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4 ....U.S. Securities Industry Financial Results: 2007, by Paul Rainy. In line with
2007 public company annual reports, U.S. broker dealers reported full-year
financial results well below 2006 levels. While total, or gross, revenues reached a
record high $474.2 billion (up 8.6 percent from 2006) total expenses grew even
faster, up 17.3 percent to a record high $473.4 billion. Net revenues (total
revenues less interest expense) fell 7.7 percent to $204.0 billion and pre-tax profits
fell 97.7 percent to $777.4 million compared to the $33.1 billion earned in 2006.
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U.S. SECURITIES INDUSTRY FINANCIAL RESULTS: 2007

Summary

The U.S. securities industry began 2007 on a strong note, but buffeted by the subprime
mortgage meltdown and subsequent credit market dislocations, finished the year in a weaker
condition.!  Total revenues reached a record high of $474.2 billion in 2007, an increase of 8.6
percent from 2006. However total expenses grew even faster, reaching a record $473.4 billion,
17.3 percent above the previous full-year record high set the year before. Net revenues (total
revenues minus interest expense), which provide a better measurement of industry revenue
performance, declined to $204.0, 7.7 percent below the $221.1 billion record high set in 2006.
There is vigorous debate over whether the worst of the market adjustments are already
completed. The continuing overhang of troubled assets, persistent illiquidity in some markets,
weakness in a variety of business lines and a slowing U.S. economy do not bode well for the
year ahead.

$ billions US Securities Industry Annual Domestic Pre-Tax Profits
40 -

0 NASD-reporting firms

35 m NYSE-reporting firms 33.1
30 -
25 4
20 -

15

10 -

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Subtotals may not add to totals due to independent rounding.

* NASD-reporting firms recorded pre-tax profits of $12.1 billion, while NYSE-reporting firms recorded a loss of $11.3 billion for a total
industry profit of $0.8 billion.
Source: SIFMA DataBank

' The results for the U.S. securities industry discussed herein are the aggregated results (unconsolidated revenues and
expenses) for all broker-dealers doing a public business in the U.S.. This is as reported in the Financial and Operation
Combined Uniform Single (FOCUS) Reports broker-dealers file with the U.S. Securities and Exchange Commission
(SEC) and their self-regulatory organization. Please see (www.sifma.org/research/statistics/databank.html) for NYSE
data and (www.sifma.org/research/statistics/expanded databank.html) for NASD data.
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Revenues

Total revenues reached a record high of $474.2 billion in 2007, an increase of 8.6 percent from
2006. Although many revenue lines showed solid growth in 2007, trading and investment
account losses were substantial. Net revenues (total revenues minus interest expense) were
$204.0 billion in 2007, a decline of 7.7 percent from the record high $221.1 billion in 2006 and just
above the previously second highest result, $203.9 billion recorded in 2000.2
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The 25 largest firms recorded net revenues of $72.4 billion in 2007, down 29.2 percent from
2006%. These firms accounted for 35.5 percent of the U.S. securities industry-wide net revenues,
down from a 46.2 percent share in 2006. The net revenues of all other firms (4,944 at end-2007)
grew solidly, but more slowly than in 2006, increasing 10.7 percent. The 25 largest firms saw
profits plummet, with pre-tax net income recording a loss of $16.4 billion in 2007 after a gain of
$15.9 billion in 2006.

2 Net revenues provide a better summary gauge of industry performance than total, or gross, revenues. Gross revenues include
gross interest revenues, which in substantial part reflect the prevailing level of nominal interest rates. They are largely offset
by similar growth of interest expenses, thus underscoring the industry’s role as a financial intermediary, but not illuminating
revenue performance.

% Largest in terms of capitalization.
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Commission and fee income, the level of which is largely a reflection of the volume of
secondary market securities trading, reached $54.5 billion in 2007. This represented an 11.5
percent increase over the prior year, and was the highest annual total for commission and fee
income, surpassing the previous record of $53.2 billion set in 2000. Transaction volume rose on
both the NYSE and NASDAQ in 2007. NYSE average daily dollar volume of $86.8 billion was
27.1 percent above that in 2006, while on the NASDAQ daily dollar volume averaged $60.0
billion, up 29.0 percent from the 2006 level, but still well below the record $80.9 billion pace set
in 2000. NYSE average daily share volume rose 15.6 percent to 2.11 billion shares per day, while
NASDAQ volume was up 6.5 percent to 2.13 billion shares per day.

