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The Way We Live Now1 
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S&P 500 Index
(May-July 2002)
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CBOE Volatility Index
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4275!6>,$!(%#+!3#+-%40!!L%,%+#6!8,;%+4#7,4)!5%,4!3#+-%4!=8,.745!5%#+;27,$!A>+!2754>+7;#6!
=#+#66%65'!7,57$245!A+>3!4%;2,7;#6!#,#6)575!#,.!%?%,!4>!#==6)!6>,$!,%$6%;4%.!A8,.#3%,4#6!
#,#6)5750b!!M5!4275!(%#+!3#+-%4!.%%=%,5!#,.!%@4%,.5'!42%!,83(%+!>A!85%A86!2754>+7;#6!%@#3=6%5!
52+7,-50!!N>3%!#,#6)545!2#?%!.+#B,!;>,?7,;7,$!=#+#66%65!4>!42%!+%;%557>,!42#4!%@4%,.%.!A+>3!
S>?%3(%+!Kd_&!4>!:#+;2!Kd_`!#,.!42%!,%#+6)!.%;#.%!6>,$!3#+-%4!5683=!42#4!A>66>B%.0!!N4766!
>42%+5!h427,-!B%!#+%!48+,7,$!<#=#,%5%'i!,>47,$!42%!57376#+747%5!7,!42%!3>?%3%,45!>A!<#=#,%5%!
%G874)!3#+-%45!6#$$%.!4%,!)%#+5!B742!42%7+!;>8,4%+=#+45!7,!42%!ON!;8++%,46)0!!W)!>42%+!3%#58+%5!
42%!5%?%+74)!>A!4>.#)]5!3#+-%4!h52>;-i!75!%@;%%.%.!>,6)!()!42%!=%+7>.!A>66>B7,$!U;4>(%+!KdCd0!!!
!
M,!>6.!5#)7,$!=>7,45!>84!42#4!#,#6)545!;#,!#,.!.>!85%!54#47547;5!42%!B#)!#!.+8,-!85%5!#!
6#3==>54P!%742%+!A>+!58==>+4!>+!766837,#47>,0!!N>!74!75!B742!42>5%!5%#+;27,$!A>+!2754>+7;#6!=#+#66%65!
4>!67$24!42%!B#)!A>+B#+.0!!*%B!2754>+7;#6!=%+7>.5!#+%!#,#6>$>85!4>!42%!;8++%,4!3#+-%4!5748#47>,!
#,.!A%B%+!54766!3#)!(%!+%6%?#,4!$7?%,!42%!;>3=6%@747%5!#,.!42%!+#=7.!=#;%!>A!;2#,$%!B%!,>B!
A#;%0!12%!8,7G8%!A#;4>+5!.+7?7,$!4275!+%?%+5#6!>A!#!5=%;86#47?%!3#,7#!#+%!3>54!67-%6)!4>!$%,%+#4%!#!
