-#BF
B#;>A><3;!#G3,!A>B3'!A.3!,3=@$A!#?!3J-3==!
-+C+->A6!>8!A.3!>8;@=A,6b=!-#,3!5@=>83==!+8;!
A.3!2,#K>82!C#K3,!#?!>8=A>A@A>#8+$!3N@>A6!
>8G3=A#,=!A#!-#8A,#$!A,+;3!-#BB>==>#8=!+8;!
;3B+8;!$+,23,!-+C>A+$!-#BB>AB38A=!A#!A,+;F
>82!;3=9=%!!U.>=!.+=!$3;!A#!B#,3!3??>->38A!5+-9!
#??>-3=!#8!c+$$!IA,33A!+8;!A.3!;3-$>8>82!C,#?>AF
+5>$>A6!#?!5$#-9!A,+;>82!;3=9=!_$#==!,+A>#=!
#?!40e!+,3!8#A!-#8=>;3,3;!+58#,B+$!#8!
5$#-9!;3=9=`%!

I3-#8;+,6!HUV!3N@>A6!B+,93A!=C,3+;=!.+G3!
+$=#!;3-$>83;!K>A.!A.3!3JC+8=>#8!#?!(+=;+N!
G#$@B3!+8;!>8-,3+=>82!-#BC3A>A>#8!?#,!A,+;3=!
?,#B!+$A3,8+A>G3!A,+;>82!G3.>-$3=%!!&8-,3+=>82!
,3A+>$!G#$@B3=!>8!(+=;+N!$+,23$6!#??=3A!A.3!
=C,3+;!;3-$>83!;@,>82!A.3!5@$$!B+,93A!#?!A.3!
/DD0=%!!P@A!A.3!#8=$+@2.A!#?!;3->B+$><+A>#8!
.+=!-.+823;!+$$!A.+A'!+8;!(+=;+N!B+,93AF
B+9>82!>=!8#A!-#G3,>82!>A=!-#=A!#?!-+C>A+$!
A#;+6!_=33!C#)"8"($V`%!
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Source: SIA DataBank and Bernstein analysis 
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NYSE Commissions/OTC Spreads 
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!

Source: SIA FactBook and Bernstein analysis 

!
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:=!;3B#8=A,+A3;!56!#@,!C,3A+J!B+,2>8!
+8+$6=>=!?#,!3N@>A6!=+$3=!+8;!A,+;>82'!-#=A=!
;#!8#A!+CC3+,!A#!.+G3!;3-$>83;!38#@2.!A#!
#??=3A!A.3!@8>A!;3-$>83!>8!C,>->82%!!&8!?+-A'!A.3!
2,3+A3,!,3$+A>G3!;3-$>83!>8!A.3!5@=>83==b!C,3F
A+J!B+,2>8!C#>8A=!A#!+8!>8-,3+=3!>8!A.3!-#=A=!
o!=><3!#?!A.3!3N@>A6!=+$3=!?#,-3!+8;!8@B53,!
#?!3N@>A6!+8+$6=A=!o!A.+A!A.3!?>,B=!+,3!>8-@,F
,>82!A#!,@8!A.3>,!3N@>A>3=!5@=>83==%!

U.3=3!C,>->82!A,38;=!.+G3!5338!#??=3A!=>8-3!
A.3!$+A3!/DD0=!56!A.3!,+C>;!2,#KA.!#?!.>2.!
B+,2>8!3N@>A6!;3,>G+A>G3!5##9=!>8!A.3!5@=F
>83==!;@,>82!A.3!C+=A!=3G3,+$!63+,=%!!I#B3!
?>,B=!.+G3!->A3;!A.+A!@C!A#!40e!#?!A.3>,!83A!
,3G38@3=!?,#B!>8=A>A@A>#8+$!3N@>A>3=!+,3!8#K!
-#B>82!?,#B!;3,>G+A>G3!+-A>G>A>3=%!!QN@>A6!
;3,>G+A>G3=!+,3!;,>G>82!+!=>28>?>-+8A!>8-,3+=3!
>8!A.3!3N@>A6!>8G38A#,>3=!.3$;!56!T&P=!A#!
.3;23!A.3>,!=K+C!+8;!#CA>#8!3JC#=@,3=%!!
I>8-3!/DD\'!3N@>A6!-+C>A+$!+$$#-+A3;!A#!A.3!
>8=A>A@A>#8+$!3N@>A6!5@=>83==3=!#?!A.3!T&P=!
.+=!>8-,3+=3;!+A!+!)k%ke!+88@+$!,+A3%!

4'?1*(51'($@0'A"'>^!!7#,!A.3!T+,23!&8G3=AF
B38A!P+89='!C,3A+J!B+,2>8=!?3$$!?,#B!)ke!
>8!/DD/!A#!/ae!>8!/DD[%!1,3A+J!B+,2>8=!K3,3!
$+,23$6!@8-.+823;!A.3,3+?A3,'!+G3,+2>82!)0e!
?,#B!/DD\!A#!)000%!!&8!2383,+$'!8+,,#K>82!
=C,3+;=!>8!G+,>#@=!?>J3;!>8-#B3!@8;3,K,>AF
>82!C,#;@-A!$>83=!K3,3!#??=3A!56!+!2,#K>82!
C,#C#,A>#8!#?!.>2.3,!C,3A+J!B+,2>8=!?,#B!
3N@>A6!@8;3,K,>A>82!+8;!B3,23,=!+8;!
+-N@>=>A>#8=!+;G>=#,6!,3G38@3=%!

I>8-3!A.3!C+==+23!#?!R@$3![/\'!K.>-.!3=A+5F
$>=.3;!I.3$?!R32>=A,+A>#8!+8;!?+->$>A+A3;!
i5#@2.A!;3+$=j!>8!A.3!;35A!B+,93AC$+-3'!
>8G3=AB38A!2,+;3!;35A!@8;3,K,>A>82!=C,3+;=!
.+G3!-#B3!@8;3,!C,3==@,3%!!U.3!2,#K>82!
=#C.>=A>-+A>#8!#?!>==@3,=!+8;!A.3!K>$$>8283==!
#?!5+89=!A#!#??3,!$#K3,!C,>->82!>8!#,;3,!A#!
-+CA@,3!3>A.3,!;35A!>==@+8-3F$>893;!;3,>G+F
A>G3=!5@=>83==!#,!A.3!=3-#8;+,6!A,+;>82!#?!
A.3!5#8;=!53>82!>==@3;!.+G3!=A3+;>$6!,3;@-3;!
@8;3,K,>A>82!C,>->82!_=33!C#)"8"($]`%!

!
C#)"8"($]$

Investment-Grade Debt Underwriting Spreads 
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Note: 2001 data are 1Q-3Q:01 annualized data. 

Source: Investment Dealer’s Digest (IDD). 
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M>2.F6>3$;!;35A!@8;3,K,>A>82!=C,3+;=!+$=#!
.+G3!;3-$>83;!?,#B!/DD\FDa%!!U.3!.>2.F6>3$;!
B+,93A!.+=!3JC3,>38-3;!C,>->82!C,3==@,3!?,#B!
83K!B+,93A!38A,+8A=!+8;!?,#B!3=A+5$>=.3;!
B+,93A!C+,A>->C+8A=!K.#!.+G3!,+BC3;!@C!
B+,93A>82!3??#,A=!>8!+8!+AA3BCA!A#!>BC,#G3!
C,3A+J!B+,2>8=!56!3BC.+=><>82!i.>2.3,!
,3A@,8j!5@=>83==3=!_=33!C#)"8"($^`%!

U.#B=#8!7>8+8->+$!I3-@,>A>3=!Z+A+!V#%!=.#K=!
+!=A3+;6!;3-$>83!>8!*W:!?33!$3G3$=!#G3,!A.3!
$+=A!A38!63+,=%!U.>=!B+6!53!+!=A+A>=A>-+$!+8#BF
+$6%!!U.3!>8;@=A,6!53$>3G3=!A.+A'!K>A.!A.3!3JF
-3CA>#8!#?!*W:!382+23B38A=!?#,!A.3!C#,AF
?#$>#!-#BC+8>3=!#?!?>8+8->+$!=C#8=#,=EC,>G+A3!
3N@>A6!?>,B='!A.3,3!.+=!5338!$>AA$3!C,>-3!-#BF
C,3==>#8!>8!*W:%!!I>8-3!*W:!?33!C,>->82!>=!
5+=3;!#8!+!=$>;>82!=-+$3!,3$+A3;!A#!A.3!=><3!#?!
A.3!A,+8=+-A>#8'!A.3!A,@A.!$>3=!=#B3K.3,3!>8!
53AK338!o!A.3,3!.+=!5338!+!B#;3=A!?33!,3F
;@-A>#8!A,38;!5@A!A.>=!.+=!5338!#??=3A!56!A.3!
,>=>82!+G3,+23!=><3!#?!*W:!382+23B38A=%!

&1H!@8;3,K,>A>82!=C,3+;=!.+G3!;3-$>83;!+A!
+!V:dR!#?!)%0De!#G3,!A.3!$+=A!A38!63+,=%!!Z3F
=C>A3!A.>=!;,#C'!A.3!&1H!5@=>83==!,3B+>8=!+!
.>2.!C,3A+J!B+,2>8!+-A>G>A6!?#,!A.3!=3-@,>A>3=!
>8;@=A,6%!!V3,A+>8!>8G3=AB38A!5+89=!=A>$$!-#BF
B+8;!A.3!+5>$>A6!A#!3+,8!.>2.3,!C,3A+J!B+,F
2>8=!?#,!A.3>,!3N@>A6!@8;3,K,>A>82!=3,G>-3=%!

H8-3!B#,3'!>A!53-#B3=!-$3+,!$##9>82!+A!;+A+!
#8!@8;3,K,>A>82!G#$@B3=!+8;!C,>->82!A.+A!
2##;!#G3,+$$!,3G38@3!2,#KA.!.+=!5338!#??=3A!
56!C,>->82!;3-$>83='!C+,A>-@$+,$6!>8!A.3!+,3+!
#?!?>J3;F>8-#B3!@8;3,K,>A>82%!!U#A+$!?>J3;F
>8-#B3!@8;3,K,>A>82!G#$@B3!.+=!2,#K8!+A!
+CC,#J>B+A3$6!+8!//%4e!,+A3!?,#B!/DD)F00%!!
d,#KA.!#?!$#K3,!C,3A+J!B+,2>8!>8G3=AB38A!
2,+;3!;35A!.+=!5338!,3$+A>G3$6!,+C>;'!K.>$3!
A.+A!#?!A.3!B#,3!$@-,+A>G3!.>2.!6>3$;!.+=!
#--@,,3;!B#,3!=$#K$6%!!QN@>A6!@8;3,K,>A>82!
.+=!2,#K8!+A!+!,+A3!=$#K3,!A#!A.+A!#?!?>J3;F
>8-#B3'!+CC,#J>B+A3$6!a%De!#G3,!/DD0F0/!
_=33!C#)"8"($:E`%!

$

C#)"8"($^$

High-Yield Debt Underwriting Spreads 

1.4%

1.6%

1.8%

2.0%

2.2%

2.4%

2.6%

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

Date

Sp
re

ad

!

Source: IDD 
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C#)"8"($_$

IPO Underwriting Spreads 
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Source: IDD 

 
C#)"8"($:E$

Compound Annual Growth Rates 
(1992-00) 

Product CAGR 
Global M&A 49.3% 
IPOs 9.2 
High Yield Debt 5.3 
Investment Grade Debt 11.3 
Source: IDD 
!

!

d#>82!?#,K+,;'!A.3!>8G3=AB38A!5+89>82!
5@=>83==!=.#@$;!-#8A>8@3!A#!?33$!A.3!3??3-A=!
#?!C,3==@,3=!#8!,3A@,8=%!!U.3!,3+=#8!?#,!#@,!
+==3==B38A!>=!#@A$>83;!>8!A.3!=3-A>#8!#8!
-,#==F=@5=>;><+A>#8!+8;!-#BB#;>A><+A>#8'!
5@A!-38A3,=!#8!#@,!G>3K!A.+A!A.>=!5@=>83==!
K>$$!53-#B3!B#,3!-#BC3A>A>G3!K>A.!83K!
38A,+8A=!53$>3G>82!A.36!-+8!-+CA@,3!.>2.3,!
,3A@,8=%!

!

!

Wave After Wave of New Competitors$
HG3,!A.3!$+=A!A38!63+,='!K3!.+G3!=338!K+G3=!
#?!83K!-#BC3A>A#,=!38A3,!A.3!>8;@=A,6%!!&A!>=!
-3,A+>8$6!8#A!83K=!A.+A!+8#A.3,!83K!2,#@C!
#?!-+C>A+$!B+,93A=!98#K$3;23+5$3!@8>G3,=+$!
5+89=!.+G3!A+,23A3;!A.3!=3-@,>A>3=!>8;@=A,6'!
-#BB>AA3;!A#!3JC+8;>82!>8!B+,93A=!K.>-.!
C,#G>;3!.>2.3,!,3A@,8=!#8!3N@>A6!-#BC+,3;!
A#!A.3>,!A,+;>A>#8+$!=C,3+;!$38;>82!5@=>83==3=!
+8;!A#!,3-+CA@,>82!5@=>83==!$#=A!A#!A.3!-+C>A+$!
B+,93A=%!!Q@,#C3+8!@8>G3,=+$!5+89=!+8;!g%I%!
B#836!-38A3,!5+89=!.+G3!+$$!3JC+8;3;!A.3>,!
>8G3=AB38A!5+89>82!,3=#@,-3=!+8;!+-N@>,3;!

=3-@,>A>3=!?>,B=!#,!5#@A>N@3=!>8!#,;3,!A#!+-F
-3$3,+A3!A.3>,!C$+8=!?#,!3JC+8=>#8%!(3K!,3F
2>#8+$!5+89!-#BC3A>A#,=!.+G3!+$=#!38A3,3;!
A.3!B+,93AC$+-3!A+,23A>82!A.3!,3A+>$!5,#93,F
+23!B+,93AC$+-3!+8;!-3,A+>8!=3-A#,=!#?!>8G3=AF
B38A!5+89>82%!
!
U.3!=A,+A326!A.+A!A.3=3!83K!-#BC3A>A#,=!
+,3!?#$$#K>82!>=!A#!3=A+5$>=.!+!53+-..3+;!>8!
$#K3,!B+,2>8!?>J3;F>8-#B3!A,+8=+-A>#8=%!!
U6C>-+$$6'!A.3!?>J3;F>8-#B3!5@=>83==!.+=!$#K!
5+,,>3,=!A#!38A,6!+8;!>=!C,>-3!=38=>A>G3%!!U.@=!
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83K!-#BC3A>A#,=!-+8!i5@6!B+,93A=.+,3j!+8;!
5@>$;!83K!-$>38A!,3$+A>#8=.>C=%!!U.3!-#BC3A>F
A>G3!>BC+-A!;@3!A#!A.3!5+89=!3JC+8;>82!>8!A.>=!
=3-A#,!+,3^!_/`!>8-,3+=3;!C,>-3!=38=>A>G>A6!#?!A.3!
B+,93AC$+-3]!_)`!+--3$3,+A>82!-#BB#;>A><+A>#8!
#?!C,#;@-A=!>8!?>J3;F>8-#B3!=+$3=!+8;!A,+;>82'!
-3,A+>8!i=A+8;+,;j!>8G3=AB38A!5+89>82!C,#F
;@-A=!K>A.!A.3!-#BB3,->+$!5+89=!;#B>8+A>82!
>8!iC$+>8!G+8>$$+j!;35A!B+,93A=]!+8;!_4`!?@,A.3,!
C,3==@,3!#8!.>2.3,!C,3A+J!B+,2>8!.>2.F6>3$;!
;35A'!3N@>A6!+8;!+;G>=#,6!5@=>83==%!