A core business line of traditional brokerage activity, commission and fee income has been
steadily declining in relative importance to the industry as a whole. Changes in order-handling
rules and a technological revolution led to intensified competition and a steady long-term
reduction in profit margins. In 2007, because of weakness in some of the recently higher margin
business lines, commission and fee income accounted for a larger percentage of net revenues;
26.7 percent of total net revenues in 2007, up from 22.1 percent in the prior year and above the
average of 25.3 percent recorded over the six-year period 2001-2006.

Securities firms designated NASD-reporting are generally more dependent on revenue from
commission and fee income, whereas NYSE-reporting firms generate more of their income from
investment banking operations, such as underwriting and other corporate finance work.
NYSE-reporting firms, which generate most of their commission and fee income from
institutional accounts, with retail operations largely catering to high and ultra-high net worth
individuals, saw commission and fee income rise 8.2 percent in 2007 compared to the year
before.
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Quarterly Trading Gains
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In 2007, commission and fee income represented 28.2 percent of total net revenues for NYSE-
reporting firms, up from 20.1 percent the year before. NASD-reporting firms, which rely more
heavily on retail brokerage activity, saw commission and fee income rise 15.5 percent in 2007
compared to a rise of 8.3 percent in 2006. For these firms, commission and fee income
represented 25.2 percent of net revenue in 2007, nearly unchanged from last year’s 25.1 percent.

Trading revenues (largely, revenue earned from proprietary trading activities) experienced the
worst annual performance in the SIFMA DataBank’s history,* recording a loss of $6.0 billion in
2007 compared to a gain of $43.0 billion in 2006. In 2007, trading revenues for NASD-reporting
firms decreased 48.9 percent compared to 2006, while NYSE-reporting firms accounted for the
overall losses of trading revenue. A large portion of the losses came from debt trading by
NYSE-reporting firms, which was $4.7 billion in 2007, while NASD-reporting firms had positive
trading revenues across the board. NYSE-reporting firms have much larger trading operations
taking positions in a wide variety of securities and other assets, both for proprietary trading and
client facilitation compared with NASD-reporting firms which concentrate more on agency-
only trading.

OTC market making gains, once an important source of industry revenues, accounted for only
$852.9 million in 2007, a 13.3 percent increase over the prior year. Debt trading in 2007 recorded
a loss of $1.9 billion compared to a gain of $17.8 billion in 2006. The reporting category “gains
from all other trading”, which recorded a gain of $24.5 billion in 2006, experienced a $10.2
billion loss in 2007.

* Trading gains (or losses) include net gains or losses from proprietary trading and holding dealer (inventory) positions to
accommodate customer demand.
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Underwriting revenue, which has been rising since 2003, had another strong year in 2007,
eclipsing the previous record high set in 2006. Underwriting revenue reached $26.5 billion,
rising 12.3 percent from the previous record of $23.6 billion earned the year before. Equity
underwriting revenue reached a record high $6.9 billion, $1.7 billion or 32.7 percent above the
prior year’s level. In 2007, underwriting revenues for NYSE-reporting firms and NASD-
reporting firms increased 11.0 percent and 21.8 percent, respectively, compared to 2006.
Unsurprisingly, total equity issuance also reached a record high of $247.5 billion in 2007, up 29.9
percent compared to 2006, surpassing the previous record of $204.5 billion set in 2000. True
IPOs, which command the highest fees, reached $50.7 billion, a 10.0 percent gain over the prior
year, while secondary issuance totaled $96.4 billion, down 2.9 percent from 2006.

Overall corporate debt issuance decreased in 2007 to $2.8 trillion, a 12.2 percent decline from the
record high $3.1 trillion recorded in 2006. Corporate straight bond underwriting reached $1.1
trillion, an increase of 6.6 percent from the year before, while placement of asset-backed
securities declined 28.1 percent to $901.2 billion and non-agency mortgage-backed securities
issuance declined 14.8 percent to $658.6 billion. Other underwriting fees (which is mainly debt
underwriting) set a record in 2007, rising to $19.6 billion, up 6.5 percent from the previous
record of $18.4 billion set the year before, reflecting strong issuance volume in higher margin
products.

In 2007, margin interest revenue surged to $32.3 billion in 2007, up 35.5 percent over the 2006
level and surpassing the previous annual record of $24.3 billion set in 2000. Margin interest
rose due to rising interest rates in the beginning of 2007, a trend that reversed in August 2007
with interest rates on a falling trajectory since.

Mutual fund sales revenue reached $25.8 billion in 2007, also a new record, up 12.2 percent
from the previous record $23.0 billion in 2006. This reflected strong net new cash flows into
mutual funds in 2007, which reached a total of $865.7 billion, 84.5 percent above the level in the
prior year.> Most of the increase was in short-term money market mutual funds (MMMFs),
which carry very low charges. Inflows into long-term funds (which carry higher charges) with
net new cash inflows into long-term funds reaching $226.4 billion in 2007, a decrease of 0.6
percent from 2006.