8,7G8%!#.E8543%,4!=#420!!!j>B%?%+'!7A!#!54766!>6.%+!3#@73!Y12>5%!B2>!#+%!7$,>+#,4!>A!2754>+)!
#+%!.>>3%.!4>!+%=%#4!74Z!75!#==67;#(6%'!74!75!B>+42B276%!6>>-7,$!(#;-!#4!=+%?7>85!3#E>+!3#+-%4!
;>++%;47>,5'!=#+47;86#+6)!42>5%!#55>;7#4%.!B742!42%!.%A6#47>,!>+!(8+547,$!>A!#!5=%;86#47?%!
h(8((6%0i!
!
!
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Japanese vs. US Market Trends
(10 Years Apart)
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What’s In A Name 
!
^2#4!42%,!75!42%!#?%+#$%!7,?%54>+!4>!.>g!12%!#,5B%+!75!h)>8+!2>3%B>+-'i!+%3#7,!;#63!#,.!
3#7,4#7,!#!6>,$94%+3!7,?%543%,4!2>+7/>,0!!M5!42%!3#,7#!58(57.%5!#,.!=>=86#+!.%6857>,5!#+%!
52%.'!B%!2#?%!;>3%!4>!+%#67/%!42#4!58;;%55A86!7,?%547,$!75!,>4!#!5=>+4'!(84!#!+#42%+!5%+7>85!
8,.%+4#-7,$0!!j>B%?%+'!4+)7,$!4>!4%66!B2%42%+!#!52#+%'!>+!42%!B2>6%!3#+-%4!75!>?%+?#68%.!>+!
8,.%+?#68%.!2#5!+#+%6)!(%%,!3>+%!;2#66%,$7,$'!#5!G8%547>,5!#+%!+#75%.!#(>84!42%!?#68#47>,!
3%42>.5'!42%!,83(%+5!42#4!#+%!%3=6>)%.!()!42%5%!3%42>.5!#,.!42%!;>,.8;4!>A!42>5%!B2>!
=+%=#+%!(>42!42%!,83(%+5!#,.!42%!#55%553%,450!!1#-%!A>+!%@#3=6%'!42#4!4#44%+%.!54#,.#+.!>A!
>+42>.>@!?#68#47>,'!42%!=+7;%94>9%#+,7,$5!+#47>!>+!"oF'!B27;2!75!%,E>)7,$!#!+%?7?#6!>A!5>+45!
#642>8$2!>42%+5!+%3#7,!.7537557?%!>A!745!847674)0`!!!12%!"oF!+#47>!75!3>54!;>33>,6)!;#6;86#4%.!
857,$!42%!6#54!KC!3>,425!>A!%#+,7,$5!>+!h4+#767,$i!%#+,7,$50!!j>B%?%+'!#63>54!%G8#66)!;>33>,!
75!857,$!#!=+>E%;47>,!>A!%#+,7,$5!A>+!42%!)%#+!#2%#.'!>+!hA>+B#+.i!%#+,7,$5!>,!42%!#+$83%,4!42#4!
#!52#+%]5!=+7;%!52>86.!+%=+%5%,4!42%!%@=%;4%.!?#68%!>A!=+>A745!)%4!4>!(%!%#+,%.0!!!!!!
!