H?!A.3!3J>=A>82!>8G3=AB38A!5+89>82!5@=>F
83==3='!3N@>A>3=!+8;!*W:!K>$$!53!A.3!B#=A!
;>??>-@$A!+,3+=!A#!C383A,+A3!?#,!+$$!5@A!+!=3$3-A!
?3K!#?!A.3!5+89=%!!P#A.!A.3=3!5@=>83==3=!
;3C38;!#8!K3$$F;3G3$#C3;!,3$+A>#8=.>C=!+A!
+!G3,6!.>2.!$3G3$!#?!B+8+23B38A'!+8;!>8!A.3!
-+=3!#?!=A#-9!@8;3,K,>A>82'!$+,23'!-#=A$6FA#F
;3G3$#C!3N@>A6!,3=3+,-.!-+C+5>$>A>3=%!!(3G3,F
A.3$3=='!3=A+5$>=.3;!C$+63,=!K>$$!?>8;!A.+A!
-#BC3A>A>#8!K>$$!>8A38=>?6!K>A.!A.3!>8-,3+=3;!
38A,6!#?!A.3!5+89>82!=3-A#,'!+8;!A.+A!C,#?>A+F
5>$>A6!#?!A.3=3!-#,3!C,#;@-A=!K>$$!$>93$6!3,#;3%!

J&55&/"("`0("&'$0'/$J9&**F!;8*"/"`0("&'%!!
:=!A.3!B+,2>8!+8+$6=>=!>8;>-+A3='!B+86!#?!A.3!
-#,3!5@=>83==3=!#?!A.3!=3-@,>A>3=!>8;@=A,6!.+G3!
K>A83==3;!+!=A3+;6!;3-$>83!>8!,3A@,8=!5,#@2.A!
#8!56!-#BC3A>A>G3!C,>->82!C,3==@,3!?,#B!B+,F
93A!C+,A>->C+8A='!A.3!+G+>$+5>$>A6!#?!=#C.>=A>F
-+A3;!B+,93A!C,>->82!;+A+!+8;!A.3!-$>38Ab=!
A38;38-6!A#!A,38;!+K+6!?,#B!r,3$+A>#8=.>C=%j!
U.3!C,#;@-A!$>83=!+??3-A3;!+,3^!K>A.>8!3N@>A>3=!
o!3N@>A6!5$#-9!A,+;>82!+8;!(+=;+N!B+,93AF
B+9>82]!>8!?>J3;!>8-#B3!o!,3C#'!C,3?3,,3;!
=A#-9'!=#B3!;3,>G+A>G3='!+$$!B#836!B+,93A='!
B#=A!2#G3,8B38A=!+8;!+238->3='!+8;!?$#+A3,=]!
+8;'!>8!>8G3=AB38A!5+89>82!o!>8G3=AB38AF
2,+;3!;35A!@8;3,K,>A>82!-+8!8#!$#823,!
2383,+A3!+AA,+-A>G3!,3A@,8=!#8!-+C>A+$!
3BC$#63;%!!U.3=3!5@=>83==3=!B@=A!,3$6!
#8!-,#==F=@5=>;><+A>#8!?,#B!.>2.3,!C,3A+J!
B+,2>8!+-A>G>A>3=!A#!O@=A>?6!A.3>,!3J>=A38-3%!

V,#==F=@5=>;><+A>#8!>=!A.3!5+83!#?!=3-@,>A>3=!
>8;@=A,6!>8G3=A#,=%!!H83!C,#;@-A!A.+A!$#=3=!
B#836!_3%2%'!-#BB3,->+$!C+C3,!>==@+8-3`!>=!
O@=A>?>3;!56!>A=!?+G#,+5$3!>BC+-A!#8!;35A!
@8;3,K,>A>82!5@=>83==!,3$+A>#8=.>C=%!!Z35A!
@8;3,K,>A>82!>=!A.38!,+A>#8+$><3;!56!>A=!
>BC+-A!#8!C,#?>A+5$3!;3,>G+A>G3!A,+;3=!+8;!
=3-#8;+,6!-#,C#,+A3!5#8;!A,+;>82%!!U.3=3!
=@5=>;><+A>#8!+,2@B38A=!+$$!.+G3!=#B3!B3,>A'!
5@A!A.3!,3+=#8>82!K3+938=!+=!A,+;>82!=C,3+;=!
8+,,#K!+8;!RHQ=!;3-$>83!_=33!C#)"8"($::`%!

:=!?#,!3N@>A6!@8;3,K,>A>82'!A.3!=A,#82!C,#?>AF
+5>$>A6!#?!&1H=!.+=!5338!->A3;!+=!+!,3+=#8!?#,!
B+>8A+>8>82!A.3!.@23!+8;!-#=A$6!_+8;!$#K!
,3A@,8`!3N@>A6!=3-#8;+,6!A,+;>82!+8;!3J3-@F
A>#8!5@=>83==3=%!!7#,!A.3!=@C3,!5@$23!C$+63,='!
A.3!3N@>A6!5@=>83==!B#;3$!B+6!K#,9%!!U.3!
>8?,+=A,@-A@,3!-#=A=!#?!+8!3N@>A6!5@=>83==!
+,3!.>2.'!5@A!A.3!$>#8b=!=.+,3!#?!&1H!,3G38@3=!
+--,@3!A#!A.3!$+,23=A!C$+63,=%!!7#,!=B+$$3,!
C$+63,=!+8;!A.3!5+89=!+AA3BCA>82!A#!23A!>8A#!
+8!3N@>A6!5@=>83==!#8!+!;3F8#G#!5+=>='!A.3!
8@B53,=!+,3!8#A!G3,6!+CC3+$>82%!

c>A.!A.3!8@B53,!#?!.>2.!C,#?>A!C,3A+J!B+,2>8!
5@=>83==3=!=@-.!+=!3N@>A6!@8;3,K,>A>82'!B3,23,=!
+8;!+-N@>=>A>#8='!.>2.F6>3$;!@8;3,K,>A>82'!B3,F
-.+8A!5+89>82!+8;!3N@>A6!;3,>G+A>G3=!+$$!@8;3,!
+AA+-9!56!83K!38A,+8A=!o!#83!N@3=A>#8!?+->82!
B+8+23B38A!>=^!iM#K!-+8!K3!-#8A>8@3!A#!=@5F
=>;><3!$#K!_#,!8#`!C,#?>A!B+,2>8!-$>38A!=3,G>-3=pj!!
U.3!=3-@,>A>3=!>8;@=A,6!?+-3=!+!,3+$!i$#+G3=!+8;!
?>=.3=j!C,#5$3B!o!A##!B+86!B#@A.=!A#!?33;!K>A.!
A##!$>AA$3!?##;%!!U.>=!B3+8=!A.+A!+!,3=><>82!#?!A.3!
-#BC+86b=!5@=>83==!$>83=!K>$$!53!83-3==+,6!>8!
B+86!#?!A.3!-#BB#;>A><3;!5@=>83==3=!>8!#,;3,!
A#!5+$+8-3!A.3!.>2.3,!,3A@,8!$>83=!#?!A.3!?>,B!K>A.!
A.3!,3=A!#?!A.3!?,+8-.>=3!>8!+8!3??#,A!A#!C,3=3,G3!
+;3N@+A3!,3A@,8=%!!P@A!=@-.!+8!38;3+G#,!,3N@>,3=!
@8,+G3$>82!A.3!B6,>+;!#?!C,#;@-A!+8;!-$>38A!
,3$+A>#8=.>C=!K>A.>8!3+-.!#?!A.3=3!?@$$F=3,G>-3!
#,>38A3;!5@=>83==3=%!!M38-3'!>?!A.3!>8;@=A,6!
-+88#A!,3=A,@-A@,3'!>A!.+=!A#!-@A!3JC38=3=%!
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C#)"8"($::$

Cross-Subsidization — Low-Return Businesses are Supported
by a Declining Number of High-Margin Businesses

Equity
Block Desk

Equity
Research Money Mkt

Repo -Matched
Book Preferred

Commercial
 Paper

Placement

M&A Advisory Equity Underwriting

High-Yield 
Underwriting/

Secondary
Equity

 Derivatives

Equity
Arbitrage

Equity Financing U.S. Governments

Eurobonds Underwriting
& Secondary

OECD Gov’ts

Emerging
Markets

Fixed Income 

Futures Clearing

(Some)
Fixed-Income

Derivatives

Mortgages
Backed

 Issuance
Corporate
Secondary

Munis

Nasdaq
Inv. Grade Debt

Underwriting
Fixed-Income

Research

Low 
or No

Margin

High
Margin

M&A and Equity
Underwriting bear the weight
of the business portfolio on
their shoulders.

!

Source: Bernstein analysis 

$
$

Expenses
I.#,A-#B>82=!>8!3JC38=3!-#8A,#$!>=!-$3+,$6!#83!
#?!A.3!;,>G3,=!>8!A.3!C,3A+J!B+,2>8!;3-$>83%!:=!
C,>->82!C,3==@,3!>8-,3+=3;!#8!>A=!G+,>#@=!$>83=!
#?!5@=>83==3='!A.3!>8;@=A,6!.+=!5338!@8+5$3!A#!
,3;@-3!>A=!3JC38=3!$3G3$=!A#!#??=3A!A.3!-.+823=%!

QJC38=3=!.+G3!B#G3;!@C!+A!A.3!T&P='!K>A.!A.3!
-#BC38=+A>#8!A#!83A!,3G38@3=!,+A>#!>8-,3+=>82!
?,#B!A.3![4%Ye!+G3,+23!>8!A.3!3+,$6!/Dk0=!A#!
[D%Ye!>8!A.3!B>;F/DD0=!A#!\/%ae!A#;+6%!!V#BF
C38=+A>#8!A,38;=!+CC3+,!3G38!B#,3!+$+,B>82!
A#!+8!>8G3=A#,!K.38!G>3K3;!A.,#@2.!A.3!$38=!
#?!C,3A+J!>8-#B3%!!U.3!-#BC38=+A>#8!A#!C,3F
-#BC38=+A>#8!C,#?>A!53?#,3!A+J!,+A>#!#?!A.3!
>8G3=AB38A!5+89=!K+=!a0%/e!>8!A.3!3+,$6!/Dk0=!
+8;!,#=3!A#!Y0%0e!56!/DD/!+8;!.+=!+G3,+23;!
Yk%[e!#G3,!A.3!$+=A!A.,33!63+,=!_=33!QJ.>5>A!/)`%!

(#8FC3,=#883$E8#8F>8A3,3=A!3JC38=3!_(1Q`!
>8-,3+=3;!+A!+!/\%4e!V:dR'!>8;@=A,6!.3+;F!

-#@8A!2,3K!+A!\%0e!V:dR!+8;!A#A+$!-#BC38F
=+A>#8!3JC38=3!2,3K!/\%[e!+88@+$$6%!!U.3!8#8F
C3,=#883$!3JC38=3!_(1Q`!,+A>#!.+=!B#G3;!?,#B!
)ke!#?!83A!,3G38@3=!A#!44e!#?!83A!,3G38@3=!>8!
,3-38A!63+,=%!!

U.3!,32,3==>#8!+8+$6=>=!#?!A.3!I&:!Z+A+P+89!
$>83=!#?!5@=>83==!C,#G>;3=!+!B3+8=!A#!N@+8A>?6!
A.3!?>J3;!-#=A!=A,@-A@,3!#?!A.3!$+,23!>8G3=AB38A!
5+89=%!!U.3!?>J3;!-#=A=!#?!A.3!T&P=!2,3K!?,#B!
hak0!B>$$>#8!>8!/DD0!A#!h/%4[!5>$$>#8!>8!/DD\!o!
,3C,3=38A>82!+!V:dR!#?!/[%ae%!

I>8-3!/DD\'!A.3!>8;@=A,6!.+=!;>=C$+63;!+!53AA3,!
+5>$>A6!+A!-#8A,#$$>82!>A=!3JC38=3=!+8;!=.>?A>82!
>A=!-#=A!=A,@-A@,3!A#!+!G+,>+5$3!,+A.3,!A.+8!+!
?>J3;!5+=3%!!7>J3;!-#=A!2,#KA.!=$#K3;!+?A3,!/DD\!
A#![%ae!+88@+$$6%!!7>J3;!-#=A=!+=!+!C3,-38A+23!
#?!8#8F-#BC38=+A>#8!+8;!8#8F>8A3,3=A!3JC38=3=!
A#A+$3;!/a%ae!>8!)000%!
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C#)"8"($:D$

LIB Comp-to-Precomp Profit Before Tax 
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Source: SIA DataBank and Bernstein analysis 

!

Capital Retention Grows
c.>$3!3JC38=3!B+8+23B38A!,3B+>8=!+!C,#5$3B!
?#,!c+$$!IA,33A'!+8#A.3,!?+-A#,!;,>G>82!;#K8!
RHQ=!.+=!5338!+!=#B3K.+A!-+G+$>3,!+AA>A@;3!
,32+,;>82!A.3!,3A38A>#8!#?!3N@>A6!56!A.3!>8G3=AF
B38A!5+89=%!!U.3!T&P=b!3N@>A6!$3G3$=!.+G3!
>8-,3+=3;!+$B#=A!?>?A338F?#$;!=>8-3!/Dk0'!K.>$3!
A.3>,!83A!>8-#B3!.+=!B#G3;!@C!#8$6!=3G38!A>B3=%!!
U#A+$!3N@>A6!-+C>A+$!@=+23!?#,!A.3!T&P=!.+=!2,#K8!
+A!+!/Y%Ye!2,#KA.!,+A3!53AK338!/DDa!+8;!)000'!
>8-,3+=>82!?,#B!h//%k!5>$$>#8!A#!h/D%D!5>$$>#8%!
!
7>J3;F>8-#B3!3N@>A6!@=+23!,#=3!,+C>;$6!A.,#@2.F
#@A!A.3!/DD0='!+=!5+$+8-3!=.33A!K+=!@=3;!A#!=@CF
C#,A!2,#K>82!C,#C,>3A+,6!A,+;>82%!!:=!+!,3=@$A!#?!
;3-$>8>82!,3A@,8=!+8;!;>??>-@$A!B+,93A!-#8;>A>#8='!
>A!C3+93;!>8!B>;F/DDk!+A!h)\%0!5>$$>#8!>8!+==3A=!
53?#,3!;3-$>8>82!))%ke!A#!h/D%4!5>$$>#8!+A!63+,F38;!
)000%!P6!-#8A,+=A'!-+C>A+$!+$$#-+A3;!A#!3N@>A6!=+$3=!
+8;!A,+;>82!K+=!,3$+A>G3$6!?$+A!A.,#@2.#@A!A.3!
3+,$6!/DD0=!53?#,3!,+C>;$6!>8-,3+=>82!56!/4k%)e!
?,#B!B>;F63+,!/DDY!A#!63+,F38;!)000!+=!.>2.!
,3A@,8!3N@>A6!;3,>G+A>G3!+-A>G>A>3=!+8;!(+=;+N!
=3-#8;+,6!A,+;>82!+-A>G>A>3=!>8-,3+=3;%!

&8!A.3!$+=A!AK#!63+,='!A.3!T&P=!.+G3!+2+>8!5338!
,+BC>82!@C!A.3>,!-+C>A+$%!!U#A+$!-+C>A+$!,3A+>83;!
.+=!2,#K8!)4e!B#,3!,+C>;$6!A.+8!A.3!;3B+8;!
?#,!-+C>A+$!?,#B!A.3!@8;3,$6>82!5@=>83==3=!#?!A.3!
>8;@=A,6%!!c.6!;#3=!A.>=!B>=B+A-.!>8!=@CC$6!+8;!
;3B+8;!3J>=Ap!!&A!>=!A.3!A.,3+A!#?!A.3!-#BB3,->+$!