® Net new cash flow equals net sales (excluding reinvested dividends) minus redemptions, combined with net exchanges.
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Mutual Fund Net New Cash Flow
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Asset management fees also set a record, reaching $33.1 billion in 2007, 18.6 percent over the
$27.9 billion earned in the preceding year. This growth reflected the increase in the value of
mutual fund assets under management, which rose to over $12.0 trillion in 2007, 15.6 percent
above the $10.4 trillion recorded in 2006.

Other revenues and Other Revenue Related to the Securities Business showed strong growth
as well, rising a combined 25.2 percent in 2007 from 2006 levels. This growth rate was just
below the 25.3 percent increase in the growth of interest expenses, a large portion of which is
incurred to support the product and service lines included in this catch-all category, such as
securities lending. Also included here are fees earned from a variety of activities (including
prime brokerage and corporate financial advisory work other than underwriting) such as
mergers and acquisitions (M&A) and leveraged buyout (LBO) activity. M&A activities surged
in 2007, as announced deals in the U.S. reached $1.6 trillion for full-year, the third best annual
total for this highly cyclical sector of the industry.
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Expenses

Total expenses reached an annual record of $473.4 billion in 2007, an increase of 17.3 percent
over the previous high set in 2006. Interest expenses accounted for 57.1 percent of total annual
expense in 2007 compared to 53.4 percent in 2006. Total compensation expenses, the second
largest expense item, accounted for 22.1 percent of total expenses in 2007, down from 25.2
percent in 2006.

US Securities Industry Quarterly Domestic Expenses
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Interest expenses reached $270.2 billion in 2007, an increase of 25.3 percent from the previous
record level of $215.7 billion set in the preceding year. Reflecting different business mixes,
interest expense for NYSE-reporting firms increased 25.6 percent, while rising 20.8 percent in
NASD-reporting firms.

Total compensation expense overall reached $104.7 billion in 2007, an increase of 2.8 percent
from the prior year. Compensation trends did not follow the usual pattern in 2007 as
compensation increased at a greater rate at smaller firms, rather than at the larger firms. Total
compensation at regional firms increased 24.4 percent while the 25 largest firms, which are
national firms, experienced a 1.6 percent decrease in 2007.6 For the industry as a whole, total
revenue per employee increased 4.4 percent in 2007, surpassing $1 million for the second
consecutive year.

® Regional firms are full-service broker-dealers based outside of the New York City area, offering a wide range of financial
services and products to both retail and institutional clients, but without a nationwide franchise.
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Other expenses increased 14.4 percent in 2007 after rising 8.2 percent in 2006.7 Over the last five
years “other expenses”, which were slashed along with compensation expense during the
previous industry downturn, have increased as the industry recovered. The largest expense
line in this “other” category, total floor costs (commissions and clearance paid by brokers to
other brokers), also set a record of $25.5 billion in 2007, an increase of 20.3 percent from 2006.
Communications expense rose 8.2 percent to $6.0 billion and occupancy and equipment
expenses rose 3.4 percent to $6.6 billion. Data-processing costs were $3.8 billion in 2007, 1.6
percent above levels from the prior year.

7 “Other expenses” includes all expenses other than compensation and interest expenses.

SIFMA Research Reports, Vol. lll, No. 5 (May 13, 2008)



Quarterly Results

The U.S. securities industry reported record quarterly losses in the fourth quarter of 2007 due to
continued problems in the housing and mortgage industry coupled with tighter credit markets.
Pre-tax profits declined $1.4 billion in 3Q’07 and another $14.1 billion in 4Q’07.

Although actual aggregate first quarter 2008 FOCUS data are not expected until June, based on
publicly reported 1Q'08 quarterly earnings, broker dealer results are not expected to be much
better than in recent quarters. Writedowns, credit valuation adjustments and challenging
trading markets will likely continue in the coming quarters, and a slowing U.S. economy may
add to the stresses in some fragile market segments.

Revenues

Total revenues were $118.7 billion in 4Q’07, up 9.2 percent from 3Q’07, but 2.7 percent below
the same year-earlier period. Net revenues were $37.6 billion, a 15.4 percent decline from 3Q’07
and 37.4 percent lower than results for 4Q’06.
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Commission and fee income of $14.4 billion in 4Q’07 represented an increase of 6.3 percent
from the immediately preceding quarter and 17.0 percent from 4Q’06. The increase in
commission and fee revenues was related to the high average daily transaction volume in 4Q’07
on the NYSE and NASDAQ, $87.1 billion and $68.6 billion, respectively. At the same time,
average daily dollar value of trading decreased 8.8 percent on the NYSE while rising 10.8
percent on NASDAQ relative to the preceding quarter.