 
!
!
^276%!42%+%!#+%!#!,83(%+!>A!?#67.!B#)5!42#4!>,%!;#,!3#-%!+%6#47?%!;>3=#+75>,5!>A!;>+=>+#4%!
%#+,7,$5'!58;2!#5!%(74.#!Y%#+,7,$5!(%A>+%!7,4%+%54'!4#@%5'!.%=+%;7#47>,!#,.!#3>+47/#47>,'!
5>3%473%5!;#66%.!h%#+,7,$5!(%A>+%!(#.!548AAiZ!>+!;#52!A6>B!YB27;2!58AA%+5!A+>3!42%!5#3%!
=+>(6%35!42#4!42%!hFi!7,!"oF!.>%5Z'!4B>!;>33>,!"oF!3%#58+%5!#+%!.75=6#)%.!(%6>BP!857,$!
h4+#767,$!%#+,7,$5i!#,.!hA>+B#+.!%#+,7,$50i!
!
!
!
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S&P 500 P/E Ratio
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O57,$!4+#767,$!%#+,7,$5!4>!$87.%!)>8+!7,?%547,$!54+#4%$)!75!#-7,!4>!.+7?7,$!B276%!6>>-7,$!7,!42%!
+%#+!?7%B!37++>+0!!!M!A>+B#+.!6>>-!75!3>+%!#==67;#(6%!7,!.75;%+,7,$!,%#+94%+3!=>557(76747%5'!(84!
4275!3%#58+%!58AA%+5!A+>3!(>42!A>+%;#547,$!%++>+!#,.!#,!h>=4737547;!(7#5i!7,2%+%,4!7,!#,#6)54]5!
;>,5%,585!A>+%;#54!>A!%#+,7,$50!!W>42!58AA%+!A+>3!>,$>7,$!=+>(6%35!7,!;>+=>+#4%!+%=>+47,$!#,.!
#;;>8,47,$0!!HA!h4+#767,$!%#+,7,$5i!#+%!85%.'!B%!;>,47,8%!4>!;>,A+>,4!#!(#.6)!>?%+?#68%.!3#+-%4!
B742!#!"oF!+#47>!,%#+!bI0!!HA!A>+B#+.!"oF!+#47>5'!B27;2!#+%!7,!42%!37.9CI]5'!#+%!%3=6>)%.!#!
57$,7A7;#,46)!6%55!h>?%+?#68%.i!#,.!3>+%!>=4737547;!=7;48+%!%3%+$%50!!U?%+!42%!6#54!;%,48+)!>+!
5>'!42%!3#+-%4!"oF!2#5!B7.%6)!A68;48#4%.!#+>8,.!#!3%#,!>A!K`0c0!!hW%A>+%!42%!KddI]5'!42%!27$2%54!
74!Y42%!"oF!+#47>'!%3=6>)7,$!#!h53>>42%.i!4+#767,$!4%,9)%#+!3>?7,$!#?%+#$%!A>+!%#+,7,$5Z!2#.!
%?%+!;673(%.!4>!B#5!Cc'!E854!(%A>+%!42%!;+#52!>A!KdCd0!!M4!42%!=%#-!7,!CIII!74!B#5!b`0i\!!O57,$!#!
573=6%+'!6%55!h53>>42i!?%+57>,!>A!"oF!#,.!;>,5%+?#47?%!%@=%;4#47>,5!A>+!A848+%!%#+,7,$5!42#4!#+%!
3>+%!7,!67,%!B742!42%!=7;48+%!>A!#!B%#-%+!%;>,>3)!42#4!2#5!%3%+$%.!7,!42%!=#54!A%B!.#)5'!
=+>.8;%5!#!+#47>!>,6)!567$246)!6%55!7,A6#4%.!42#,!42%!KdCd!=%#-0!!!^276%!7,4%+%547,$'!4275!3#)!,>4!
(%!#!?#68#(6%!7,57$24!7,4>!,%#+94%+3!3#+-%4!.7+%;47>,0!!M5!#!5%#5>,%.!^#66!N4+%%4!?%4%+#,!>,;%!
=84!74!hH4]5!#66!#(>84!42%!A6>B0i!
!
!