5+89=!+8;!A.3!C,#K3==!#?!A.3>,!$+,23!5+$+8-3!
=.33A=%!!U.3!=3-@,>A>3=!?>,B=!+,3!.@=5+8;>82!A.3>,!
-+C>A+$!,3=#@,-3=!?#,!+!$#82!5+AA$3!+.3+;%!!U.3!
>8;@=A,6!+CC3+,=!A#!53!,3+;6!A#!@=3!>A=!-+C>A+$!
A#!?>2.A!-#BB3,->+$!5+89!-+C>A+$!#G3,!A.3!*W:!
5@=>83=='!K.>-.!B3+8=!B#,3!-+C>A+$!K>A.!A.3!=+B3!
+B#@8A!#?!5@=>83==!o!,3=@$A>82!>8!$#K3,!RHQ=%!
!
!

The Convergence of Corporate Strategies —
A Recipe for a War of Attrition
c>A.!8+,,#K>82!B+,2>8=!>8!B#=A!-#,3!5@=>83==3=!
+8;!+8!3G38!=B+$$3,!2,#@C!#?!.>2.F,3A@,8!5@=>F
83==3=!=@CC#,A>82!A.3!C3,?#,B+8-3!#?!A.3!-#BF
C+8>3='!A.3!>8G3=AB38A!5+89=!.+G3!+$$!-#8G3,23;!
#8!A.3!=+B3!-#,C#,+A3!=A,+A32>3=%!!*#,3!>BC#,F
A+8A$6!A#!+8!>8G3=A#,'!@8$>93!C,3G>#@=!K+G3=!#?!
-#BC3A>A#,='!A.3!83K!5+89!38A,+8A=!>8A#!>8G3=AF
B38A!5+89>82!+CC3+,!A#!.+G3!$3+,83;!rA.3!A,>-9=!
#?!A.3!A,+;3%j!!7#,!A.3!?>,=A!A>B3'!A.3!=A,+A32>3=!#?!
+$$!=3-@,>A>3=!>8;@=A,6!C+,A>->C+8A=!o!83K!-#BF
C3A>A#,='!K>,3!.#@=3='!A,+;>82!=.#C=!+8;!K.>A3!
=.#3!>8G3=AB38A!5+89=!o!+CC3+,!,3B+,9+5$6!
+$>93%!!U.3!;>??3,38-3=!53AK338!A.3!?>,B=!+,3!?3K!
+8;!A.3>,!=A,+A32>-!2#+$=!+,3!G>,A@+$$6!A.3!=+B3%!
QG3,6#83!>=!A,6>82!A#!2,#K!A.3!,3B+>8>82!.>2.F
B+,2>8!5@=>83==3=!_iRM*P=j`!o!*W:'!3N@>A6!
;3,>G+A>G3='!-,3;>A!;3,>G+A>G3='!.>2.!6>3$;!@8;3,F
K,>A>82!+8;!&1H=%!
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U.3!3G#$@A>#8!>8!=A,+A326!=.#@$;!8#A!53!=@,C,>=F
>82!2>G38!A.3!A@B@$A@#@=!.>=A#,6!#?!A.3!>8;@=A,6%!!
U.3!B#,3!;+,>82!+8;!+22,3==>G3!B+8+23B38A!
A3+B=!#?!A.3!>8;@=A,6!.+G3!5338!A+938!#@A!#G3,!
A>B3!56!B+,93A!=@,C,>=3='!3+,8>82=!;#K8A@,8=!
+8;!,>=9!B+8+23B38A!B>=A+93=%!!U.#=3!K.#!.+G3!
,3B+>83;!>8!A.3!>8;@=A,6!+,3!A#@2.!=@,G>G#,=!
K.#!@8;3,=A+8;!A.3!3-#8#B>-=!#?!A.3!5@=>83==!
+8;!98#K!.#K!A#!-#8A,#$!,>=9%!

c.+A!>=!A.3!>BC+-A!#?!A.3!-#8G3,238-3!#?!i?#$$#K!
A.3!$3+;3,j!-#,C#,+A3!=A,+A32>3=p!!c>A.!-#BB#8!
-#,C#,+A3!=A,+A32>3='!;33C!C#-93A=!+8;!=A,#82!
-+C>A+$!C#=>A>#8='!>A!K>$$!53-#B3!>8-,3+=>82$6!
;>??>-@$A!?#,!>8;@=A,6!C+,A>->C+8A=!A#!+-.>3G3!
C#,A?#$>#!,3A@,8!5,3+9A.,#@2.=%!!c3!-+8!3JC3-A!
A.+A!$#K!5+,,>3,=!A#!38A,6!5@=>83==3=!>8!=+$3=!+8;!
A,+;>82!K>$$!=33!+--3$3,+A>82!C,3A+J!B+,2>8!-#BF
C,3==>#8!+8;!-#BB#;>A><+A>#8%!!V+C>A+$!-#BB>AF
B38A=!+8;!$38;>82!K>$$!53!@=3;!A#!B+,93A!RM*P=!
=@-.!+=!*W:!+8;!.>2.!6>3$;!@8;3,K,>A>82'!C#A38F
A>+$$6!$3+;>82!A#!A.3=3!+AA,+-A>G3!=3-A#,=!53>82!
i#G3,F5+893;j!+8;!i#G3,FB+,93A3;%j!!*3,-.+8A!
5+89>82!C#,A?#$>#!>8G3=AB38A=!K>$$!53!@=3;!+=!
+8#A.3,!B3+8=!#?!i5@6>82j!-+CA>G3!-$>38A=!+8;!
2,#K>82!B+,93A!=.+,3!>8!3N@>A6!@8;3,K,>A>82!
+8;!+;G>=#,6!+==>28B38A=%!!U.>=!@$A>B+A3$6!$3+;=!
A#!+!=A+$3B+A3!>8!RM*P!B+,93A!=.+,3!o!A.+A!>=!
+!K+,!#?!+AA,>A>#8!o!+B#82!>8;@=A,6!C+,A>->C+8A='!
+8;!+!-#8A>8@+A>#8!#?!A.3!>8;@=A,6b=!$#82!.>=A#,6!
#?!2,+;@+$!;3-$>83!>8!A.3!C,3A+J!B+,2>8=!+8;!RHQ!
#?!+AA,+-A>G3!5@=>83==3=!A.,#@2.!-#BC3A>A>G3!C,3=F
=@,3!+8;!-#BB#;>A><+A>#8%!

The Performance Impact
HG3,!A.3!83JA!?>G3!63+,='!K3!53$>3G3!A.+A!B+,2>8!
;3-$>83=!>8!A.3!=3-@,>A>3=!>8;@=A,6!K>$$!=>28>?>F
-+8A$6!>BC+-A!$#KF5+,,>3,!A#!38A,6!C,#;@-A=!=@-.!
+=!?>J3;F>8-#B3!@8;3,K,>A>82!+8;!A,+;>82!+8;!
3N@>A6!=3-#8;+,6!C,#;@-A=%!!*+,2>8!C,3==@,3'!
.#K3G3,'!K>$$!53!?3$A!+-,#==!A.3!>8;@=A,6b=!38A>,3!
,+823!#?!5@=>83==3='!+=!B+,93A!C+,A>->C+8A=!

C@,=@3!=>B>$+,!=A,+A32>3=!+8;!+=!83K!-#BC3A>A#,=!
A,6!A#!3JC+8;!>8!>8G3=AB38A!5+89>82%!!V+C>A+$!K>$$!
>8-,3+=>82$6!53!3BC$#63;!A#!5@6!$3+2@3!A+5$3!
,+89>82=!>8!.#C3=!#?!B#,3!$@-,+A>G3!5@=>83==!
_3%2%'!*W:'!;3,>G+A>G3='!.>2.F6>3$;!@8;3,K,>A>82`!
K>A.!832+A>G3!>BC+-A!#8!RHQ!C3,?#,B+8-3%!

:B#82!A.3!RM*P='!3N@>A6!@8;3,K,>A>82!K>$$!
53!.+,;3,!A#!C383A,+A3!?#,!+$$!5@A!+!.+8;?@$!#?!
-#BC3A>A#,=%!!U.>=!5@=>83==!;3C38;=!#8!+!K3$$F
;3G3$#C3;!,3C@A+A>#8!?#,!=@--3==?@$!;>=A,>5@A>#8!
+8;!$+,23'!-#=A$6FA#F;3G3$#C!3N@>A6!,3=3+,-.!
-+C+5>$>A>3=%!!IA>$$'!A.3!3=A+5$>=.3;!C$+63,=!K>$$!?>8;!
A.+A!-#BC3A>A>#8!K>$$!>8A38=>?6!K>A.!A.3!>8-,3+=3;!
38A,6!#?!A.3!5+89='!+8;!A.+A!C,#?>A+5>$>A6!#?!3G38!
A.>=!-#,3!C,#;@-A!K>$$!$>93$6!3,#;3!A.,#@2.!@8;3,F
K,>A>82!=C,3+;!,3;@-A>#8=!#,!>8-,3+=>82!-#=A=!
+==#->+A3;!K>A.!=@--3==?@$$6!-#BC3A>82!?#,!&1H=%!!
d#>82!?#,K+,;'!A.3!B+,2>8!C,3==@,3!K>$$!-+@=3!
A.3!RHQ=!#?!A.3!T&P!=3-A#,!A#!;3-$>83!A#!B>;FA338!
$3G3$=!_/aF/Ye`!+A!A.3!C3+9!#?!A.3!83JA!>8;@=A,6!
,3G38@3!-6-$3%!

V3,A+>8!?>,B=!K>$$!C3,?#,B!53AA3,!>8!A.3!;>??>-@$A!
=A,+A32>-!38G>,#8B38A%!!c3!53$>3G3!A.+A!A.3!?>,B=!
A.+A!.+G3!+-.>3G3;!-#BB+8;>82!B+,93A!=.+,3!>8!
+;G>=#,6!K#,9!+8;!3N@>A6!@8;3,K,>A>82!o!A.3!
I@C3,!P@$23!5,+-93A!?>,B=!o!K>$$!.+G3!A.3!+5>$>A6!
A#!53+A!A.3!>8;@=A,6!+G3,+23!RHQ=%!!U.3!B+,93A!
=.+,3!#?!A.3!>8G3=AB38A!5+89>82!RM*P=!.+G3!
C,#G3;!A#!53!,3$+A>G3$6!=A+5$3!.>=A#,>-+$$6!_=33!
QJ.>5>A!/4`%!!U.>=!=.#@$;!+$$#K!A.3!3+,8>82=!#?!A.3!
-@,,38A!B+,93A!$3+;3,=!A#!-#8A>8@3!A#!,3$+A>G3$6!
#@AC3,?#,B!;3=C>A3!A.3!B+,2>8!;3-$>83=!K>A.!
C3+9!-6-$3!RHQ=!#?!400!A#![00!5+=>=!C#>8A=!+5#G3!
A.3!B3+8!#?!A.3!2,#@C%!!7#,!A.#=3!=3-@,>A>3=!?>,B=!
A.+A!.+G3!K3+93,!RM*P!B+,93A!=.+,3'!A.3!83JA!
?>G3!63+,=!K>$$!C,#G3!A#!53!B#,3!;>??>-@$A!+=!A.36!
+,3!?+-3;!K>A.!A.3!-.+$$3823!#?!2,#K>82!RM*P!
B+,93A!=.+,3!>8!A.3!?+-3!#?!3JC+8;3;!-#BC3A>A>#8!
+8;!B+,2>8!C,3==@,3%!
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Market Share Trends of Big Three 
in High-Margin Investment Banking 
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!

P,+;!M>8A<!C,3=38A3;!A.>=!,3C#,A!A#!A.3!
I&:!P#+,;!#?!Z>,3-A#,=!B33A>82!>8!(3K!
f#,9!#8!X+8@+,6!/Y'!)00)%!!1,>#,!A#!O#>8>82!
P3,8=A3>8'!P,+;!=C38A!/4!63+,=!#8!c+$$!
IA,33A!+=!V.>3?!7>8+8->+$!H??>-3,!+8;!
*+8+2>82!Z>,3-A#,!#?!T3.B+8!P,#A.3,=!
M#$;>82=!+8;!*+8+2>82!Z>,3-A#,!+8;!
U,3+=@,3,!#?!*#,2+8!IA+8$36!d,#@C%!

!

,"#*&-.$/+&
J<$)+7&L.*.,4("&A/,67*+&
I+8?#,;!V%!P3,8=A3>8!W!V#%!
_)/)`!Y\aF[\D0!
.>8A<-5s53,8=A3>8%-#B!
!
0)112&3))&4#$5&
J<$)+7&L.*.,4("&A**#(),+.&
I+8?#,;!V%!P3,8=A3>8!W!V#%!
_)/)`!Y\aF[/\/!
A+829$s53,8=A3>8%-#B!
!
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OPERATIONS IN THE SECURITIES INDUSTRY

!

U.3!=3-#8;!3;>A>#8!#?!A.3!L.=#4+&#/&;=.4,+)#/*&)/&+".&C.($4)+).*&@/2$*+47'!
K.>-.!.+=!O@=A!5338!>==@3;0&>8-$@;3=!+!5,#+;!=C3-A,@B!#?!>8?#,B+A>#8!
+5#@A!#C3,+A>#8=!K>A.>8!A.3!=3-@,>A>3=!>8;@=A,6'!>8-$@;>82^!

• M"95$4'7&950("&'!q!A6C3!#?!?>,B'!8@B53,!#?!5,+8-.!#??>-3='!
8@B53,!#?!R32>=A3,3;!R3C,3=38A+A>G3='!8@B53,!#?!.#B3!#??>-3!
#C3,+A>#8=!3BC$#633=!+8;!A.3!C3,-38A!#?!A.#=3!3BC$#633=!A.+A!
+,3!B+8+23B38A!G=%!8#8FB+8+23B38A]!

• M"'0'6"0L$4'7&950("&'$q!+G3,+23!,3G38@3!C3,!?>,B!+8;!=#@,-3!
#?!,3G38@3'!+G3,+23!3JC38=3!C3,!?>,B'!+G3,+23!-#BC38=+A>#8!
3JC38=3!C3,!#C3,+A>#8=!3BC$#633]!

• 390/"'>$q!:G3,+23!B#8A.$6!A,+;3='!-#BC#=>A>#8!#?!A,+;3='!
-+8-3$=E-#,,3-A='!&8A3,83A!A,+;>82'!-#=A!C3,!A,+;3'!A,+;3=!C3,!
#C3,+A>#8=!3BC$#633]!

• S66&;'($4'7&950("&'$q!+G3,+23!8@B53,!#?!-@=A#B3,!+--#@8A='!
&R:!+8;!I+?3933C>82!+--#@8A='!;>G>;38;!,3>8G3=AB38A!C,#2,+B='!
3$3-A,#8>-!C+6B38A=!W!-,3;>A='!B#836!-#$$3-A>#8E;>=5@,=3B38A=!
B3A.#;='!.#@=3.#$;>82'!=K33C=]!

• M11*$0'/$J)09>1*$q!>8A3,3=A!C+>;'!>8A3,3=A!-.+,23;'!?33=!W!-.+,23=]!

• 4'7&950("&'$316)'&L&><$!;..&9($q!#,2+8><+A>#8!#?!&U!?@8-A>#8='!
+88@+$!3JC38;>A@,3=!#8!&U'!&U!=A+??>82'!Ut/!>8>A>+A>G3='!@=3!#?!
$3+;>82!A3-.8#$#2>3='!?@8-A>#8=!C3,?#,B3;!#8!+!)[JY!5+=>=]!

• %0'0>151'($K&L"6"1*$0'/$K906("61*$q!B#=A!=@--3==?@$!#C3,+A>#8=F
,3$+A3;!>8>A>+A>G3='!936!B#8>A#,>82!+8;!3G+$@+A>#8!B3+=@,3=%!