Trading revenues continued to decline in 4Q’07 reaching a record quarterly loss of $17.9 billion.
The majority of the decrease in trading revenue in 3Q’07 was attributable to debt while in the
fourth quarter “all other trading” was the worst performing area with losses of $11.8 billion.

10
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Gains from investment accounts also recorded weak fourth quarter results, reaching $406.1
million, down 54.3 percent and 78.1 percent from 3Q’07 and 4Q’06, respectively. Commodities
revenue, however, had a better quarter, with gains of $703.0 million in 4Q’07, compared to a
gain of $457.1 million in 3Q’07 and a loss of $1.5 billion in 4Q’06.

Underwriting revenue increased in the fourth quarter to $6.4 billion, up 22.5 percent compared
to the prior quarter but 13.1 percent below that in 4Q’06. Equity underwriting revenues were
$1.8 billion in 4Q'07, up 21.5 percent over 3Q’07. Contributing to this fourth quarter gain was
the 36.5 percent increase in value of IPOs8, the most lucrative type of equity underwriting. The
value of all IPO’s in 1Q'08 dropped to $4.4 billion, down 78.6 percent from 4Q’07 and 82.9
percent from 4Q’06, which does not bode well for this revenue line.

$ bilions US Securities Industry Quarterly Underwriting Revenues
8 -
0 NASD-reporting firms

77
74,
) 1"
7 m NYSE-reporting firms H
6.4
6.1
d | o2
53 i ) 52

5,

52 51 5

49 H

. e @ B..gEEl.
- o G e i

36
34

Q1 Q2 Q3 Q4| Q1|2 QB M4 Q1|2 Q@B M4 |Q1|Q2|{Q3 |4 |Q1|Q2|Q3 4 |Q1 Q2 Q3| 4

2002 2003 2004 2005 2006 2007

Subtotals may not add to totals due to independent rounding.
Source: SIFMA DataBank

Margin interest revenue was a record $9.1 billion in 4Q’07, 1.8 percent higher than the
immediately preceding quarter, and 14.5 percent higher than in the same year-earlier period.

Fund management operations put in a steady performance in the final quarter of 2007,
reflecting increased net asset values and net inflows into mutual funds. Asset management
fees of $8.8 billion, a quarterly record, were 4.9 percent higher in 4Q’07 than in 3Q’07, which
was the previous record, and 16.2 percent above that in 4Q’06. Mutual fund sales revenue of
$6.5 billion was up a more modest 2.3 percent from 3Q’07, and was 10.5 percent higher than in
4Q)'06.

Other revenues related to the securities business increased to a record $72.3 billion in 4Q’07,
up 31.9 percent from 3Q’07 and 33.5 percent above results in 4Q’06. Merger and acquisition
activity contributed heavily to the increase in revenue and the 2,803 deals in the pipeline in the
fourth quarter of 2007 bode well for this business line. Other securities business-related

8 “True” IPOs, which exclude closed-end funds.
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revenues accounted for 55.9 percent of total industry revenue in the second half of 2007
compared with 43.7 percent in the first half of the year, reflecting the weakness of the
previously strong revenues recorded in trading and investment earlier in the year.

Expenses

Total expenses rose to a quarterly record $132.8 billion in 4QQ"07, 20.6 percent above 3Q’07 levels
and 19.4 percent higher than in 4Q’06. Compensation expenses (a highly seasonal expense)
reached $26.0 billion in 4QQ'07, an increase of 20.2 percent relative to 3Q’07, but only 0.2 percent
relative to the same year-earlier period.

US Securities Industry Quarterly Domestic Total Expenses
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Interest expense reached a quarterly record of $81.1 billion in 4Q’07, up 26.1 percent from 3Q’07
and 30.8 percent above the same year-earlier period. Interest expense, the largest single expense
item, accounted for 61.1 percent of total industry expenses in the fourth quarter after not rising
above 55.8 percent any quarter in 2006.

Other expenses grew more modestly in 4Q’07, up 6.2 percent from the immediately preceding
quarter and 10.4 percent from the same year-earlier period.® Much of the pickup in growth of
other expenses was due to an 8.3 percent quarterly jump billion in commissions and clearance
paid to other brokers to $2.1, which was 34.8 percent higher than in the same year-earlier
period. Increases were also seen in promotional costs and losses from error accounts and bad
debts which increased 19.7 percent and 14.9 percent, respectively.