What About The Technicals? 
!
O,A>+48,#4%6)!#!;6>8.)!=7;48+%!%3%+$%5!2%+%!#5!B%660!!N>3%!Y(84!,>4!#66Z!4%;2,7;#6!7,.7;#4>+5!
57$,#6%.!h(8)i!#4!%,.9<86)!#,.!42%!3#+-%4!7,.%@%5!A>+3%.!42%!5%;>,.!6%$!>A!#!h^i!>?%+!42%!
=#54!)%#+!>+!B2#4!#==%#+%.!4>!(%!#!h;6#557;!.>8(6%9(>44>3i0!!1275!75!42%!A8,.#3%,4#6!(>44>3!
42#4!>A4%,!;2#+#;4%+7/%5!42%!%,.!>A!#!(%#+!3#+-%40!!!O,+%=%,4#,4!>=4737545!B%+%!G87;-!4>!5%%!
18%5.#)]5!=68,$%!#5!42%!6>,$92>=%.!A>+!h;#=7486#47>,!5%669>AAi!42#4!B>86.!5%4!#!A6>>+!A>+!42%!
54>;-!3#+-%4]5!4+#.7,$!+#,$%0!!V%#,73#4%.!.#)94+#.%+5!B2>!#;4%.!>,!4275!?7%B!=+>A74%.!
2#,.5>3%6)!7,!42%!=#54!B%%-'!(84!4275!75!,>4!#!5854#7,#(6%!,>+!+%;>33%,.%.!54+#4%$)0!!H,!#!+%#6!
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5%,5%'!4%;2,7;#65!=+>?7.%.!#!5%6A9A86A7667,$!=+>=2%;)0!!12%5%!h(8)i!57$,#65!4+7$$%+%.!
=+>$+#33%.!4+#.7,$!#;47?74)!42#4!2%6=%.!=+>=%6!42%!3#+-%4!>AA!745!6>B50!!T#)94+#.%+5'!4+#.%+5!
3#,#$7,$!=+>=+7%4#+)!(>>-5!>A!A7,#,;7#6!A7+35!#,.!5>3%!2%.$%!A8,.5!#..%.!4>!42%!3>3%,483'!
(8)7,$!7,!#,47;7=#47>,!>A!42%!#;47?#47>,!>A!7,;+%#5%.!=+>$+#33%.!4+#.7,$!#,.!42%!,%%.!A>+!5>3%!
7,5474847>,#6!7,?%54>+5!4>!h+%(#6#,;%i!()!3>,425!%,.0!!!
!
j>B%?%+'!42%!58;;%55!>A!4275!4)=%!>A!4+#.7,$!54+#4%$)!;>86.!=+>?%!?%+)!52>+4967?%.'!E854!#5!
E8.$3%,45!42#4!42%!(%#+!3#+-%4!2#5!%,.%.!;>86.!=+>?%!=+%3#48+%0!!M5!54>;-!=+7;%5!2#?%!
A#66%,'!5>!2#?%!#;48#6!#,.!=+>5=%;47?%!;>+=>+#4%!%#+,7,$5'!6%#?7,$!A8,.#3%,4#6!?#68#47>,!
4%;2,7G8%5!58;2!#5!=+7;%o%#+,7,$5!+#47>5!,%#+!2754>+7;!27$250!!12%!,#5;%,4!+%(>8,.'!B27;2!
A#76%.!4>!=%+5754!7,!(%6%#$8%+%.!4%;2!#,.!4%6%;>3!54>;-5!#4!B%%-]5!%,.'!#==%#+5!4>!+%A6%;4!3>+%!
#,!%@2#8547>,!>A!5%667,$!7,4%+%54!+#42%+!42#,!#!A8,.#3%,4#6!+%?7?#6!>A!.%3#,.!A>+!%G8747%50!!
!
:7@%.!%;>,>37;!57$,#65!#,.!A%#+5!>A!A8+42%+!,%$#47?%!58+=+75%5!Y%@4%+,#6!h52>;-5'i!3>+%!
+%?%6#47>,5!>A!;>+=>+#4%!375(%2#?7>+!#,.!#!;>,47,8#47>,!>A!42%!B#?%!>A!%#+,7,$5!+%54#4%3%,45!
B2%,!;>+=>+#4%!%@%;847?%5!#+%!A>+;%.!4>!;%+47A)!42%7+!;>3=#,7%5!+%58645!>,!M8$854!Kb42Z!2%6.!#66!
(84!42%!(>6.%54!7,?%54>+5!7,!;2%;-0!!J#847>,!75!#==+>=+7#4%0!!12%!%;>,>3)!+%3#7,5!?86,%+#(6%!4>!
#!,%B!.>B,48+,!7A!>76!=+7;%5!+75%'!;>,583%+5!;84!5=%,.7,$'!2>857,$!=+7;%5!B%#-%,!58(54#,47#66)'!
42%!,%@4!4%++>+754!#44#;-!75!,>4!42B#+4%.!>+!7669#.?75%.!A>+%7$,!=>67;)!#;47>,5!#+%!4#-%,'!E854!4>!
,#3%!#!A%B!=>557(6%!52>;-5!7,!42%!3>,425!#2%#.0!!U,6)!7A!#66!42%5%!,#54)!=74A#665!#+%!#?>7.%.!75!
42%!%;>,>3)!67-%6)!4>!73=+>?%!$+#.8#66)!7,4>!CII&0!!HA!4275!4+#,5=7+%5'!;>+=>+#4%!%#+,7,$5!#+%!
67-%6)!4>!+%;>?%+!3>+%!+#=7.6)!42#,!42%!>?%+#66!%;>,>3)'!B27;2!B>86.!7,!48+,!(8>)!7,?%54>+!
;>,A7.%,;%!#,.!3#+-%4!?#68#47>,50!!
!
!