!
!
!
!
!
HG3,+$$'!?#,A6F8>83!?>,B=!C,#G>;3;!;+A+!?#,!
A.>=!,3C#,A%!!U.#=3!?>,B=!3BC$#6!B#,3!A.+8!
D)'000!?@$$FA>B3!>8;>G>;@+$='!,3C,3=38A!#G3,!
\0'000!R32>=A3,3;!R3C,3=38A+A>G3='!-#G3,!
83+,$6!/4'000!5,+8-.!#??>-3=!+8;!.+8;$3!B#,3!
A.+8!AK38A6!B>$$>#8!A,+;3=!3+-.!B#8A.%!
!
P3-+@=3!#?!A.3!;>G3,=>A6!#?!?>,B=!K>A.>8!A.3!
>8;@=A,6!+8;!A.3!3G38!2,3+A3,!;>G3,=>A6!#?!
.#K!#C3,+A>#8=!?@8-A>#8=!+,3!#,2+8><3;'!#83!
#?!A.3!B+O#,!-.+$$3823=!?+->82!+86!=A@;6!#?!!

A.>=!=#,A!>=!A#!C,3=38A!A.3!>8?#,B+A>#8!>8!+=!
.#B#238#@=!+!K+6!+=!C#==>5$3%!!(#!#83!
=32B38A+A>#8!=-.3B3!>=!C3,?3-A]!.#K3G3,'!
=32B38A>82!A.3!?>,B=!56!-$3+,>82!+,,+823F
B38A=!=33B3;!A#!K#,9!53=A%!!U.3,3?#,3'!?>,B=!
>8!A.>=!=A@;6!.+G3!5338!=32B38A3;!>8A#!A.,33!
2,#@C=!+=!?#$$#K=^!R9&;.$4!u!?>,B=!A.+A!+,3!
=3$?F-$3+,>82!+8;!+$=#!-$3+,!?#,!#A.3,=]!R9&;.$
44!u!?>,B=!A.+A!+,3!=3$?F-$3+,>82'!5@A!;#!8#A!
-$3+,!?#,!#A.3,=]!+8;!R9&;.$444!u!?>,B=!A.+A!
#8$6!-$3+,!A.,#@2.!#A.3,=%!
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Operations Survey 

(49 firms) 

Self-clearing 
(34 firms) 

Clear Through Others 
(15 firms) 

Group III 

These firms are all in the smallest two firm-size 
categories (fewer than 500 employees).  Eight 
firms provided data for retail transactions, four 
firms reported for both retail and institutional, 
and three firms reported for institutional only.  
Nine of the fifteen firms in this group described 
themselves as an “Introducing Firm,” three 
firms said “Institutional Firm,” two said “Full 
Service Brokerage,” and one indicated 
“Other.” 

Clear For Others 
(19 firms) 

Group I 

Three quarters of these firms (73.6%) were 
in the largest two firm-size categories, 
having more than 500 employees.  Six firms 
reported data for retail transactions only, 
eleven firms reported for both retail and 
institutional, and two firms reported for 
institutional only.  Thirteen of the nineteen 
firms categorized themselves as “Full 
Service Brokerage,” one firm indicated 
“Bank BD,” four firms checked “Clearing 
Firm,” and one firm indicated “Other.” 

Do Not Clear For Others 
(15 firms) 

Group II 

Sixty percent of firms in Group II had at 
least 500 employees (among the two largest 
firm-size categories).  Eight firms reported 
data for retail transactions only, four firms 
reported data for both retail and 
institutional, and three reported for 
institutional only.  Nine of fifteen firms 
categorized themselves as “Full Service,” 
one each indicated “Introducing Firm,” 
Discount Broker,” “Bank BD,” Independent 
Contractor,” and two firms checked 
“Institutional Firm.” 

!

!
!

!
!
!
!
!
!

!
!
!
!
!
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Q+-.!=3-A>#8!#?!A.3!,3C#,A!C,3=38A=!A.3!
,3$3G+8A!;+A+!>8!=3G3,+$!K+6=^!!!

• !;5509<$(08L1*!A.+A!C,#G>;3!A#CF$>83!
>8?#,B+A>#8]!

• !60((19$H"0>905*!A.+A!=.#K!?>,BF
=C3->?>-!B3+=@,3=!>8!+!8#8F>;38A>?6>82'!
2,+C.>-!?#,B+A]!

• H0(0$S990<*$A.+A!=.#K!>8;>G>;@+$!?>,BF
=C3->?>-!>8?#,B+A>#8!>8!+!8#8F>;38A>?6>82!
A+5@$+,!?#,B+A%!

!
U.3!I-+AA3,!Z>+2,+B=!+8;!Z+A+!:,,+6=!C,#F
G>;3!+!G3,6!2,+8@$+,!$##9!+A!A.3!;+A+!+8;!
>$$@=A,+A3!A.3!,+823!+8;!;>G3,=>A6!#?!A.3!
,3=C#8=3=%!
!
U.3!-.+,A!53$#K!>$$@=A,+A3=!A.3!-#BC#=>A>#8!#?!
?>,B=!C+,A>->C+A>82!>8!A.>=!=A@;6%!!(3+,$6!.+$?!
_[De`!>;38A>?>3;!A.3B=3$G3=!+=!7@$$!I3,G>-3!
P,#93,+23!7>,B=]!A.3!=3-#8;!$+,23=A!

-+A32#,6'!&8A,#;@->82!7>,B='!+--#@8A3;!?#,!
AK38A6!C3,-38A!#?!A.3!A#A+$%!!U.3!,3B+>8;3,!
,3C,3=38A=!+!B>J!#?!P+89!P,#93,!Z3+$3,='!
&8=A>A@A>#8+$!7>,B='!V$3+,>82!7>,B='!
+8;!#A.3,=%!!!
!
H?!A.3!?>,B=!C,#G>;>82!;+A+!?#,!A.>=!=A@;6'!
B#=A!_Y4%\e`!,3C#,A3;!#8!;#B3=A>-!#C3,+A>#8=!
K.>$3!)a%\!C3,-38A!,3C#,A3;!#8!2$#5+$!+-A>G>F
A>3=%!!!7#,A6F#83!C3,-38A!#?!C+,A>->C+A>82!?>,B=!
,3C#,A3;!#8!,3A+>$!5@=>83==!#8$6'!?#@,A338!
C3,-38A!,3C#,A3;!#8!>8=A>A@A>#8+$!5@=>83=='!
+8;!?#,A6F?>G3!C3,-38A!,3C#,A3;!#8!5#A.%!!
!
&8!A3,B=!#?!A#A+$!?>,B!,3G38@3'!?>,B=!,3C#,A3;!
A.+A!=$>2.A$6!#G3,!#83!A.>,;!_4\%/e`!#?!A.3>,!
A#A+$!>8-#B3!K+=!;3,>G3;!?,#B!,3A+>$!+8;!
>8=A>A@A>#8+$!-#BB>==>#8]!+8#A.3,!40%De!C3,F
-38A!K+=!;3,>G3;!?,#B!>8A3,3=A!>8-#B3]!+8;!
A.3!,3B+>8;3,!_4[%0e`!K+=!?,#B!#A.3,!=#@,-3='!
>8-$@;>82!//%/e!?,#B!733F5+=3;!:--#@8A=%!
!
!
!
!

!
$

! $

Participating Firms by Category

Full Service
Brokerage

Introducing Firm

Bank B/D

Clearing Firm
Other

Institutional
49.0%

20.4%
4.1%

10.2%

8.1%8.2%

Participating Firms by Category

Full Service
Brokerage

Introducing Firm

Bank B/D

Clearing Firm
Other

Institutional

Participating Firms by Category

Full Service
Brokerage

Introducing Firm

Bank B/D

Clearing Firm
Other

Institutional
49.0%

20.4%
4.1%

10.2%

8.1%8.2%

49.0%

20.4%
4.1%

10.2%

8.1%8.2%

!
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Average Compensation per Operations Employee

$100,000

Number of Operations Employees

Average = $40,620

$140,000

$20,000

$40,000

$60,000

$80,000

Full Service Firms

$120,000

Average Compensation per Operations Employee

$100,000

Number of Operations Employees

Average = $40,620

$140,000

$20,000

$40,000

$60,000

$80,000

Full Service Firms

$120,000

!

Firm Information
:G3,+23!A#A+$!,3G38@3!C3,!?>,B!K+=!haa0!B>$$>#8'!#?!K.>-.!,3A+>$!+8;!>8=A>A@A>#8+$!
-#BB>==>#8=!+--#@8A3;!?#,!4\%/e%!:G3,+23!,3G38@3!,+823;!?,#B!h4/Y%/!B>$$>#8!
?#,!d,#@C!&!A#!h))%k!B>$$>#8!?#,!d,#@C!&&&%!!:G3,+23!?>,B!3JC38=3!K+=!ha0a%/!B>$$>#8%!!
U.>=!=3-A>#8!#?!A.3!,3C#,A!+$=#!-+$-@$+A3=!A.3!+G3,+23!-#BC38=+A>#8!3JC38=3!C3,!
#C3,+A>#8=!3BC$#633%!!U.3!;+A+!+,3!C,3=38A3;!56!2,#@C!+8;!?#,!7@$$!I3,G>-3!7>,B=%!
U.3!I-+AA3,!Z>+2,+B!53$#K!>$$@=A,+A3=!A.3=3!;+A+!?#,!7@$$!I3,G>-3!?>,B=%!

!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!

!
!

Trading
N;5819$&7$390/1*^!!&8!A#A+$'!C+,A>F
->C+A>82!?>,B=!.+8;$3;!B#,3!A.+8!
)0!B>$$>#8!A,+;3=!3+-.!B#8A.'!A.3!
B+O#,>A6!#?!K.>-.!K3,3!,3A+>$!A,+;3=!
_a)%De`%!!1,>8->C+$!A,+;3=!+--#@8A3;!
?#,!#G3,!AK38A6!?>G3!C3,-38A!_)\%ke`!
#?!A.3!A,+;3='!+8;!>8=A>A@A>#8+$!A,+;3=!
+--#@8A3;!?#,!+8#A.3,!//%4!C3,-38A%!
!
HG3,+$$'!A.3!B+O#,>A6!#?!A,+;3=!K3,3!
3N@>A>3='!,+82>82!53AK338!YYe!?#,!
,3A+>$!+8;!D0e!?#,!>8=A>A@A>#8+$%!!U.3!
A+5$3!A#!A.3!,>2.A!=@BB+,><3=!A.3!
-#BC#=>A>#8!#?!A,+;3=!56!A6C3%!
!

! K1961'($&7$S?190>1$%&'()L<$390/1*!

! $ $ 4'*("(;F
$ K9"'6".0L$ B1(0"L$ ("&'0L$
$ mm_e`mm! mm_e`mm! mm_e`mm!

C\;"(< %%%%%%%%%%%%%%%%%%%%%%%%%%% k/%Y%%%%%%%%%%%% YY%0%%%%%%%%%%%% D0%[!

+.("&'*%%%%%%%%%%%%%%%%%%%%%%%%%%% 0%)%%%%%%%%%%%%%% 4%a%%%%%%%%%%%%%% 0%D!

M"#1/$4'6&51!
$ J&9.&90(1 %%%%%%%%%%%%%%%%%% 4%0%%%%%%%%%%%%%% 0%a%%%%%%%%%%%%%% /%D!
$ %;'"*%%%%%%%%%%%%%%%%%%%%%%%%% \%D%%%%%%%%%%%%%% )%D%%%%%%%%%%%%%% /%k!
$ -!$R&?19'51'( %%%%%%% [%k%%%%%%%%%%%%%% /%\%%%%%%%%%%%%%% [%4!

%;(;0L$M;'/*%%%%%%%%%%%%%%%% 0%a%%%%%%%%%%%% /4%)%%%%%%%%%%%%%% 0%/!

+()19 %%%%%%%%%%%%%%%%%%%%%%%%%%% mm4%k%%%%%%%%%% mm/%)%%%%%%%%%% mm0%a!

! 3+3S=OOOOOOOOOOO /00%0%%%%%%%%%% /00%0%%%%%%%%%% /00%0!

!
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J0'61L*$b$J&9916(*^!!H83!#?!A.3!B3A,>-=!
C+,A>->C+A>82!?>,B=!K+8A3;!A#!53AA3,!
@8;3,=A+8;!K+=!A.3!,+A>#!53AK338!A.3!
8@B53,!#?!A,+;3=!+8;!A.3!8@B53,!#?!
-+8-3$=!+8;!-#,,3-A=%!!!7#,!+$$!?>,B=!+8;!
+$$!A6C3=!#?!A,+;3='!-+8-3$=!+8;!-#,,3-A=!
+--#@8A3;!?#,!/%[e!#?!A,+;3=%!!U.3!A+5$3!
A#!A.3!,>2.A!=@BB+,><3=!A.3=3!;+A+%!!!
&8!A.3!,3C#,A'!A.3=3!;+A+!+,3!C,3=38A3;!
>8!-#8=>;3,+5$6!B#,3!;3A+>$%!
!
&8!+;;>A>#8!A#!98#K>82!A.3!,+A>#!53AK338!
A,+;3=!+8;!-+8-3$E-#,,3-A='!?>,B=!+$=#!
K+8A3;!A#!.+G3!B#,3!-#BC+,+A>G3!;+A+!
#8!A.3!,3+=#8=!?#,!A.#=3!-+8-3$=!+8;!-#,F
,3-A=%!!U.>=!=A@;6!?#@8;!A.+A'!>8!+22,3F
2+A3'!rV#BB>==>#8!V.+,23r!_44%0e`!K+=!
A.3!=>82$3!$+,23=A!,3+=#8!?#,!,3A+>$!A,+;3=]!
?#,!>8=A>A@A>#8+$!A,+;3='!r:--#@8A!
(@B53,r!K+=!A.3!=>82$3!$+,23=A!,3+=#8'!
+--#@8A>82!?#,!Y/%De%!!U.3!A+5$3!A#!A.3!
,>2.A!=@BB+,><3=!A.3!,3+=#8=%!
!
7#,A6F#83!C3,-38A!_[0%ke`!#?!A.3!?>,B=!
,3=C#8;>82!>8;>-+A3;!A.+A!A.36!#??3,3;!
&8A3,83A!U,+;>82]!+B#82!A.#=3!?>,B=!
A.+A!;#!8#A!-@,,38A$6!#??3,!&8A3,83A!
A,+;>82'!)D%ae!+,3!C$+88>82!A#!;#!=#%!
!
UK#!#A.3,!A,+;>82F,3$+A3;!B3A,>-=!K3,3!
#?!>8A3,3=A!A#!C+,A>->C+A>82!?>,B=%!!U.3=3!
>8-$@;3;!_/`!-#=A!C3,!A,+;3'!+8;!_)`!8@B53,!
#?!A,+;3=!C3,!#C3,+A>#8=!3BC$#633%!
!
J&*($K19$390/1^!!P3-+@=3!A.3!+--#@8A>82!
=6=A3B=!+A!B+86!?>,B=!A,3+A3;!-#=A!>A3B=!
;>??3,38A$6'!A.3,3!K+=!8#!#G3,+$$!-#=A!
B3+=@,3!A.+A!-#@$;!53!-+$-@$+A3;!-#8F
=>=A38A$6!+-,#==!+$$!?>,B=%!!U.3,3?#,3'!>A!
K+=!;3->;3;!A#!-+$-@$+A3!AK#!=@5=3A=!#?!
;+A+!,3$+A3;!A#!#C3,+A>#8=^!_/`!A.3!A#A+$!
-#BC38=+A>#8!-#=A=!+8;!_)`!A.3!-#=A!?#,!
&8?#,B+A>#8!U3-.8#$#26%!!!U.3!A+5$3!A#!
A.3!,>2.A!=@BB+,><3=!A.3!-#=AFC3,FA,+;3!
;+A+!>8!+22,32+A3%!!U.3!,3C#,A!C,#G>;3=!
B@-.!B#,3!;3A+>$3;!;+A+!#8!-#=A!C3,!
A,+;3%!
!

!
!

J0'61L*cJ&9916(*$0*$K1961'($&7$390/1*$

$ U#A+$! 1,>8->C+$! R3A+>$! &8=A>A@A>#8+$!

! /%[e$ 0%Ye$ /%)e$ 4%0e$

$
!
!