Paul Rainy
Research Analyst
prainy@sifma.org

® Expenses other than compensation and interest expenses.
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NASD-RBeporting Firms Other Than NYSE-Reporting Firms
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- Clearance Paid to Mon-Brokers 3659 5176 474.0 3447 1131 722 915 95.4 a7.3
- Commissions Paid to Broker-Dealers (FOCUS 1A Only) 95256 10,463.5 11,430.6 14 3737 31219 34246 3.990.7 33,5991 3.359.3
Communications Expense 5029 G518 G236 G705 157 .8 163.7 1726 164.3 170.0
Oocupancy & Equipment Costs 8957 12633 11775 11811 2999 2918 297 3 25873 304.7
Pramational Costs 537.0 933.1 953.4 11459 2454 2820 2754 2505 S28.6
Interest Expense 7.329.2 15,0586.0 16,868.6 203706 45256 41913 5.755.4 55899 48340
Loszzes from Error Accourts & Bad Debts 586 G316 1129 320 19.9 17.3 19.4 X4 27E
Data Processing Costs 804 .4 7814 780.6 B127 1992 1953 205.4 197 1 2149
Regulatory Fees & Expenzes 3079 3555 3445 3527 922 FrR=] 84.7 85.5 104.5
Mon-Recurring Charges 2035 95 73 14.4 4.3 07 1.4 108 1.4
Other Expenzes 21,4538 23,4480 26,871.3 32,3034 74811 720649 53148 53,0105 57712
TOTAL EXPENSES 69,468.3 83.817.0 93,269.9] 110,063.5 25,393.0 25,0858 29.267.7 274784 28,2316
PRE-TAX HET INCOME 7,038.8 8,131.3 12,190.6 12,079.7 3,2324 3,038.0 43277 24385 227545
TOTAL ASSETS 782.433.2| 827576.0] 857,479.9] 903947.2| B57.479.9|1,012,950.5]| 1,034,682.4| 1,035,040.8) 903,947.2
TOTAL LIABILITIES 732,392.8| 779,938.7| 803,461.5) 845,116.9| B803461.5| 956,857.4| 974,495.4| 9O76,597.7| 845,116.9
TOTAL OWHERSHIF EQUITY 50,040.4 47,637.3 54,018.4 58,830.1 54,018.4 56,093.2 60,187.0 58,7834 58,8301
TOTAL HET CAPITAL 25,925.7 26,714.4 27,6306 32,441.0 27 630.6 28,960.9 314952 31,1325 324410
HUMBER OF FIRMS IN CATEGORY 4,900 4,917 4,848 4,774 4,848 4,856 5,178 4,865 4,774
PERSOHHEL - INCOME PRODUCING 58,562 59,648 57,228 60,075 57,228 56,865 59,988 59,868 60,075
PERSONMEL - ALL OTHER 37 622 37,155 36,226 36,323 36,226 36,515 37 605 37,346 36,323
PERSONMEL - TOTAL 96,184 96,803 93,454 96,398 93,454 93,380 97,593 97,214 96,398
* Third quarter 2007 data revised by FINRA.
Source: SIFMA DataBank
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NYSE-Reporting Firms
INCOME STATEMENT & SELECTED TEMS
& Mithons