S&P 500 Quarterly Earnings Growth
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O,476!42%5%!42+%#45!4>!42%!,%#+94%+3!>846>>-!#+%!%742%+!3747$#4%.!>+!+%#67/%.'!74!B>86.!(%!B75%!4>!
=+#;47;%!;#847>,!#,.!=+8.%,;%!7,!)>8+!#==+>#;2!4>!7,?%547,$0!!1737,$!#!3#+-%4!#,.!7.%,47A)7,$!
3#E>+!7,A6%;47>,!=>7,45!>+!48+,7,$!=>7,45!7,!3#+-%4!7,.%@%5!75!.7AA7;864!7A!,>4!73=>557(6%'!A>+!
3>54'!7A!,>4!#66!>A!850!!M55837,$!)>8!#+%!,>4!>,%!>A!42>5%!68;-)!A%B!B2>!;#,!;6%#+6)!5%%!7,4>!4275!
?#6%'!B%!+%;>33%,.!)>8!?7574!>8+!7,?%54>+!%.8;#47>,!B%(574%!#,.!>AA%+!#!G87;-!G8>4%!>,!42%!
?#68%!>A!#;47,$!B742!.%67(%+#47>,!#,.!.75;+%47>,!A+>3!42%!A#42%+!>A!>8+!;>8,4+)P!hH4!B>86.!(%!42%!
=>7,4!>A!=+8.%,;%!4>!.%A%+!A>+37,$!>,%]5!86473#4%!7++%?>;#(6%!.%;757>,!5>!6>,$!#5!,%B!.#4#!
37$24!(%!>AA%+%.0i!p!L%>+$%!^#527,$4>,0!!!
!
!
!
!
!
!
!"#$%&'(&!)"$#$*)+&
8)$4-"&F4<)&>")74*)$5G&614)A&@<-$-H475&
#$*&I4")<5-"G&/)7)#"<1&
!