 Reasons for Cancels/Corrects 
 Retail Institutional 
 __(%)__ __(%)__!

H&'d($e'&I$YHed*Z%%%%%%%%%%%%%%%%%%/0%0 %%%%%%%%%%%%%%%%%%\%D$
S66&;'($N;5819 %%%%%%%%%%%%%%%%%%%%%%)[%k %%%%%%%%%%%%%%%%Y/%D!
@;<$?*O$!1LL$H1*">'0("&' %%%%%%%%%%)%0 %%%%%%%%%%%%%%%%%%)%)!
P;0'("(<$J)0'>1%%%%%%%%%%%%%%%%%%%%%%%%Y%0 %%%%%%%%%%%%%%%%%%[%0!
J-!4K$J)0'>1%%%%%%%%%%%%%%%%%%%%%%%%%%%%/%D %%%%%%%%%%%%%%%%%%/%Y!
J&55"**"&'$J)09>1 %%%%%%%%%%%%%%%%44%0 %%%%%%%%%%%%%%%%%%D%\!
S66&;'($3<.1%%%%%%%%%%%%%%%%%%%%%%%%%%%%/4%D %%%%%%%%%%%%%%%%%%0%/!
+()19%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%Y%[ %%%%%%%%%%%%%%%%%%[%Y!

! 3&(0L%%%%%%%%%%%%%%/00%0 %%%%%%%%%%%%%%/00%0!

$
$
$

$ J&*($.19$390/1:$

! V#BC38=+A>#8! &8?#,B+A>#8!
! V#=A! U3-.8#$#26!

SLL$M"95*! h/%[[! h/%)k!

M& !4,2.&2,+,&5,*&,//$,6)N.2&+#&(#/>#4'&+#&,//$,6&
(#'=./*,+)#/&,/2&@!&(#*+&2,+,?!

!
!
390/1*$.19$+.190("&'*$C5.L&<11^!!:=!#83!B3+=@,3!#?!
3??>->38-6'!A.3!8@B53,!#?!A,+;3=!C3,!#C3,+A>#8=!
3BC$#633!K+=!-+$-@$+A3;%!!H8!+G3,+23'!?>,B=!,3C#,A3;!
A.+A!A.3,3!K3,3!83+,$6!)D'000!A,+;3=!B+;3!C3,!
#C3,+A>#8=!3BC$#633%!!U.3!,3C#,A!-#8A+>8=!B#,3!
;3A+>$3;!;+A+!#8!A.>=!A#C>-%!
!
!
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Account Information
7>,B=!C,#G>;3;!-#8=>;3,+5$3!+--#@8AF
,3$+A3;!;+A+'!>8-$@;>82!>8?#,B+A>#8!+5#@A^!
A.3!8@B53,!#?!+--#@8A=]!;>G>;38;!,3>8F
G3=AB38A!C,#2,+B=]!3$3-A,#8>-!C+6B38A=E!
-,3;>A=]!B#836!-#$$3-A>#8!+8;!;>=5@,=3B38A!
B3A.#;=]!IK33C=]!+8;!M#@=3.#$;>82!#?!
+--#@8A='!+B#82!#A.3,!A#C>-=%!
!
J;*(&519$S66&;'(*2!H8!+G3,+23'!?>,B=!
,3C#,A3;!.+G>82!B#,3!A.+8![a4'000!,3A+>$!
-@=A#B3,!+--#@8A=!C3,!?>,B'!+8;!,#@2.$6!
)/'000!>8=A>A@A>#8+$!+--#@8A=%!!&R:!:--#@8A=!
,3C,3=38A3;!+$B#=A!A.>,A6!C3,-38A!_)D%ae`!
#?!,3A+>$!+--#@8A=%!!U.3!?#$$#K>82!A+5$3!C,#F
G>;3=!=@BB+,6!;+A+!#8!-@=A#B3,!+--#@8A=%!
!

N;5819$&7$J;*(&519$S66&;'(*$.19$M"95$

! R3A+>$! &8=A>A@A>#8+$!

S?190>1! %1/"0'! S?190>1! %1/"0'!
! _v`! _v`! _v`! _v`!

[a4'4/\! \)')\0! )0'YaY! ['D00!

!
CL16(9&'"6$K0<51'(*cJ91/"(*2!!(3+,$6!
3>2.A6!C3,-38A!_YD%)e`!#?!A.3!?>,B=!,3=C#8;F
>82!>8;>-+A3;!A.+A!A.36!#??3,3;!3$3-A,#8>-!
C+6B38A=E-,3;>A=!A#!A.3>,!-@=A#B3,=!?#,!+A!
$3+=A!=#B3!A,+8=+-A>#8=%!!:$B#=A!AK#!A.>,;=!
_a4%)e`!A.3!?>,B=!#??3,>82!#??3,!+!?@$$!,+823!
#?!A,+8=+-A>#8!+$A3,8+A>G3=^!_/`!-,3;>A=!?,#B!!
!

5,#93,!A#!-@=A#B3,!5+89!+--#@8A]!_)`!;35>A=!
?,#B!-@=A#B3,!5+89!+--#@8A!A#!5,#93,]!_4`!;>G>F
;38;=!,3-3>G3;!A#!-@=A#B3,!5+89!+--#@8A%!
!
%&'1<$J&LL16("&'cH"*8;9*151'($%1()&/*2!!
U.3!?#$$#K>82!A+5$3!C,3=38A=!;+A+!#8!G+,>#@=!
B#836!-#$$3-A>#8!+8;!;>=5@,=3B38A!B3A.#;=%!!
7#,!5#A.!-#$$3-A>#8!+8;!;>=5@,=3B38A'!-.3-9!>=!
A.3!C,3;#B>8+8A!B3A.#;'!?#$$#K3;!56!K>,3;!
?@8;=%!!Z>,3-A!;3C#=>A!+8;!-+=.!+--#@8A3;!?#,!
+!G3,6!=B+$$!=.+,3!#?!A.3!A#A+$%!
!

%&'1<$J&LL16("&'cH"*8;9*151'($%1()&/*!

! ! Z>=5@,=3F!
! V#$$3-A>#8$ B38A!

J)16A %%%%%%%%%%%%%%%%%%%%%%%%%%%%% \k%[%%%%%%%%%%%%%%%% \k%0!
SJf %%%%%%%%%%%%%%%%%%%%%%%%%%%%%%% /0%0%%%%%%%%%%%%%%%% /)%Y!

W"91/$M;'/* %%%%%%%%%%%%%%%%% )a%Y%%%%%%%%%%%%%%%% )\%/!
H"916($H1.&*"( %%%%%%%%%%%%%%%% )%4%%%%%%%%%%%%%%%%%% 0%4!
J0*)%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%% 0%)%%%%%%%%%%%%%%%%%% 0%/!

+()19 %%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%% )%[%%%%%%%%%%%%%%%%%% 4%k!

!
f&;*1)&L/"'>2!!*#,3!A.+8!=>JA6!C3,-38A!#?!
?>,B=!_a0%ke`!>8;>-+A3;!A.36!.+G3!>BC$3B38A3;!
.#@=3.#$;>82!?#,!=A+A3B38A=]!.#K3G3,'!#8$6!
4/%/e!=+>;!A.36!.+;!>BC$3B38A3;!
.#@=3.#$;>82!?#,!-#8?>,B=!+8;!#8$6!44%4e!?#,!
#A.3,!+-A>G>A6%!

!
!
!

Fees and Charges
U.>=!=3-A>#8!#?!A.3!,3C#,A!C,3=38A=!>8?#,B+A>#8!
#8!+!G+,>3A6!#?!?33=!+8;!-.+,23='!>8-$@;>82^!
>8A3,3=A!C+>;!#8!7,33!V,3;>A!P+$+8-3=]!A.3!
G+,>#@=!5+=3=!@=3;!A#!=3A!>8A3,3=A!,+A3=]!+8;!
A.3!=C3->?>-!?33=!-.+,23;!?#,!+!G+,>3A6!#?!
=C3->?>-!=3,G>-3=%!!U.3!A+5$3!A#!A.3!,>2.A!=.#K=!
A.3!3JA38A!A#!K.>-.!?>,B=!-.+,23!?#,!+!=+BF
C$>82!#?!=C3->?>-!=3,G>-3=%!!U.3!Z+A+!:,,+6=!
>8!A.3!733=!+8;!V.+,23=!=3-A>#8!#?!A.3!,3C#,A!
C,3=38A!+!?@$$!+,,+6!#?!?33=!-.+,23;%!

!

C#(1'($3&$W)"6)$M11*$S91$J)09>1/$
M&9$!.16"7"6$!19?"61*!

$ SLL$M"95*!_e`!
! H&$N&($J)09>1$ J)09>1!

4'06("?1$S66&;'( %%%%%%%%%%%a4%0%%%%%%%%%%%%%%%%%%%4Y%0!
!071A11."'>%%%%%%%%%%%%%%%%%%%k0%0%%%%%%%%%%%%%%%%%%%)0%0!
K&*(0>1$b$f0'/L"'> %%%%%4Y%k%%%%%%%%%%%%%%%%%%%a)%)!
SJS3!$YSLLZ %%%%%%%%%%%%%%%%%%4\%0%%%%%%%%%%%%%%%%%%%a\%0!

!
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!

Information Technology Support
(3+,$6!AK#!A.>,;=!_a/%4e`!#?!A.3!?>,B=!C+,A>->F
C+A>82!>8!A.3!=@,G36!>8;>-+A3;!A.+A!A.3!&8?#,B+F
A>#8!U3-.8#$#26!=@CC#,A!?#,!HC3,+A>#8=!K+=!
-38A,+$$6!B+8+23;%!!I$>2.A$6!B#,3!A.+8!#83!A.>,;!
_4[%Ye`!>8;>-+A3;!A.+A!&U!,3=#@,-3=!K3,3!-38A,+$$6!
B+8+23;'!5@A!A.3,3!K3,3!;3;>-+A3;!&U!,3=#@,-3=!
?#,!HC3,+A>#8=%!!H8$6!)%0e!=+>;!A.+A!&U!,3=#@,-3=!
K3,3!;3-38A,+$><3;!K>A.>8!HC3,+A>#8=%!
!
I$>2.A$6!#G3,!.+$?!A.3!?>,B=!,3C#,A3;!A.+A!A.36!
A,+-93;!+8;!+$$#-+A3;!3JC38=3=!?#,!&8?#,B+A>#8!
U3-.8#$#26%!!U.>=!,+823;!?,#BYk%De!?#,!d,#@C!
&!A#!)/%[e!?#,!d,#@C!&&&%!
!
c.38!+=93;!+5#@A!A.3!,3$+A>G3!3BC.+=>=!?>,B=!
K3,3!C$+->82!#8!=3G3,+$!936!Ut/!>8>A>+A>G3='!
iB+9>82!B#;>?>-+A>#8=!A#!>8A3,8+$!C,#-3==3=j!
,+893;!?>,=A'!-+CA@,>82!4)e!#?!A.3!C#>8A=%!!!
!
U.3!B#=A!K>;3$6!@=3;!$3+;>82!3;23!A3-.8#$#F
2>3=!>8-$@;3;!_/`!&8A3,83A!:--3==!?#,!V@=A#B3,=!
_k0%ke!+,3!-@,,38A$6!@=>82`'!_)`!&B+2>82!_Y0%)e!
+,3!@=>82`'!+8;!_4`!cQP!5+=3;!+CC$>-+A>#8=!;3F
G3$#CB38A!_a[%\e!+,3!@=>82`%!!U.3!,3C#,A!+$=#!
C,3=38A=!>8?#,B+A>#8!+5#@A!K.+A!?@8-A>#8=!-+8!
53!C3,?#,B3;!#8!+!)[JY!5+=>=!_3%2%'!#,;3,!38A,6'!
#,;3,!3J3-@A>#8'!+--3==!A#!+--#@8A!>8?#,B+A>#8'!
+$$#-+A>#8!+8;!-#8?>,B+A>#8!#?!A,+;3='!-+$-@$+F
A>#8!#?!*+,2>8ER>=9!B3A,>-='!A,+8=?3,!#?!?@8;=E!
=3-@,>A>3='!A,+;3!+--#@8A>82'!+8;!?>8+8->+$!
+--#@8A>82`%!

Management Policies and Practices
U.>=!=3-A>#8!#?!A.3!,3C#,A!C,3=38A=!G3,5+A>B!
,3=C#8=3=!A#!N@3=A>#8=!+5#@A!AK#!A6C3=!#?!
B+8+23B38A!C#$>->3=!+8;!C,+-A>-3=^!_/`!A.3!
B#=A!=@--3==?@$!>8>A>+A>G3=!A#!>8-,3+=3!,3G38@3'!
;3G3$#C!83K!C,#;@-A=!+8;!=3,G>-3='!+8;!,3;@-3!
-#=A=]!_)`!A.3!936!B3+=@,3=!@=3;!A#!B#8>A#,!+8;!
3G+$@+A3!,3=#@,-3!C,#;@-A>G>A6'!A>B3$>83==!+8;!
+--@,+-6!#?!C,#-3==>82'!+8;!N@+$>A6!#?!=3,G>-3%!
!
P+=3;!#8!,3=C#8=3=!A#!A.3!=3-#8;!=3A!#?!N@3=F
A>#8='!>A!>=!-$3+,!A.+A!?>,B=!;#!8#A!.+G3!+!-#8F
=>=A38A!=3A!#?!B3+=@,3=!A.+A!+,3!@=3;!A#!3G+$@+A3!
,3=#@,-3!C,#;@-A>G>A6'!A>B3$>83==!+8;!+--@,+-6!
#?!C,#-3==>82'!#,!N@+$>A6!#?!=3,G>-3%!
!
!
!
!
:/);9)$&3(&<#"16=$&
G)(.&H4.*)2./+&,/2&K)4.(+#40&C$49.7*&
!
!
U#!#,;3,!+!-#C6!#?!A.>=!,3C#,A'!G>=>A!#@,!K35!=>A3!
KKK%=>+%-#BE=@,G36=!K.3,3!6#@!-+8!#5A+>8!+8!

#,;3,!?#,B!+8;!+;;>A>#8+$!>8?#,B+A>#8!+5#@A!
A.>=!=@,G36!+=!K3$$!+=!B+86!#A.3,!>8;@=A,6F

=C3->?>-!,3C#,A=!+G+>$+5$3!?,#B!I&:%!
!
!
V#C6,>2.A!w!)00)!56!A.3!I3-@,>A>3=!&8;@=A,6!:==#->+A>#8'!
&8-%!!:$$!,>2.A=!,3=3,G3;!
!

!
!
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!