ANNUAL DATA

2004 2005 2006 2007 06:04 07:01 07:02 07:03 07:04
REVEHUE:
Commissions 26,3398 256122 26 BBS.0 28 .846.4 5.481.1 7127 5,957 .4 71635 7hB128
- Commissions - Listed Equity on an Exchange 13937 .4 135923 13,7064 14 467 3 3,356.3 36537 35365 37714 35057
- Commissions - Listed Equity OTC 20142 158513 19199 24189 418.4 4638 5124 E47 .1 790.6
- Commissions - Listed Options 12150 1,134.0 13948 18842 3398 396 4459 5359 510.8
- Commissions - &1l Other 91732 8.9346 9E44.1 10 076.0 23666 25986 24626 22091 28057
Trading Gain (Loss) 17,363.6 17 ,006.5 345225 -10334.3 90932 55,0336 5,555.6 -6,117.3] 185092
- Gain from OTC Market Making 447 B 480.5 5136 B11.7 -37.3 2308 143.8 4634 -226.3
- - Gain from QTS Market Making in Listed Equity B -17.3 -1.4 0.0 0.1 0.1 0.1 0.0 0.0
- Gain from Dekt Trading 15,7545 10,07E.3 14,1120 -4738.9 29273 32240 168227 -3121.7 -5 463.9
- Gain from Listed Options Market Making 1540 203.3 38.0 165.1 -84.2 3025 80.0 -2209 346
- Gain from All Other Trading 1,007 5 B,006.0 198589 114237 5,287 4 42763 -339.4 -3238.1] 121225
Investmert Accourt Gain (Loss) 1,655.1 1,559.4 3.306.6 3,183.6 1,068.8 3443 1,035.6 8212 4325
- Realized Gain 12058 12185 13165 17423 3430 467 8 5565 403.8 3142
- Unreslized Gain 414 .4 -178.8 B55.5 -2711 2205 722 -159.6 322 1A
Underwriting Revenue 16,558.9 17 ,261.2 20,5344 231823 55190 5,399.8 5,580.1 4 560.1 55423
- Equity Underwriing Revenue 42042 41358 49722 57053 18409 15196 20921 13929 17007
hargin Interest 61460 11.272.0 207774 291793 71360 54316 v.2a7 7 8.136.1 58,3539
Mutual Fund Sals Revenus 53385 71630 7A435 8,050.2 19261 21808 1,895.1 159518 20225
Fees, Asset Management 139416 15,268.0 18,1961 2 5877 458610 48383 54188 54717 58589
Research Revenus 2078 131.6 206.2 456 538 3.0 8.1 11.6 16.9
Commodities Revenue 930.3 1,052.6 54.8 530.2 -411.2 4514 -113.8 -284.7 5273
Cther Revenue Relsted to the Securities Business S8 260.4| 1117622 17653644 2125543 48 1603 46 BA6 .4 50,3862 48 766.8 GE 7469
Cther Reveriue 10,8543 21,730.3 235256 351742 73978 78760 39,2591 83128 97263
TOTAL REVEHUE 160,197.3| 229,819.1| 331,335.7| 352,048.4 93,3819 89,834.0 95,240.5 78,792.8 88,181.1
et Revenue 109113.1] 108,757.8] 132531.5] 1022604 35,5645 35.691.3 34,627 .6 20056.6 11,5849
EXPEHSES:
Total Compenisation 57,8511 59 9534 71,1042 (9 5103 17 5949 201347 19,503.9 131867 16,785.0
- Redistered Representative Compensation 22308 23 ,156.2 268736 27 3594 1 5 5441 7 4659 7 436.3 5 B7E.2 G167
- Clerical Employee Compensation 328744 34,308.4 41 BB4.3 40,4349 100112 12,2508 116383 70499 94959
- Woting Officer Compensation 12224 1,145.9 14378 1,029.0 3395 2410 2488 2598 2794
- Cther Emploves Compensation (FOCUS 12 Only) 14528 134289 11285 7522 300.0 177.0 180.4 2008 194.0
Total Floor Costs 48390 52335 5.444.4 74390 15709 16529 16703 20257 20901
- Floor Brokerage Paid to Brokers 1,258.3 1,346.5 1481.0 1401.3 337 2 3459 326.0 365.4 360.0
- Commizsions & Clearance Paid to Cther Brokers 2167 1 24309 342172 4 5504 817 .8 989.0 997 .7 1,2568 1,307.9
- Clearance Paid to Mon-Brokers 576.9 G559 11826 14397 3034 3025 335.6 3926 A09.0
- Commigsions Paid to Broker-Dealers (FOCUS 14 Only) 536.7 450.2 38596 47.3 112.4 11.6 11.1 11.8 13.2
Communications Expense 41709 43438 49185 5,328.3 13123 12496 1,338.3 13251 14153
Occupancy & Equipmert Costs 5772 5.086.8 52114 54231 1.3281 12915 1,346.4 13416 14436
Protmotional Costs 16532 15115 15413 15320 417 1 3829 3649 365.0 4192
Interest Expense 51,0842 121061.3| 198.504.2] 2497830 a7 5174 a4.1427 60,6129 58,736.2 76,2962
Losses from Error Accourts & Bad Defts 2748 3055 X768 134.8 731 45.2 -1732 118.2 140.6
Diata Processing Costs 24225 27248 29264 28527 764 .4 B95 6 7061 7342 8168
Regulstory Fees & Expenzes 1.150.0 1,193.4 12662 140589 336.1 317.8 3449 3B9.2 374.0
Mon-Recurring Charges 477 2 2745 118.0 104 .4 14.0 116 -47 0.1 97 .4
Cther Expenzes 17,0173 18 584.3 17 8311 19F32.0 48848 52434 52996 44169 45721
TOTAL EXPENSES 146517.4| 220,372.8| 310442.2| 363,350.6 85.819.0 85,170.8 91,009.5 82,620.0) 104,550.3
PRE-TAX HET INCOME 13,679.9 9,446.3 20,893.6| -11,302.3 7,562.9 4,663.2 4,231.0 3,827.3] -16,369.2
TOTAL ASSETS 3,841,155.7| 4,211,633.2| 5,019,451.2| 5,459,435.0| 5,019,451.2| 5,510,798.5| 5,870,865.3| 5.650,068.0| 5,459,435.0
TOTAL LIABILITIES 3,745,006.8| 4,110,979.4| 4,909,210.0| 5,350,716.7 | 4,909,210.0| 5,395,520.2| 5,752,060.3| 5,532,844.1| 5,350,716.7
TOTAL OWHERSHIP EQUITY 96,1480\ 100,653.8) 110,241.2| 108,718.3| 110,.241.2| 115,278.3| 118,805.0) 117,224.0] 108,718.3
TOTAL HET CAPITAL 61,201.0 74,619.6 75,338.3 95,802.7 75,3383 79,953.2 79,108.5 98,587.2 95,802.7
HUMBER OF FIRMS IH CATEGORY 229 217 204 195 204 199 193 196 195
PERSOHHEL - INCOME PRODUCIHG 139,118 131,119 131,457 143,361 131,457 138,465 146,706 147 496 143,361
PERSOHHEL - ALL OTHER 160,935 155,359 162,464 174,285 162,464 167,460 168,047 167,784 174,285
PERSOHHEL - TOTAL 300,053 286,478 293,921 317,646 293,921 305,925 314,753 315,281 317,646