!

!

!

                                                 
1 In 1875, Anthony Trollope published The Way We Live Now, which chronicled the rise and fall of the fictional 
railway speculator Augustus Melmotte.  The story was set in the historical period surrounding the Panic of 1873, 
one of the early speculative boom-and-bust cycles that modern financial markets have endured.  The striking 
similarities between Trollope’s fictional tale, as well as the actual inflation and deflation of that speculative bubble a 
century and a quarter ago, and the present day was most recently noted by Amity Shales, “The Good Things About 
The Way We Lived Then,” Financial Times, July 16, 2002, p.11. 
2 Using the S&P 500 Index as a gauge. 
3 “The Bear Days of July,” The Economist, July 27th, 2002, p.13. 
4 “Economic Focus: How far is down? When valuing shares, orthodoxy is back in favor-with worrying conclusions,” 
The Economist, July 27th, 2002, p.65. 
5 Altman, Daniel,  “Is the P/E Ratio Becoming Irrelevant?” The New York Times, July 21, 2002, p. 8 BU. 
6 Op.cit. 4. 
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SECURITIES INDUSTRY PROFIT REBOUND DELAYED UNTIL 20031 
!
j>=%!75!A#549A#.7,$!42#4!5%;8+747%5!7,.854+)!=+>A74#(7674)!B766!+%(>8,.!7,!42%!5%;>,.!2#6A!>A!CIIC0!!
N%;>,.!G8#+4%+!A7,#,;7#65!A>+!(+>-%+#$%!A7+35!+%=>+47,$!>,!#!;#6%,.#+!G8#+4%+!(#575!B%+%!
+%6%#5%.!7,!6#4%!<86)!#,.!42%7+!+%58645!2%6=%.!;>,A7+3!42%!.737,752%.!=+>5=%;45!A>+!#!G87;-!
+%;>?%+)0!!!12%5%!+%58645!#6>,$!B742!42%!6#4%54!4+%,.5!#,.!.#4#'!7,.7;#4%!42#4!42%!7,.854+)]5!
+%;>?%+)!B766!(%!.%6#)%.!8,476!#4!6%#54!%#+6)!CII&0!!!T%4%+7>+#47,$!%G874)!3#+-%45'!27(%+,#47,$!
+%4#76!7,?%54>+5!#,.!7.6%.!7,?%543%,4!(#,-%+5!#+%!,>4!67-%6)!4>!(%!+%?7?%.!5>>,!$7?%,!56>B7,$!
%;>,>37;!$+>B42!=+>5=%;45!#,.!+757,$!8,;%+4#7,4)!;6>8.7,$!42%!7,?%543%,4!2>+7/>,0!
!
H,!6#54!3>,42]5!7558%!>A!/)7)#"<1&/)9-"57'!B%!B#+,%.!42#4!42%+%!B>86.!(%!h?%+)!56>B!$+>B42!5%%,!
A>+!42%!+%3#7,.%+!>A!CIICi!A>+!42%!5%;8+747%5!7,.854+)0!!^%!4285!6>B%+%.!>8+!A>+%;#54!A>+!
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Securities Industry Domestic Annual Pre-Tax Profits
(NYSE Member Broker-Dealers)
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Securities Industry Domestic Quarterly Revenue
(NYSE Member Broker-Dealers)
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MARKET STRUCTURE    UPDATE 
(
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;8++%,4!(857,%55!%,?7+>,3%,40!!
!
12%!N1"!=+>$+#3!B766!=+>?7.%!A>+!42%!#84>3#4%.!;6%#+#,;%!#,.!5%446%3%,4!>A!%G8747%5'!
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7,$+%.7%,45!>A!(>42!;8++%,4!#,.!7.%#6!4+#.%!;);6%50!
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SEC, SROs, and Market Center Changes 
(
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;>,A7+3#47>,!>A!42%!,%B!;>337557>,%+5!#,.!42%!7,;+%#5%!7,!A8,.7,$!B%+%!,%;%55#+)!54%=5!
4>!%,58+%!42#4!42%!J>337557>,!;#,!%AA%;47?%6)!4#;-6%!745!6#+$%!+%$86#4>+)!#,.!%,A>+;%3%,4!
B>+-6>#.0!!!!!
!!
M65>!4>B#+.!42%!%,.!>A!<86)'!42%!NFJ!#,.!J*1J!#$+%%.!>,!925#.2\"6(1-3+/'"$('#$O25(
$-."3(9/$(325O."(3+/1*(9-+-$"3I(#(A$"$"U-232+"(+/(+E"(1/''"51"'"5+(/9(+$#625O(+E/3"(