PRICES CHARGED RETAIL CLIENTS – 2001

!
U#!C,#G>;3!B3B53,!?>,B=!K>A.!+!5,#+;!+,,+6!
#?!>8?#,B+A>#8!#8!A.3!5@=>83==!C,+-A>-3=!+A!
-#@8A3,C+,A!?>,B='!I&:!-#8;@-A=!+!8@B53,!#?!
=A@;>3='!>8-$@;>82!,3C#,A=!#8!;=.4,+)#/*&)/&+".&
C.($4)+).*&@/2$*+47'!A**.+&8,/,%.'./+&A((#$/+*'!
+8;!@/*+)+$+)#/,6&O$*)/.**&A(+)9)+7?&&8!+;;>A>#8'!
3G3,6!A.,33!63+,=!+!=A@;6!>=!-#8;@-A3;!#8!
H4)(.*&I",4%.2&L.+,)6&I6)./+*'!-#8A+>8>82!+!G+=A!
+,,+6!#?!,3A+>$!C,>->82!>8?#,B+A>#8!?#,!>8;@=F
A,6!?>,B=%!!
!
Q>2.A338!?>,B=!C+,A>->C+A3;!>8!A.>=!63+,L=!=A@;6'!
,3C#,A>82!>8?#,B+A>#8!#8!-#BB>==>#8!-.+,23=!
?#,!=A#-9=!+8;!#CA>#8=]!;>=-#@8A>82!_>%3%'!A.3!
B#=A!-#BB#8!C3,-38A+23!;>=-#@8A'!+G3,+23!
;>=-#@8A!+8;!B+J>B@B!;>=-#@8A!+$$#K3;`]!
=3AF@C!+8;!B+>8A38+8-3!?33=!?#,!,3A>,3B38A!
+--#@8A=]!?33=!?#,!$32+$!A,+8=?3,='!,3A@,83;!
-.3-9='!C#=A+23!+8;!.+8;$>82'!=+?3933C>82'!
,3#,2+8><+A>#8'!3A-%!!!&8!+;;>A>#8'!A.>=!/40FC+23!
,3C#,A!C,#G>;3=!;+A+!#8!A#C>-=!=@-.!+=!>8A3,3=A!
-.+,23;!#8!*+,2>8!:--#@8A='!c,+C!:--#@8A='!
:==3A!*+8+23B38A!:--#@8A='!+8;!-#8A+>8=!
8@B3,#@=!=@BB+,6!A+5$3=!+=!K3$$!+=!3JA38=>G3!
;+A+!+,,+6='!K.>-.!C,3=38A!8#8F>;38A>?6>82'!
?>,BF56F?>,B!;+A+%!!!
!
Z+A+!>8!A.3!,3C#,A!>=!=32B38A3;!>8A#!=3G3,+$!
?>,BF=><3!2,#@C=!+8;!C,3=38A3;!?#,!3+-.!?>,BF
=><3!2,#@C'!+=!K3$$!+=!?#,!+$$!C+,A>->C+A>82!
?>,B='!K>A.!d,#@C!&!,3C#,A>82!;+A+!?#,!?>,B=!
K>A.!?3K3,!A.+8!a00!RR=!>8!)00/'!+8;!d,#@C!&&!
,3C#,A>82!;+A+!#8!?>,B=!K>A.!2,3+A3,!A.+8!a00!
RR=!>8!)00/%!!U.>=!63+,b=!=@,G36!C+,A>->C+8A=!
-#$$3-A>G3$6!3BC$#6!B#,3!A.+8!)0'000!RR='!
!
!

+8;!A.3!B+O#,>A6!#?!?>,B=!_YY%ke`!;3=-,>53;!
A.3>,!?>,B!+=!+!7@$$FI3,G>-3!P,#93,+23%!
!
Q>2.A6FA.,33!C3,-38A!#?!A.>=!63+,b=!C+,A>->C+8A=!
.+;!+!B>8>B@B!-#BB>==>#8!?#,!=A#-9=!A.+A!A.36!
-.+,23;!-$>38A='!,+82>82!53AK338!h/!+8;!ha\'!
K>A.!A.3!B#=A!-#BB#8!B>8>B@B!-#BB>==>#8!
-.+,23;!3N@+$!A#!h\0'!G3,=@=!Ya%\!C3,-38A!#?!
,3=C#8;38A=!K.#!->A3;!+!B>8>B@B!-#BB>==>#8!
-.+,23!?#,!#CA>#8=%!!U.3!B>8>B@B!-#BB>==>#8!
-.+,23!?#,!#CA>#8=!,+823;!53AK338!h4\!+8;!h\0'!
K>A.!+!B>;C#>8A!#?!h[4%\0%!!7#,A6F=3G38!C3,-38A!
#?!C+,A>->C+8A=!=@,G363;!-.+,23;!-$>38A=!#8!+!C3,!
-#8A,+-A!5+=>=!?#,!#CA>#8=%!!V#BB>==>#8!2,>;=!?#,!
3N@>A>3=!+8;!#CA>#8=!A,+8=+-A>#8=!+,3!>8-$@;3;!>8!
A.3!,3C#,A'!C,#G>;3;!#8!+!?>,BF=C3->?>-!5+=>='!+=!
K3$$!+=!>8!=@BB+,6!A+5$3=!>$$@=A,+A>82!A.3!6#5.*+0&
'.2),/!+8;!")%".*+&+B#@8A=!-.+,23;!56!=@,G36!
C+,A>->C+8A=!>8!)00/%!
!
:--#,;>82!A#!A.>=!63+,b=!=A@;6'!)[!C3,-38A!#?!
?>,B=!=+>;!A.+A!A.3!3JA38A!A#!K.>-.!;>=-#@8A=!
+,3!#??3,3;!#8!,3A+>$!+238-6!=A#-9!A,+8=+-A>#8=!
.+=!>8-,3+=3;!=>8-3!)000%!!R#@2.$6!4\!C3,-38A!
#?!?>,B=!3JC$+>83;!A.+A!B#=A!;>=-#@8A>82!;3F
->=>#8=!B+;3!56!RR=!A+93!>8A#!+--#@8A!A.3!A#A+$!
,3$+A>#8=.>C!K>A.!A.3!-$>38A'!+=!#CC#=3;!A#!?#F
-@=>82!=#$3$6!#8!A.3!=><3!#?!+!C+,A>-@$+,!A,+;3%!!
U.3!83JA!B#=A!-#BB#8!?+-A#,!>8!;3A3,B>8>82!
;>=-#@8A=!2>G38!>=!A.3!$382A.!#?!A>B3!A.+A!RR=!
.+G3!K#,93;!+A!A.3!?>,B'!K>A.!/a%4!C3,-38A!#?!
,3=C#8;38A=!=A+A>82!A.+A!83K3,!RR=!A38;!A#!
;>=-#@8A!B#,3!A.+8!#A.3,=%!!U+5$3!/!>$$@=A,+A3=!
?>,B!C#$>->3=!+8;!C,+-A>-3=!,32+,;>82!;>=-#@8AF
>82!#8!,3A+>$!+238-6!=A#-9!A,+8=+-A>#8=%!
!
!
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U.3!B#=A!-#BB#8!.*+)',+.2!C3,-38A+23!;>=-#@8A!2>G38!#8!-#BB#8!
=A#-9=!K+=!)\!C3,-38A'!#,!+!\!C3,-38A+23!C#>8A!>8-,3+=3!?,#B!A.3!$+=A!
A>B3!A.3!=A@;6!K+=!-#8;@-A3;!>8!/DDk%!!U.3!$+,23=A!;>=-#@8A!+8!RR!
-+8!2>G3!K>A.#@A!i.>2.3,!+CC,#G+$j!,+823;!53AK338!<3,#!+8;!
/00!C3,-38A'!K>A.!+!B3;>+8!#?![D%0!C3,-38A%!!U.3!#G3,+$$!C3,-38A!#?!
,3A+>$!+238-6!A,+;3=!A.+A!,3-3>G3!+!;>=-#@8A!,+823;!53AK338!<3,#!
+8;!D0%0!C3,-38A'!K>A.!+!B>;C#>8A!#?![\%0%!!!

FIRM POLICIES & PRACTICES WITH RESPECT TO 
DISCOUNTING ON RETAIL AGENCY STOCK TRANSACTIONS 

Our newer RRs tend to discount more 
than our established RRs.

We tend to discount more in major 
metropolitan areas than in less 
populated ones.

In our firm, the extent of discounting can 
depend on the particular branch 
manager and the strength of his/her 
management experience. 

We tend to discount more in 
geographic areas where there is 
stronger competition from discount 
firms.

Most discounting decisions by our
RRs take into account the total 
relationship with the client, as opposed 
to focusing solely on the size of a 
particular trade.

Most of our discounted trades 
arise from a suggestion or 
request by the client.

We are discounting more 
today than a year ago.

0% 100%
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Group 1

All 9.3 9.3 7.0 34.9 14.0 9.316.3

14.3 14.3
9.3

20.0 46.7 20.0
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!
!

U+5$3!)!=.#K=!+!=@BB+,6!#?!A.3!>8?#,B+A>#8!>8-$@;3;!>8!A.3!
,3C#,A!,32+,;>82!G+,>#@=!?33=!?>,B=!-.+,23!-$>38A=!+8;!A.3!B3;>+8!
+B#@8A=!-.+,23;!56!:$$!7>,B=%!!!

!
!

 Charged?  
Type of Fee Yes No Median Amount Charged 

 (%) (%)  
Exit Fee on IRA’s 83.3 16.7 $50.00 

Postage & Handling Fees 58.8 41.2 $4.88 

Fee for Extensions 5.6 94.4 n/a 

Custody Fees for Inactive 
Accounts 37.5 62.5 $30.00 

Wire Fee Transfers 77.8 22.2 $15.00 

    
!
!
!

HA.3,!A6C3=!#?!?33!>8?#,B+A>#8!-#G3,3;!>8!A.3!,3C#,A!>8-$@;3=!
=3,G>-3!-.+,23='!-.+,23=!?#,!>8+-A>G3!+--#@8A='!$32+$!A,+8=?3,!?33='!
-.+,23=!?#,!,3A@,83;!-.3-9='!>8A3,8+A>#8+$!K>,3!A,+8=?3,!?33='!
+--#BB#;+A>#8=!A,+8=?3,!?33='!-.+,23=!?#,!A,+8=?3,=!A#!83K!
5,#93,=!#,!?,#B!=A,33A!8+B3!A#!>8;>G>;@+$!8+B3'!,3#,2+8><+A>#8!
?33='!+88@+$!?33=!+8;!5#8;!,3;3BCA>#8!?33=%!!&8!+;;>A>#8'!A.3!
,3C#,A!C,#G>;3=!;3A+>$3;!?>,BF56F?>,B!>8?#,B+A>#8!#8!=3AF@C!
+8;!B+>8A38+8-3!?33=!_?#,!=3$?F;>,3-A3;!&R:'!S3#2.!+8;!HA.3,!
+--#@8A=`]!>8A3,3=A!-.+,23=!#8!B+,2>8!+--#@8A=!_5+=3;!#8!A.3!=><3!
#?!;35A!5+$+8-3`]!+8;!;3A+>$3;!K,+C!+--#@8A!>8?#,B+A>#8!_>%3%'!
+==3A!,+823=!+8;!C3,-38A+23=!-.+,23;'!B>8>B@B!+==3A=!C3,!83K!
+--#@8A'!9>8;=!#?!B+8+23,=!@=3;!>8!K,+C!+--#@8A!C,#2,+B='!
+22,32+A3!-#BC#=>A>#8!#?!+==3A='!+8;!B#,3`%!!!!
!
U#!C@,-.+=3!+!-#C6!#?!A.>=!63+,b=!,3C#,A!#8!VZFRH*'!G>=>A!#@,!
K35=>A3!+A!KKK%=>+%-#BE=@,G36=!#,!-#8A+-A!V+,B38!73,8+8;3<!
+A!_)/)`!a/kF0\/\!#,!_-?3,8+8;3<s=>+%-#B`%!

!
!
!
& >".$&,?"%)&
& C$49.7&A/,67*+&
!
!
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MONTHLY STATISTICAL REVIEW
!

U.S. Equity Market Activity
:/=8%&A".8)6!q!IA#-9!C,>-3=!=33=+K3;!A.,#@2.#@A!A.3!B#8A.!#?!735,@+,6'!+=!#82#>82!
-#8-3,8=!+5#@A!N@3=A>#8+5$3!+--#@8A>82!C,+-A>-3=!+8;!C3,=>=A38A!K3+983==!>8!A.3!
A3-.8#$#26!+8;!A3$3-#B!=3-A#,=!C$+2@3;!A.3!B+,93A%!(+=;+N!=A#-9=!=$@BC3;!A#!+!?#@,F
B#8A.!$#K!#?!/Y/a%)[!#8!735,@+,6!)/!+=!=3G3,+$!$3+;>82!A3-.!-#BC+8>3=!$#K3,3;!
,3G38@3!?#,3-+=A=%!!P6!735,@+,6b=!-$#=3'!A.3!(+=;+N!V#BC#=>A3!&8;3J!=A##;!+A!/Y4/%[D'!
+!a\%Ye!;3-$>83!?,#B!>A=!+$$FA>B3!.>2.!#?!\0[k%a)!>8!*+,-.!)000%!!7#,!A.3!B#8A.!#?!
735,@+,6'!>A!$#=A!/0%\e'!5,>82>82!)00)b=!63+,FA#F;+A3!C3,?#,B+8-3!;#K8!//%)e%!
!
U.3!IW1!\00!C+>8A3;!+!=>B>$+,'!5@A!$3==!;,+B+A>-'!C>-A@,3'!+=!>A!+$=#!A#@-.3;!$#K=!
@8=338!=>8-3!M+$$#K338%!!&A!=$>CC3;!?#,!A.3!=3-#8;!=A,+>2.A!B#8A.!A#!-$#=3!+A!//0a%Y4!
56!735,@+,6b=!38;'!;#K8!)Y%\e!?,#B!>A=!*+,-.!)000!C3+9%!7#,!A.3!B#8A.!#?!735,@+,6'!
>A!$#=A!)%/e!+8;!>=!;#K8!4%ae!63+,FA#F;+A3%!
!
U.3!Z#K!X#83=!&8;@=A,>+$!:G3,+23!B+8+23;!A#!C#=A!+!2+>8!?#,!735,@+,6'!3,+=>82!
A.3!X+8@+,6!=3A5+-9%!!Z#K!=A#-9=!K3,3!5@#63;!56!+!=A,>82!#?!2##;!3-#8#B>-!83K=!
+8;!5383?>A3;!?,#B!+!,#A+A>#8!>8A#!i#$;!3-#8#B6j!=A#-9=%!!&A!?>8>=.3;!A.3!B#8A.!+A!
/0/0a%/4'!#,!@C!/%De'!K.>-.!5,#@2.A!A.3!63+,FA#F;+A3!2+>8!A#!0%ke%!!IA>$$'!A.3!ZX&:!
>=!/4%ke!53$#K!>A=!X+8@+,6!)000!C3+9!+8;!>=!5+-9!A#!$3G3$=!#?!A.,33!63+,=!+2#'!K.38!
A.3!Z#K!?>,=A!5,#93!A.,#@2.!A.3!/0'000!5+,,>3,!#8!*+,-.!)D'!/DDD%!

!

Index
(12/31/99 = 100)

Daily Stock Price Movements
(Indexed to 12/31/99)

25

50

75

100

125

150

D F M A M J J A S O N J F M A M J J A O N D J F

Nasd aq
DJIA
S&P500

010099 02

!
!

:9#")&B=1?C)!q!U,+;>82!+-A>G>A6!#8!A.3!B+O#,!g%I%!3N@>A6!B+,93A=!=@5=>;3;!?,#B!
X+8@+,6b=!$3G3$=%!!(fIQ!G#$@B3!?3$$!4%/e!>8!735,@+,6!A#!/%4k!5>$$>#8!=.+,3=!+!;+6!
?,#B!X+8@+,6b=!/%[4!5>$$>#8!;+>$6%!!(3G3,A.3$3=='!63+,FA#F;+A3!G#$@B3!>=!@C!/4%ae!
-#BC+,3;!K>A.!A.3!?>,=A!AK#!B#8A.=!#?!)00/!+8;!>=!,@88>82!/4%4e!+.3+;!#?!)00/b=!
?@$$F63+,!,3-#,;!#?!/%)[!5>$$>#8!=.+,3=!;+>$6%!



 

 35 

H8!(+=;+N'!/%YD!5>$$>#8!=.+,3=!A,+;3;!;+>$6!>8!735,@+,6'!\%4e!=.#,A!#?!X+8@+,6b=!
+G3,+23%!!g8$>93!A.3!(fIQ'!(+=;+Nb=!G#$@B3!=#!?+,!A.>=!63+,!>=!#??!?,#B!$+=A!63+,b=!
,3-#,;!C+-3!+=!>8G3=A#,=!=.6!+K+6!?,#B!A3-.!=A#-9=%!!f3+,FA#F;+A3!G#$@B3!#?!/%k[!
5>$$>#8!;+>$6!=A+8;=!/\%\e!53$#K!A.3!)%)!5>$$>#8!;+>$6!+G3,+23!,3-#,;3;!>8!A.3!63+,F
3+,$>3,!C3,>#;'!+8;!>=!;#K8!+!B#;3=A!4%/e!?,#B!)00/b=!?@$$F63+,!,3-#,;!#?!/%D!5>$$>#8!
C3,!;+6%!!*3+8K.>$3'!:B3J!G#$@B3!?#,!A.3!?>,=A!AK#!B#8A.=!#?!)00)!K+=!;#K8!))%0e!
?,#B!A.3!-#BC+,+5$3!C3,>#;!$+=A!63+,%!