Source: SIFMA DataBank
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MASD- and NYSE-Reporting Firms
INCOME STATEMENT & SELFCTED ITEMS
§ Mitlions

ANNUAL DATA

2004 2005 2006 2007 06:04 071 07:Q2 07:Q3" 07:04

REVEHUE:
Commissions 47,1409 46,144.5 48,908 .4 54 .541.2 12,277 4 130675 135937 13511.0 14,3689
- Commissions - Listed Equity on an Exchange 18,908 9 184210 1861045 20,0892 4 B09.3 4 8731 48780 50,2704 50677
- Commissions - Listed Equity OTC 30729 3,269.3 31028 3571.2 BB2.1 819.8 8181 8950 10384
- Commissions - Listed Options 1.962.3 1.778.0 21750 33,0056 5525 505.4 7161 8404 5436
- Commissions - &1l Other 231966 22 E7E.2 250203 278753 54335 B,769.3 71815 55053 74192
Trading Gain (Loss) 23,5012 233096 430496 -5 9786 12,1461 9.761.2 84697 62619 17847 E
- Gain from OTC Market Making 9799 7853 7526 8529 17.7 252.8 2198 495.0 -148.7
- - Gain from OTC Market Making in Listed Equity 18.1 23 15.4 472 36 27 32 345 52
- Gain from Debt Trading 17,4333 12,7291 17 7829 -1.9120 38605 4,331.2 25535 27371 -6 0597
- Gain from Listed Options Market Making 267 2 2043 598 2406 -65.1 3272 97 B -204 5 203
- Gain from All Other Tracing 48208 59,3806 2445431 102116 8,333.0 4,820.1 547 2 38162 1M1 7B27
Investment Accourt Gain (Logs) 25694 2856.4 55373 3.976.1 1,858.2 1,057.5 15248 8877 40E.1
- Realized Gain 15177 18609 24622 1.5966.2 B70.1 5461 G247 4298 3656
- Unreslized Gain 4935 722 9308 256 2981 16.4 1.4 11E.0 -86.7
Underweriting Revenue 19,1241 1995875 235295 26 526.2 73786 71565 77273 52317 E.410.7
- Equity Underwriting Revenue 42351 42028 52164 59241 19049 15713 21598 14412 17518
Margin Interest 5,950.1 132571 238270 32,2822 79362 56,2131 80582 89240 90861
Mutual Fund Sale Reverue 18 F55.8 20 B56.8 22599 .4 25 806.4 5859 4 E505.0 55037 £,3247 E473.0
Fees, Asset Management 20,847 4 232760 278910 33,089.2 755984 75347 58,3054 84188 8.830.3
Research Revenue 211.2 137.5 221 50.0 E7 .8 10.8 365 13.2 19.6
Commodities Reverug 1,486.4 12439 -BBE.7 1.748.2 -1508.3 £28.8 -40.7 467 1 703.0
Cther Revenue Related to the Securities Business E7 B20.1 126 5436 1937433 23459778 54,139 4 516771 55.239.4 54,7913 722700
Cthet Revenue 28 497 7 44 3545 47 5550 57,1439 14,254 2 14 3455 18.319.4 16,410.9 18,0682
TOTAL REVEHUE 236,704.4| 321,767.4| 436,796.2] 474191.6| 122)007.3| 117,957.8| 128,835.9| 108,709.7| 118,688.2