A$/6-1+30C!12%!NFJ!#,.!J*1J!#+%!%,$#$%.!7,!E>7,4!+%$86#47>,!(%;#85%!42%!CIII!
J>33>.74)!*848+%5!:>.%+,7/#47>,!M;4!+86%.!42#4!42%5%!=+>.8;45!(%!4+%#4%.!(>42!#5!
5%;8+747%5!#,.!#5!A848+%50!12%!+86%5!.%57$,#4%!#!37,7383!6%?%6!>A!3#+$7,!42#4!;854>3%+5!
3854!2#?%!7,!=6#;%!B276%!%,$#$7,$!7,!42%!4+#.7,$!>A!5%;8+74)!A848+%50!12%!6%?%6!75!5%4!#4!
CI[!#,.!75!(#5%.!>,!=>+4A>67>!3#+$7,7,$0!12%!+86%5!B766!>AA7;7#66)!$>!7,4>!%AA%;4!&I!.#)5!
#A4%+!42%!+86%5!#+%!=8(6752%.!7,!42%!*%.%+#6!V%$754%+0!1275!3%#,5!42#4!42%!4+#.7,$!>A!42%5%!
=+>.8;45!;>86.!(%$7,!#5!%#+6)!#5!4275!N%=4%3(%+'!58(E%;4!4>!NVU5!75587,$!#..747>,#6!
$87.#,;%!4>!A7+35!B2>!=6#,!4>!=#+47;7=#4%!7,!4275!3#+-%40!12%!+86%5!=+>?7.%!A>+!
;>3=#+#(6%!3#+$7,!+%G87+%3%,45!A>+!5%;8+747%5!>=47>,5!#,.!5%;8+747%5!A848+%5!7,!>+.%+!4>!
;8+4#76!=>4%,47#6!>==>+48,747%5!A>+!+%$86#4>+)!#+(74+#$%0!
!
M4!42%!(%$7,,7,$!>A!<86)'!42%!0Z[(#;$/O#+"6(#..('#$*"+(6#+#($"K"5-"(3E#$25O(A$/O$#'3W&!
1275!.%;757>,!#AA%;4%.!=+>$+#35!#4!S#5.#G!#,.!#4!42%!J7,;7,,#47!#,.!"#;7A7;!N4>;-!
F@;2#,$%50!F#;2!>A!42>5%!3#+-%4!;%,4%+5!2#.!A76%.!A>+!%@4%,57>,5!B742!42%!NFJ!>A!42%7+!
+%5=%;47?%!=76>4!=+>$+#35!4>!52#+%!3#+-%4!.#4#!+%?%,8%50!12%!%@4%,57>,5!B%,4!7,4>!%AA%;4!
8=>,!A767,$'!(84!42%!NFJ!75!#66>B%.!4>!#(+>$#4%!42>5%!+86%5!B7427,!\I!.#)5!>A!A767,$!#,.!
A>+;%!42%!3#+-%4!;%,4%+5!4>!+%9A76%!42%!+86%!;2#,$%50!12>5%!=+>=>5%.!;2#,$%5!#+%!42%,!
+%?7%B%.!()!42%!J>337557>,!4>!%?#68#4%!B2%42%+!>+!,>4!42%!+86%5!#+%!;>,5754%,4!B742!
7,?%54>+!=+>4%;47>,!$>#650!12%!J>337557>,!B#5!;>,;%+,%.!42#4!42%!NVU5!B>86.!,>4!2#?%!
42%!#.%G8#4%!A8,.7,$!4>!+%$86#4%!42%7+!3%3(%+5!#==+>=+7#4%6)!.8%!4>!42%!A#;4!42#4!42%)!
B%+%!52#+7,$!42%!3#+-%4!.#4#!+%?%,8%!7,!>+.%+!4>!;>3=%4%!#5!%@;2#,$%50!12%!J>337557>,!
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Market Structure: 2002 & Beyond - SIA Conference, June 7, 2002 
Order Routing and Best Execution – Panel Discussion 
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1 For detailed information on the steps of the Institutional Transaction Processing Model and general 
information on STP, see http://www.sia.com/stp/. 
2 For background on the issue of trading single stock futures, see “Single Stock Futures: An Overview Of 
Market Structure And Regulation,” in Vol. III, No. 3 (4/10/02) of SIA Research Reports at 
http://www.sia.com/reference_materials/html/research_reports.html. 
3 For the full SEC Order of Summary Abrogation, see http://www.sec.gov/rules/sro/34-46159.htm. 
4 For the full text of this NASD Notice to Members, see http://www.nasdr.com/2610_2002.asp#02-41. 
5 See NASD Notice to Members 02-09 at www.nasdr.com for details on the earlier fee change proposal. 
6 The SEC release is available at www.sec.gov/news/press/2002-112.htm. The NASD release is available at 
http://www.nasdr.com/news/pr2002/release_02_035.html. 
7 See http://www.nasdaqtrader.com/trader/news/2002/headtraderalerts/hta2002-100.stm. 
8 For a summary of the Order Routing and Execution Rules, see 
http://www.sia.com/order_disclosure/html/summary_of_rules.html. 
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FEE-BASED PRODUCTS ACCOUNT FOR MORE THAN ONE QUARTER OF 
BROKERS' GROSS PRODUCTION, UP 30% FROM 2000 