(Mils. Of Shs.)

Average Daily Share Volume

0

500

1,000

1,500

2,000

2,500

J-
99

F M A M J J A S O N D J-
00

F M A M J J A S O N D J-
01

F M A M J J A S O N D J-
02

F

Nasdaq

NYSE

!

D=11#"&B=1?C)!q!R3;@-3;!A,+;>82!+-A>G>A6!+8;!$#K3,!=A#-9!C,>-3=!>8!735,@+,6!
;3C,3==3;!A.3!G+$@3!#?!A,+;>82!#8!A.3!(fIQ!+8;!(+=;+N%!!(+=;+Nb=!+G3,+23!;+>$6!
;#$$+,!G+$@3!A,+;3;!;,#CC3;!/4%0e!?,#B!h[0%k!5>$$>#8!>8!X+8@+,6!A#!h4\%\!5>$$>#8!;+>$6!
>8!735,@+,6'!+!?>G3FB#8A.!$#K%!!f3+,FA#F;+A3!;#$$+,!G#$@B3'!+A!h4k%4!5>$$>#8!;+>$6'!>=!
;#K8![4%Ye!63+,F#G3,F63+,!+8;!#??!/4%)e!?,#B!)00/b=!h[[%/!5>$$>#8!;+>$6!+G3,+23%!
!
:G3,+23!;+>$6!;#$$+,!G#$@B3!>8!(fIQ!=A#-9=!=$>CC3;!\%[e!?,#B!X+8@+,6b=!$3G3$!A#!
h[)%/!5>$$>#8!>8!735,@+,6%!!U.3!63+,FA#F;+A3!G+$@3!#?!A,+;>82!#8!A.3!(fIQ'!+A!h[4%4!
5>$$>#8!;+>$6'!>=!;#K8!/0%0e!?,#B!$+=A!63+,b=!-#BC+,+5$3!C3,>#;'!5@A!,3B+>8=!)%[e!
+.3+;!#?!)00/b=!h[)%4!5>$$>#8!;+>$6!+G3,+23%!

($ Billions)

Average Daily Dollar Volume

0

20

40

60

80

100

120

J-
99

F M A M J J A S O N D J-
00

F M A M J J A S O N D J-
01

F M A M J J A S O N D J-
02

F

Nasdaq

NYSE

!



 

 36 

E$/)")6/&7#/)6!q!7#,!A.3!B#8A.!#?!735,@+,6'!6>3$;=!#8!A.,33FB#8A.!UF5>$$=!>8-.3;!@C!
A#!/%Y4e'!k!5+=>=!C#>8A=!.>2.3,!A.+8!X+8@+,6b=!+G3,+23!63A!=A>$$!4/\!5+=>=!C#>8A=!53$#K!
K.3,3!>A!=A##;!+!63+,!+2#%!*3+8K.>$3'!/0F63+,!U,3+=@,6!6>3$;=!=$>CC3;!A#![%D/e!>8!
735,@+,6'!;#K8!/4!5+=>=!C#>8A=!?,#B!X+8@+,6!+8;!/D!5+=>=!C#>8A=!53$#K!>A=!63+,F3+,$>3,!
$3G3$%!!:=!+!,3=@$A'!A.3!=C,3+;!53AK338!A.,33FB#8A.!+8;!/0F63+,!U,3+=@,>3=!8+,,#K3;!
A#!4/k!5+=>=!C#>8A='!5@A!,3B+>83;!K3$$!+5#G3!A.3!=C,3+;!#?!))!5+=>=!C#>8A=!+!63+,!+2#%!

Short vs. Long-Term Interest Rates

1

2

3

4

5

6

7

J-
99

F M A M J J A S O N D J-
00

F M A M J J A S O N D J-
01

F M A M J J A S O N D J-
02

F

3-M o T-Bill

10-Yr Treasury

(Percent)

!
!

U.S. Underwriting Activity
!

:?A3,!+8!@CA@,8!>8!X+8@+,6'!83K!>==@+8-3!#?!+$$!=3-@,>A6!-$+==3=!?3$$!=.+,C$6!>8!
735,@+,6!+B>;!-#8-3,8=!#G3,!-#,C#,+A3!-,3;>A!N@+$>A6!+8;!+8!@83+=6!=A#-9!B+,93A%!!
U#A+$!;#$$+,!C,#-33;=!#?!-#,C#,+A3!@8;3,K,>A>82!_3J-$@;>82!R@$3!/[[:!C,>G+A3!
C$+-3B38A=`!=$@BC3;!A#!h/\a%0!5>$$>#8!>8!735,@+,6'!+!44%4e!;3-$>83!?,#B!h)44%D!
5>$$>#8!+!B#8A.!3+,$>3,%!!(3G3,A.3$3=='!@8;3,K,>A>82!+-A>G>A6!>=!,@88>82!=$>2.A$6!
+.3+;!#?!$+=A!63+,b=!C+-3'!+=!>==@+8-3!8#K!=A+8;=!+A!h4kD%D!5>$$>#8!63+,FA#F;+A3!
-#BC+,3;!K>A.!h4k\%)!5>$$>#8!+!63+,!+2#%!

($ Billions)

Monthly Total Underwriting

0

50

100

150

200

250

300

J-
99

F M A M J J A S O N D J-
00

F M A M J J A S O N D J-
01

F M A M J J A S O N D J-
02

F

Equity
Debt

!



 

 37 

>F?./2&G$*)"H"./.$5!q!U#A+$!3N@>A6!@8;3,K,>A>82!+-A>G>A6!=+89!>8!735,@+,6'!B+>8$6!
;@3!A#!+!-@A5+-9!>8!C,3?3,,3;!=A#-9!#??3,>82=%!!:?A3,!>8-,3+=>82!A#!h/D%4!5>$$>#8!>8!
X+8@+,6'!83K!>==@+8-3!#?!-#BB#8!+8;!C,3?3,,3;!=A#-9!C$@BB3A3;![\%/e!A#!h/0%a!
5>$$>#8!>8!735,@+,6%!!IA>$$'!A.3!+B#@8A!#?!3N@>A6!;3+$=!@8;3,K,>AA38!=#!?+,!A.>=!63+,'!
+A!h)D%D!5>$$>#8'!>=!@C![4%\e!?,#B!h)0%k!5>$$>#8!>8!$+=A!63+,b=!-#BC+,+5$3!C3,>#;!_+$53>A'!
+8!+83B>-!@8;3,K,>A>82!38G>,#8B38A`%!

($ Billions)

Monthly Equity Underwriting

0

5

10

15

20

25

30

35

J-
99

F M A M J J A S O N D J-
00

F M A M J J A S O N D J-
01

F M A M J J A S O N D J-
02

F

IPO s
Pre fe rred s
F o llo w -o ns

!
(3K!>==@+8-3!#?!C,3?3,,3;!=A#-9!C$@823;!a0%Ye!?,#B!X+8@+,6b=!B#8A.$6!,3-#,;!h/0%Y!
5>$$>#8!A#!h[%)!5>$$>#8!>8!735,@+,6%!!:$A.#@2.!735,@+,6b=!+-A>G>A6!K+=!;#K8!=.+,C$6!
?,#B!X+8@+,6'!>A!K+=!=A>$$!,3$+A>G3$6!=A,#82!+8;!+5#G3!)00/b=!B#8A.$6!+G3,+23%!!f3+,F
A#F;+A3'!h/[%D!5>$$>#8!K+=!,+>=3;!G>+!C,3?3,,3;!=A#-9!@8;3,K,>A>82'!B#,3!A.+8!A,>C$3!
A.3!h[%)!5>$$>#8!,+>=3;!>8!A.3!=+B3!C3,>#;!+!63+,!+2#%!
!
7#$$#KF#8!-#BB#8!=A#-9!;3+$=!=$>;!A#!>A=!$#K3=A!$3G3$!>8!?>G3!B#8A.=%!!:A!h[%k!5>$$>#8'!
735,@+,6b=!A+$$6!K+=!)D%[e!53$#K!A.3!ha%k!5>$$>#8!,+>=3;!>8!X+8@+,6%!!U.3!63+,FA#F;+A3!A#A+$!
#?!h//%a!5>$$>#8!>=!/0%ke!53$#K!A.3!+B#@8A!,+>=3;!;@,>82!$+=A!63+,L=!-#BC+,+5$3!C3,>#;%!

Common Stock Follow-On Deals

0

4

8

12

16

20

24

J-
99

F M A M J J A S O N D J-
00

F M A M J J A S O N D J-
01

F M A M J J A S O N D J-
02

F
0

20

40

60

80

100

$  Vo lu m e
# De a ls

$ Volume 
($Bils.)

# of 
Deals

!



 

 38 

U.3!&1H!B+,93A!.+=!,3B+>83;!$+-9$@=A3,!=#!?+,!A.>=!63+,'!+=!&1H!;#$$+,!G#$@B3!A#A+$3;!
@8;3,!h)!5>$$>#8!>8!5#A.!X+8@+,6!+8;!735,@+,6%!!c>A.!A.3!3J-3CA>#8!#?!S,+?A!7##;=!&8-%b=!
hY%4!5>$$>#8!;3+$!>8!X@83!#?!$+=A!63+,'!A.3!&1H!B+,93A!.+=!5338!N@>3A!=>8-3!$+A3!)000%!!f3+,F
A#F;+A3'!h4%[!5>$$>#8!K+=!,+>=3;!G>+!&1H='!;#K8!\%4e!?,#B!A.3!=+B3!C3,>#;!+!63+,!+2#%!

!

IPO Activity

0

2

4

6

8

10

12

14

16

18

J-
99

F M A M J J A S O N D J-
00

F M A M J J A S O N D J-
01

F M A M J J A S O N D J-
02

F
0

10

20

30

40

50

60

70

80

90
$  Vo lu m e
#  D e a ls

$ Volume 
($Bils.)

# of 
Deals

!
!

<=";="#/)&D)I/&G$*)"H"./.$5!q!Z#B3=A>-!@8;3,K,>A>82!#?!-#,C#,+A3!;35A!=3-@,>A>3=!
C$@BB3A3;!4)%)e!A#!h/[\%[!5>$$>#8!>8!735,@+,6!?,#B!X+8@+,6b=!,#5@=A!h)/[%a!5>$$>#8%!!
U.+A!5,#@2.A!A.3!63+,FA#F;+A3!A#A+$!A#!h4a0%0!5>$$>#8'!O@=A!=.6!#?!A.3!h4a[%4!5>$$>#8!,+>=3;!
+!63+,!+2#%!

!

Monthly Corporate Debt Underwriting

0

5 0

1 0 0

1 5 0

2 0 0

2 5 0

J -
9 9

F M A M J J A S O N D J -
0 0

F M A M J J A S O N D J -
0 1

F M A M J J A S O N D J -
0 2

F

C o n v e rts
A s s e t-B a c k e d
S tra ig h t D e b t

($ Billions)

!
!

IA,+>2.A!-#,C#,+A3!;35A!#??3,>82=!A@B5$3;!44%\e!A#!hDa%Y!5>$$>#8!>8!735,@+,6!-#BC+,3;!
K>A.!h/[\%[!5>$$>#8!>8!X+8@+,6%!!U.3!63+,FA#F;+A3!A#A+$!#?!h)[)%/!5>$$>#8!>=!/)%Ye!53$#K!
A.3!h)YY%/!5>$$>#8!,+>=3;!>8!A.3!=+B3!63+,F+2#!C3,>#;%!



 

 39 

!
!
!
!
Z3=C>A3!+!)D%\e!C$@823!>8!+==3AF5+-93;!5#8;!>==@+8-3!>8!735,@+,6!A#!h[k%Y!5>$$>#8!
?,#B!haD%/!5>$$>#8!>8!X+8@+,6'!63+,FA#F;+A3!;#$$+,!C,#-33;=!+,3!@C![4%4e!-#BC+,3;!
A#!A.3!=+B3!C3,>#;!$+=A!63+,%!
!
735,@+,6!B+,93;!A.3!A.>,;!B#8A.!#@A!#?!A.3!$+=A!=>J!A.+A!8#!83K!-#8G3,A>5$3!;35A!
>==@3=!K3,3!#??3,>82!>8!A.3!C@5$>-!B+,93A!_R@$3!/[[:!;3+$='!.#K3G3,'!+,3!53>82!
C,>G+A3$6!C$+-3;`%!!f3+,FA#F;+A3'!+!B3,3!h0%)!5>$$>#8!K+=!,+>=3;!G>+!-#8G3,A>5$3!
=3-@,>A>3=!-#BC+,3;!K>A.!h\%0!5>$$>#8!>8!$+=A!63+,b=!$>93!C3,>#;%!
!
!
!
@"#8)&4=/=&
A**)*+,/+&G)(.&H4.*)2./+&,/2&K)4.(+#40&C+,+)*+)(*&
!

!



 

 

U.S. CORPORATE UNDERWRITING ACTIVITY 
(In $ Billions) 

 
 Straight Con- Asset-  High-      TOTAL 
 Corporate vertible Backed TOTAL Yield  Common Preferred TOTAL All  UNDER- 
 Debt Debt Debt DEBT Bonds Stock Stock EQUITY IPOs Follow-Ons WRITINGS 
 
1985 76.4 7.5 20.8 104.7 14.2 24.7 8.6 33.3 8.5 16.2 138.0 
1986 149.8 10.1 67.8 227.7 31.9 43.2 13.9 57.1 22.3 20.9 284.8 
1987 117.8 9.9 91.7 219.4 28.1 41.5 11.4 52.9 24.0 17.5 272.3 
1988 120.3 3.1 113.8 237.2 27.7 29.7 7.6 37.3 23.6 6.1 274.5 
1989 134.1 5.5 135.3 274.9 25.3 22.9 7.7 30.6 13.7 9.2 305.5 
1990 107.7 4.7 176.1 288.4 1.4 19.2 4.7 23.9 10.1 9.0 312.3 
1991 203.6 7.8 300.0 511.5 10.0 56.0 19.9 75.9 25.1 30.9 587.4 
1992 319.8 7.1 427.0 753.8 37.8 72.5 29.3 101.8 39.6 32.9 855.7 
1993 448.4 9.3 474.8 932.5 55.2 102.4 28.4 130.8 57.4 45.0 1,063.4 
1994 381.2 4.8 253.5 639.5 33.3 61.4 15.5 76.9 33.7 27.7 716.4 
1995 466.0 6.9 152.4 625.3 28.9 82.0 15.1 97.1 30.2 51.8 722.4 
1996 564.8 9.3 252.9 827.0 37.2 115.5 36.5 151.9 50.0 65.5 979.0 
1997 769.8 8.5 385.6 1,163.9 31.4 120.2 33.3 153.4 44.2 75.9 1,317.3 
1998 1,142.5 6.3 566.8 1,715.6 42.9 115.0 37.8 152.7 43.7 71.2 1,868.3 
1999 1,264.8 16.1 487.1 1,768.0 36.6 164.3 27.5 191.7 66.8 97.5 1,959.8 
2000 1,236.2 17.0 393.4 1,646.6 25.2 189.1 15.4 204.5 76.1 112.9 1,851.0 
2001 1,511.2 21.6 832.5 2,365.4 30.6 128.4 41.3 169.7 40.8 87.6 2,535.1 