Net Reveriue 178,290.9) 185kE201| 221123.4] 2040331 59,964 .3 596239 B2 467 B 44,3837 7 EET 9
EXPEHSES:
Total Compensation 83,1650 88,3797 101881.00 104BB53 259151 28,4498 28 BE0.4 21,6021 2559731
- Registered Representative Compensation 30,243 4 320386 36,3650 38,361.0 94358 10,1353 10,362.5 5,290 .4 95728
- Clerical Employee Compensation 36,4862 39 .263.7 46,8139 46,030.4 11,297 .3 13621.7 13.069.0 §,3526 10957.0
- Woting Officer Compensation 3,609.3 34761 3E74.1 35028 9947 7705 8528 8451 10334
- Other Employes Compensation (FOCUS 114, Onily) 128258 13601.3 150279 16,791.0 4.186.3 39222 43759 40830 44099
Total Floor Costs 16,7493 18.039.2 21,1879 25.484.3 55184 5,997 1 5 654.7 5,456.1 53765
- Floor Brokerage Paid to Brokers 14712 15821 18022 16772 4159 MN27 4054 4350 4240
- Commizsions & Clearance Paid to Cther Brokers 36720 40195 559389 7 E01.A 15456 17735 18202 15240 20838
- Clearance Paid to Mon-Brokers 1,243.8 1483.5 1 B26.5 1,784.4 4225 3747 427 4 4860 495,53
- Commissions Paid to Broker-Dealers (FOCUS 1A Onily) 10,362 3 10.954.0 11,8202 14 4215 32343 34362 40018 36110 337245
Communications Expense 45738 4 9956 55421 59988 14701 1.413.3 15109 1.489.4 15853
Oocupancy & Equipment Costs 54739 5,340.1 5,388.9 5,504.2 1,528.0 1,583.3 16437 15289 1.748.3
Promotional Costs 23402 24448 28047 25779 BE2.5 BE4.9 5408 E24 5 7478
Interest Expense 58,4134 136147.3| 215F728| 2701586 52,043.0 58,3340 b6 ,368.3 54,3261 81,130.2
Loszes from Error Accourts & Bad Debts 3354 3591 389.7 2268 33.0 G55 -155.8 146 6 165.4
Diata Processing Costs 32269 35062 37070 3,765.4 9653.6 8909 9115 9313 10317
Regulstory Fees & Expenses 14579 15517 165107 1,758.6 4283 3953 4296 4560 A78.6
Mon-Recurring Charges Ea0.7 284.0 125.3 118.8 18.3 12.3 -3.3 11.0 988
Cther Expenzes 34714 42,132.3 44 702.4 51,935.4 12,3659 12,4503 13614.4 12,427 .4 13,4433
TOTAL EXPENSES 215,985.7| 304,189.8| 403.712.1] 4734141 1112120 10,2566 120277.2| 110,098.4| 132,781.9
PRE-TAX HET INCOME 20,718.7 17.577.6 33.084.2 7774 10,795.3 7.701.2 8,558.7 -1,388.8) -14,093.7
TOTAL ASSETS 4,623,588.9| 5,039,209.2| 5,876,931.1] 6,363,382.2| 5,876,931.1| 6,523,749.0| 6,905 ,547.7| 6,685,108.8| 6,363,382.2
TOTAL LIABILITIES 4,477,399.6| 4,890,918.1| 5,712,671.5| 6,195,833.6| 5,712,67¥1.5| 6,352,377.6| 6,726,555.7| 6,509,441.8| 6,195,833.6
TOTAL OWHERSHIP EQUITY 146,189.3| 148,291.1] 164,259.6| 167548.4| 164,259.6( 171,371.5] 178,992.0| 176,007.4| 1675484
TOTAL HET CAPITAL 87.126.7] 101,334.0] 102968.9| 128,243.7) 102,968.9| 108,914.1| 110603.7| 129,719.7| 1282437
HUMBER OF FIRMS IN CATEGORY 5,219 5,134 5,052 4,969 5,052 5,055 5,371 5,061 4,969
PERSOHHEL - INCOME PRODUCING 197,680 190,767 188,685 203,436 188,685 195,330 206,694 207,364 203,436
PERSOHHEL - ALL OTHER 198,557 192,514 198,690 210,608 198,690 203,975 205,692 205,130 210,608
PERSOHHEL - TOTAL 396,237 383,281 387,375 414,044 387,375 399,305 412,346 412,495 414,044
* Third quarter 2007 data revised by FINRA.
Source: SIFMA DataBank
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