!

Difficult Market Conditions, Stagnant Economy, September 11 Events Lower Total 
Commissions, Fees, Earnings 

!
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MONTHLY STATISTICAL REVIEW 
!

U.S. Equity Market Activity 
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Daily Stock Price Movements
(Performance since 12/31/99)
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($ Billions)

Average Daily Dollar Volume
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U.S. Underwriting Activity 
!
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IPO Activity
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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 145.9 0.2 71.0 217.1 4.8 8.6 10.8 19.4 1.8 6.9 236.5 
Feb 106.1 3.8 67.7 177.6 1.2 6.6 1.3 7.9 1.9 4.8 185.5 
Mar 200.4 3.2 123.5 327.0 4.5 16.9 2.7 19.5 8.5 8.3 346.6 
Apr 127.1 0.0 69.8 196.9 2.6 8.7 4.4 13.1 2.9 5.8 210.0 
May 104.6 0.1 90.2 195.0 0.1 13.3 1.5 14.9 2.4 10.9 209.9 
June 117.4 0.4 91.2 208.9 2.8 17.6 3.8 21.4 4.0 13.6 230.3 
July            
Aug            
Sept            
Oct            
Nov            
Dec            
            
YTD '01 822.9 14.2 347.9 1,184.9 21.0 67.6 13.9 81.5 24.0 43.6 1,266.4 
YTD '02 801.5 7.7 513.4 1,322.6 16.0 71.8 24.4 96.2 21.5 50.2 1,418.7 
% Change -2.6% -45.8% 47.6% 11.6% -24.0% 6.2% 75.2% 18.0% -10.2% 15.3% 12.0% 
 
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 
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 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 12.2 13.3 4.3 3.8 8.1 21.4  1.65 5.04 3.39 
Feb 1.5 10.4 11.9 4.9 3.9 8.8 20.7  1.73 4.91 3.18 
Mar 1.7 12.9 14.6 4.9 5.5 10.5 25.0  1.79 5.28 3.49 
Apr 2.3 14.4 16.7 4.4 4.0 8.4 25.1  1.72 5.21 3.49 
May 2.4 20.7 23.0 4.1 6.7 10.8 33.8  1.73 5.16 3.43 
June 1.5 19.4 20.9 5.2 10.9 16.1 37.0  1.70 4.93 3.23 
July            
Aug            
Sept            
Oct            
Nov            
Dec            
            
YTD '01 7.3 78.5 85.8 24.8 24.9 49.7 135.5  4.24 5.16 0.92 
YTD '02 10.4 90.0 100.4 27.9 34.8 62.7 163.1  1.72 5.09 3.37 
% Change 42.4% 14.7% 17.1% 12.2% 39.7% 26.0% 20.3%  -59.4% -1.4% 265.5% 
 
Sources:  Thomson Financial Securities Data; Federal Reserve 
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 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  56.3  1,812.8   42.1 35.9 
Mar 10,403.94 1,147.39 600.43 1,845.35  1,337.1  57.1  1,756.8   42.9 34.5 
Apr 9,946.22 1,076.92 574.18 1,688.23  1,307.3  55.4  1,779.0   42.4 32.1 
May 9,925.25 1,067.14 570.78 1,615.73  1,234.2  61.5  1,834.2   38.9 29.8 
June 9,243.26 989.82 533.07 1,463.21  1,587.0  66.9  1,877.1   44.8 29.4 
July            
Aug            
Sept            
Oct            
Nov            
Dec            
            
YTD '01 10,502.40 1,224.42 621.76 2,160.54  1,217.7  72.5  2,045.1   45.0 53.4 
YTD '02 9,243.26 989.82 533.07 1,463.21  1,375.7  58.9  1,824.8   42.5 33.7 
% Change -12.0% -19.2% -14.3% -32.3%  13.0% -18.8% -10.8%  -5.5% -36.9%  
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