2001 
Jan 149.6 1.7 41.7 193.0 5.9 5.4 2.7 8.1 0.5 4.9 201.1 
Feb 127.5 3.3 40.5 171.3 4.1 11.3 1.5 12.8 3.2 8.1 184.1 
Mar 135.5 2.3 83.8 221.6 1.3 10.1 1.4 11.5 5.0 5.1 233.1 
Apr 119.3 1.1 42.9 163.4 3.1 5.0 1.5 6.5 2.2 2.8 169.9 
May 164.8 4.8 67.0 236.6 3.1 14.4 3.3 17.8 2.7 11.7 254.4 
June 126.1 1.0 71.9 199.0 3.6 21.4 3.5 24.9 10.5 10.9 223.8 
July 106.8 2.6 63.9 173.3 0.2 10.6 3.3 13.9 2.5 8.1 187.2 
Aug 121.2 0.2 63.0 184.4 2.7 7.6 4.7 12.3 0.6 6.9 196.7 
Sept 121.8 0.0 104.6 226.5 0.2 2.9 3.4 6.3 0.0 2.9 232.8 
Oct 142.8 2.7 70.8 216.4 1.9 13.7 6.7 20.4 4.8 9.0 236.8 
Nov 129.3 1.9 102.9 234.2 3.1 12.4 5.2 17.6 2.9 9.5 251.8 
Dec 66.4 0.0 79.4 145.8 1.4 13.6 4.1 17.7 6.0 7.6 163.4 

2002 
Jan 145.4 0.2 69.1 214.6 4.8 8.6 10.7 19.3 1.8 6.8 233.9 
Feb 96.7 0.0 48.7 145.4 1.2 6.4 4.2 10.6 1.7 4.8 156.0 
Mar            
Apr            
May            
June            
July            
Aug            
Sept            
Oct            
Nov            
Dec            
            
YTD '01 277.1 5.0 82.2 364.3 10.0 16.7 4.2 20.8 3.6 13.0 385.2 
YTD '02 242.1 0.2 117.8 360.0 6.0 15.1 14.9 29.9 3.4 11.6 389.9 
% Change -12.7% -96.5% 43.3% -1.2% -40.0% -9.6% 254.8% 43.5% -5.3% -10.8% 1.2% 
 
Note:  High-yield bonds is a subset of straight corporate debt. IPOs and follow-ons are subsets of common stock. 
Source:  Thomson Financial Securities Data 



 

 

 MUNICIPAL BOND UNDERWRITINGS INTEREST RATES 
 (In $ Billions) (Averages) 
 
 Compet. Nego. TOTAL    TOTAL 
 Rev. Rev. REVENUE Compet. Nego. TOTAL MUNICIPAL  3-Mo. 10-Year  
 Bonds Bonds BONDS G.O.s G.O.s G.O.s BONDS  T Bills Treasuries SPREAD 
 
1985 10.2 150.8 161.0 17.6 22.8 40.4 201.4  7.47 10.62 3.15 
1986 10.0 92.6 102.6 23.1 22.6 45.7 148.3  5.97 7.68 1.71 
1987 7.1 64.4 71.5 16.3 14.2 30.5 102.0  5.78 8.39 2.61 
1988 7.6 78.1 85.7 19.2 12.7 31.9 117.6  6.67 8.85 2.18 
1989 9.2 75.8 85.0 20.7 17.2 37.9 122.9  8.11 8.49 0.38 
1990 7.6 78.4 86.0 22.7 17.5 40.2 126.2  7.50 8.55 1.05 
1991 11.0 102.1 113.1 29.8 28.1 57.9 171.0  5.38 7.86 2.48 
1992 12.5 139.0 151.6 32.5 49.0 81.5 233.1  3.43 7.01 3.58 
1993 20.0 175.6 195.6 35.6 56.7 92.4 287.9  3.00 5.87 2.87 
1994 15.0 89.2 104.2 34.5 23.2 57.7 161.9  4.25 7.09 2.84 
1995 13.5 81.7 95.2 27.6 32.2 59.8 155.0  5.49 6.57 1.08 
1996 15.6 100.1 115.7 31.3 33.2 64.5 180.2  5.01 6.44 1.43 
1997 12.3 130.2 142.6 35.5 36.5 72.0 214.6  5.06 6.35 1.29 
1998 21.4 165.6 187.0 43.7 49.0 92.8 279.8  4.78 5.26 0.48 
1999 14.3 134.9 149.2 38.5 31.3 69.8 219.0  4.64 5.65 1.01 
2000 13.6 116.2 129.7 35.0 29.3 64.3 194.0  5.82 6.03 0.21  
2001 17.6 164.2 181.8 45.5 56.3 101.8 283.5  3.39 5.02 1.63 
 
2001 
Jan 1.2 4.9 6.1 4.4 1.9 6.3 12.4  5.15 5.16 0.01 
Feb 0.9 10.3 11.2 4.7 5.1 9.8 21.0  4.88 5.10 0.22 
Mar 1.2 16.2 17.4 2.7 5.1 7.8 25.1  4.42 4.89 0.47 
Apr 1.0 10.5 11.5 3.6 3.5 7.1 18.6  3.87 5.14 1.27 
May 1.2 18.5 19.7 4.4 4.5 8.9 28.6  3.62 5.39 1.77 
June 1.8 18.1 19.9 5.1 4.8 9.9 29.9  3.49 5.28 1.79 
July 1.5 13.1 14.7 3.8 2.3 6.1 20.8  3.51 5.24 1.73  
Aug 1.6 12.6 14.2 3.9 5.8 9.7 23.9  3.36 4.97 1.61  
Sept 0.9 9.1 10.0 2.2 2.0 4.2 14.1  2.64 4.73 2.09  
Oct 3.1 15.1 18.2 4.8 9.0 13.8 32.0  2.16 4.57 2.41  
Nov 2.0 18.2 20.2 3.4 5.8 9.2 29.4  1.87 4.65 2.78  
Dec 1.1 17.6 18.8 2.5 6.5 9.0 27.8  1.69 5.09 3.40  

2002 
Jan 1.1 11.6 12.7 4.3 3.7 8.0 20.7  1.65 5.04 3.39 
Feb 1.4 8.4 9.8 4.6 3.3 7.8 17.6  1.73 4.91 3.18 
Mar            
Apr            
May            
June            
July            
Aug            
Sept            
Oct            
Nov            
Dec            
            
YTD '01 2.1 15.2 17.3 9.1 7.0 16.1 33.4  5.02 5.13 0.11 
YTD '02 2.4 20.0 22.5 8.9 6.9 15.8 38.3  1.69 4.98 3.29 
% Change 16.9% 31.9% 30.1% -2.1% -1.4% -1.8% 14.7%  -66.3% -3.0% 2756.5% 
 
Sources:  Thomson Financial Securities Data; Federal Reserve 



 

 

 STOCK MARKET PERFORMANCE INDICES STOCK MARKET VOLUME VALUE TRADED 
 (End of Period) (Daily Avg., Mils. of Shs.) (Daily Avg., $ Bils.) 
 
 Dow Jones 
 Industrial  S&P NYSE Nasdaq 
 Average  500 Composite Composite  NYSE AMEX Nasdaq  NYSE Nasdaq 
 
1985 1,546.67 211.28 121.58 324.93  109.2  8.3  82.1   3.9 0.9 
1986 1,895.95 242.17 138.58 348.83  141.0  11.8  113.6   5.4 1.5 
1987 1,938.83 247.08 138.23 330.47  188.9  13.9  149.8   7.4 2.0 
1988 2,168.57 277.72 156.26 381.38  161.5  9.9  122.8   5.4 1.4 
1989 2,753.20 353.40 195.04 454.82  165.5  12.4  133.1   6.1 1.7 
1990 2,633.66 330.22 180.49 373.84  156.8  13.2  131.9   5.2 1.8 
1991 3,168.83 417.09 229.44 586.34  178.9  13.3  163.3   6.0 2.7 
1992 3,301.11 435.71 240.21 676.95  202.3  14.2  190.8   6.9 3.5 
1993 3,754.09 466.45 259.08 776.80  264.5  18.1  263.0   9.0 5.3 
1994 3,834.44 459.27 250.94 751.96  291.4  17.9  295.1   9.7 5.8 
1995 5,117.12 615.93 329.51 1,052.13  346.1  20.1  401.4   12.2 9.5 
1996 6,448.27 740.74 392.30 1,291.03  412.0  22.1  543.7   16.0 13.0 
1997 7,908.25 970.43 511.19 1,570.35  526.9  24.4  647.8   22.8 17.7 
1998 9,181.43 1,229.23 595.81 2,192.69  673.6  28.9  801.7   29.0 22.9 
1999 11,497.12 1,469.25 650.30 4,069.31  808.9  32.7  1,081.8   35.5 43.7 
2000 10,786.85 1,320.28 656.87 2,470.52  1,041.6  52.9  1,757.0   43.9 80.9 
2001 10,021.50 1,148.08 589.80 1,950.40  1,240.0  65.8  1,900.1   42.3 44.1 
 
2001 
Jan 10,887.36 1,366.01 663.64 2,772.73  1,325.9  72.5  2,387.3   52.0  75.6  
Feb 10,495.28 1,239.94 626.94 2,151.83  1,138.5  70.9  1,947.6   43.8  59.7  
Mar 9,878.78 1,160.33 595.66 1,840.26  1,271.4  82.5  2,071.4   45.9  49.2  
Apr 10,734.97 1,249.46 634.83 2,116.24  1,276.5  78.4  2,162.8   45.1  49.6  
May 10,911.94 1,255.82 641.67 2,110.49  1,116.7  66.7  1,909.1   41.4  46.4  
June 10,502.40 1,224.42 621.76 2,160.54  1,175.0  63.8  1,793.9   41.6  40.6  
July 10,522.81 1,211.23 616.94 2,027.13  1,137.1  56.0  1,580.7   39.0  36.0  
Aug 9,949.75 1,133.58 587.84 1,805.43  1,025.7  49.1  1,426.4   34.0  28.4  
Sept 8,847.56 1,040.94 543.84 1,498.80  1,694.4  72.8  2,033.0   51.2  33.9  
Oct 9,075.14 1,059.78 546.34 1,690.20  1,314.3  67.8  1,926.0   40.1  36.1  
Nov 9,851.56 1,139.45 579.27 1,930.58  1,270.1  57.8  1,840.3   38.1  37.8  
Dec 10,021.50 1,148.08 589.80 1,950.40  1,275.3  54.1  1,807.0   38.8  36.2 

2002 
Jan 9,920.00 1,130.20 578.50 1,934.03  1,425.9  56.1  1,888.7   44.5  40.8  
Feb 10,106.13 1,106.73 578.60 1,731.49  1,381.8  55.8  1,789.5   42.1  35.5  
Mar            
Apr            
May            
June            
July            
Aug            
Sept            
Oct            
Nov            
Dec            
            
YTD '01 10,495.28 1,239.94 626.94 2,151.83  1,236.9  71.8  2,178.4   48.2  68.1  
YTD '02 10,106.13 1,106.73 578.60 1,731.49  1,405.0  56.0  1,841.6   43.3  38.3  
% Change -3.7% -10.7% -7.7% -19.5%  13.6% -22.0% -15.5%  -10.0% -43.7% 
 



 

 

 MUTUAL FUND ASSETS MUTUAL FUND NET NEW CASH FLOW* 
 ($ Billions) ($ Billions) 
 
            Total 
            Long- 
    Money TOTAL     Money  Term 
 Equity Hybrid Bond Market ASSETS  Equity Hybrid Bond Market TOTAL Funds 
 
1985 116.9 12.0 122.6 243.8 495.4  8.5 1.9 63.2 -5.4 68.2 73.6 
1986 161.4 18.8 243.3 292.2 715.7  21.7 5.6 102.6 33.9 163.8 129.9 
1987 180.5 24.2 248.4 316.1 769.2  19.0 4.0 6.8 10.2 40.0 29.8 
1988 194.7 21.1 255.7 338.0 809.4  -16.1 -2.5 -4.5 0.1 -23.0 -23.1 
1989 248.8 31.8 271.9 428.1 980.7  5.8 4.2 -1.2 64.1 72.8 8.8 
1990 239.5 36.1 291.3 498.3 1,065.2  12.8 2.2 6.2 23.2 44.4 21.2 
1991 404.7 52.2 393.8 542.5 1,393.2  39.4 8.0 58.9 5.5 111.8 106.3 
1992 514.1 78.0 504.2 546.2 1,642.5  78.9 21.8 71.0 -16.3 155.4 171.7 
1993 740.7 144.5 619.5 565.3 2,070.0  129.4 39.4 73.3 -14.1 228.0 242.1 
1994 852.8 164.5 527.1 611.0 2,155.4  118.9 20.9 -64.6 8.8 84.1 75.2 
1995 1,249.1 210.5 598.9 753.0 2,811.5  127.6 5.3 -10.5 89.4 211.8 122.4 
1996 1,726.1 252.9 645.4 901.8 3,526.3  216.9 12.3 2.8 89.4 321.3 232.0 
1997 2,368.0 317.1 724.2 1,058.9 4,468.2  227.1 16.5 28.4 102.1 374.1 272.0 
1998 2,978.2 364.7 830.6 1,351.7 5,525.2  157.0 10.2 74.6 235.3 477.1 241.8 
1999 4,041.9 383.2 808.1 1,613.1 6,846.3  187.7 -12.4 -5.5 193.6 363.4 169.8 
2000 3,962.0 346.3 811.1 1,845.2 6,964.7  309.4 -30.7 -49.8 159.6 388.6 228.9 
2001R 3,418.2 346.3 925.1 2,285.3 6,975.0  32.2 9.5 87.8 375.3 504.8 129.6 
 
2001 
Jan 4,093.5 354.9 833.3 1,954.8 7,236.5  24.9 2.5 9.0 103.5 139.8 36.4 
Feb 3,688.9 344.9 844.5 2,018.7 6,897.0  -3.3 1.3 8.9 58.2 65.1 6.8 
Mar 3,402.9 333.7 852.1 2,035.5 6,624.2  -20.7 -0.4 7.7 13.7 0.4 -13.3 
Apr 3,715.7 348.0 846.0 2,031.5 6,941.2  19.1 1.3 1.4 -10.3 11.6 21.8 
May 3,744.6 352.6 858.4 2,070.9 7,026.5  18.4 0.9 6.3 34.3 59.8 25.6 
June 3,677.2 349.9 860.8 2,052.5 6,940.4  10.9 1.2 2.3 -24.2 -9.8 14.3 
July 3,589.3 351.7 882.3 2,069.8 6,893.1  -1.3 1.3 9.3 12.2 21.5 9.3 
Aug 3,382.7 342.6 908.3 2,104.3 6,737.9  -5.0 -0.7 16.7 26.1 37.2 11.0 
Sept 3,018.9 324.1 909.6 2,161.7 6,414.3  -30.0 -1.3 7.7 52.9 29.3 -23.6 
Oct 3,111.2 330.3 935.2 2,239.7 6,616.4  0.9 1.6 13.6 74.2 90.2 16.0 
Nov 3,348.6 343.0 934.1 2,306.5 6,932.2  15.3 1.0 6.9 60.3 83.5 23.2 
Dec 3,418.2 346.3 925.1 2,285.3 6,975.0  2.9 1.0 -1.9 -25.4 -23.3 2.1 

2002 
Jan 3,372.3 346.6 947.2 2,301.9 6,968.0  19.6 2.2 10.6 14.0 46.4 32.4 
Feb             
Mar             
Apr             
May             
June             
July             
Aug             
Sept             
Oct             
Nov             
Dec             
             
YTD '01 4,093.5 354.9 833.3 1,954.8 7,236.5  24.9 2.5 9.0 103.5 139.8 36.4 
YTD '02 3,372.3 346.6 947.2 2,301.9 6,968.0  19.6 2.2 10.6 14.0 46.4 32.4 
% Change -17.6% -2.3% 13.7% 17.8% -3.7%  -21.3% -10.7% 18.2% -86.5% -66.8% -10.8% 
 
New sales (excluding reinvested dividends) minus redemptions, combined with net exchanges 
Source: Investment Company Institute 
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