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SECURITIES INDUSTRY REPORTS LOSSES IN 3Q’08  
 
Summary 
The U.S. broker-dealers reported a pre-tax loss of $8.7 billion in third quarter 2008 amidst the 
financial market meltdown, credit market freeze and global economic weakness.1  Gross 
revenues were $70.4 billion in 3Q’08, a 20.8 percent decline from the prior quarter and 35.3 
percent below the same year-earlier period level of $108.7 billion.  Net revenues (total revenues 
minus interest expense), which provide a better summary gauge of industry performance, were 
$39.5 billion, down 29.0 percent from $55.5 billion in the second quarter and 11.1 percent below 
the $44.4 billion recorded in the third quarter of 2007.  Total expenses were $79.1 billion in the 
third quarter, a 5.8 percent decrease from the previous quarter’s level of $84.0 billion.  

 

US Securities Industry Quarterly Pre-Tax Profits (Losses)*
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* NASD- and NYSE-reporting firms combined detail of quarterly pre-tax profits (losses) 
Source: SIFMA DataBank 

                                            
1  The results for the U.S. securities industry discussed herein, unless otherwise indicated, are the aggregated results 

(unconsolidated revenues and expenses) for all broker-dealers doing a public business in the U.S. 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 the Financial Industry Regulatory Authority (FINRA, which still designates firms NASD-
reporting and NYSE-reporting).  FOCUS data aggregated quarterly by SIFMA beginning in 2001, along with analytical 
subgroups of firms, are available to subscribers (http://www.sifma.org/research/statistics/databank.html) for NYSE data 
and (http://www.sifma.org/research/statistics/expanded_databank.html) for NASD data.   
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Market conditions deteriorated towards the end of the third quarter, prompting an 
unprecedented series of market events and government actions and setting the stage for very 
weak securities industry results.  On September 7, Fannie Mae and Freddie Mac were placed 
into conservatorship.  A week later Merrill Lynch was sold to Bank of America and Lehman 
Brothers filed for Chapter 11 bankruptcy.  On September 17 the Federal Reserve lent AIG $85 
billion to prevent it from collapsing, taking a 79.9 percent stake in return.  Goldman Sachs and 
Morgan Stanley reacted to the extreme market conditions by converting from investment banks 
to bank holding companies.  To round out the month, on September 25, Washington Mutual 
was sold to JPMorgan Chase.  Industry commentators have stressed that tighter regulation and 
lower levels of leverage will make profits harder to come by in the future, although 
consolidation, cost cutting and deep employment cuts will help limit further significant losses 
in 2009.2   

 
Revenues  
Gross, or total revenues, of $70.4 billion in 3Q’08 were 20.8 percent lower compared to the 
previous quarter and 35.3 percent below the $108.7 billion reported in the same year-earlier 
period.  Net revenues were $39.5 billion, a 29.0 percent decrease over the previous quarter and 
11.1 percent lower than the $44.4 billion recorded in 3Q’07.   

US Securities Industry Quarterly Gross Revenues
Broker Dealers Doing a Public Business in the US
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Source: SIFMA DataBank 

Commission and fee income, one of the few revenue lines that grew in 3Q’08 was $13.9 billion, a 
3.3 percent increase from the previous quarter and up 2.6 percent from the same year-earlier 
period.  This was the third highest level ever recorded.  These results reflected very strong 
equity trading volume in 3Q’08.  The NYSE set an average daily share trading volume record in 

                                            
2 IBISWorld, “Executive Summary, Investment Banking & Securities Dealing in the U.S.,” December 8, 2008, 

(http://www.ibisworld.com). 
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3Q’08 with 2.81 billion shares traded, up 27.7 percent from the prior quarter and 8.1 percent 
above the previous record level of 2.60 billion shares traded in 1Q’08.  Average daily share 
trading volume on the NASDAQ reached 2.22 billion in the third quarter, a 5.5 percent increase 
over the last quarter, but down 9.4 percent from the record level set in the first quarter of 2008. 

Trading, which experienced consecutive losses in the previous four quarters, recorded yet 
another loss in 3Q’08.  Trading losses amounted to $16.9 billion compared to a loss of $1.8 
billion in the immediately preceding quarter and a loss of $6.3 billion in the same year-earlier 
period.  NASD-reporting firms trading gains declined in the third quarter relative to the second 
quarter, but it was the NYSE-reporting firms that accounted for all of the losses.   

US Securities Industry Quarterly Net Revenues*
Broker Dealers Doing a Public Business in the US
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Source: SIFMA DataBank 

Underwriting revenue weakened in 3Q’08, falling to $4.1 billion, a 41.1 percent decline from the 
previous quarter’s result of $7.0 billion and 21.2 percent below the same year-earlier period.  
The decline in underwriting revenue can be attributed to a decrease of initial public offerings 
(IPOs) and secondary offerings in 3Q’08.  “True” IPOs, which exclude closed-end funds, raised 
$1.2 billion in the third quarter, a significant fall from the $5.1 billion in IPOs recorded in the 
immediately preceding quarter.    

Fund management operations also declined in the third quarter of 2008.  Asset management 
fees were virtually unchanged at $8.4 billion in 3Q’08, but mutual fund sales revenue of $5.3 
billion was 11.2 percent below that in the previous quarter and 16.6 percent below the third 
quarter of 2007 level.   

Margin interest revenue of $4.6 billion in 3Q’08 was 7.3 percent lower than in the immediately 
preceding quarter and 48.7 percent lower than the results from the same year-earlier period.  
Both NASD-and NYSE-reporting firms’ margin interest revenues were negatively affected by 
declining interest rates, but NYSE-reporting firms were also substantially hit by deleveraging.   
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Other revenues related to the securities business, including prime brokerage, corporate financial 
advisory services such as for mergers and acquisitions (M&A), leveraged buyouts (LBOs), and 
structured financial and derivative products, decreased to $33.7 billion in 3Q’08, down 8.3 
percent from last quarter and 38.5 percent lower than results in 3Q’07.  The decline can be 
attributed to the lower value of completed M&A deals in 3Q’08, down 22.7 percent from 2Q’08, 
and declining prime brokerage revenue, among other factors. 

 

Expenses 
Total expenses reached $79.1 billion in 3Q’08, 5.8 percent lower than the $84.0 billion recorded 
in the immediately preceding quarter and 28.1 percent lower than in the same year-earlier 
period.  Compensation expenses were $23.1 billion, a decrease of 13.4 percent relative to the 
previous quarter but 7.1 percent above 3Q’07.  Interest expense, the largest single expense item, 
continued to decline since its record quarterly high in 4Q’07.  Interest expense was $30.9 billion 
in 3Q’08, down 7.1 percent from the previous quarter and 51.9 percent below the level in the 
same year-earlier period.  Together, compensation and interest expenses accounted for 68.3 
percent of total expenses, compared to 71.4 percent in the previous quarter and 78.0 percent in 
3Q’07.   

 

US Securities Industry Quarterly Domestic Total Expenses
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Source: SIFMA DataBank 
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NASD-Reporting Firms 
NASD-reporting firms recorded pre-tax net income (profits) of $2.0 billion in 3Q’08, a 38.6 
decrease from the previous quarter and 19.7 percent lower than in the same year-earlier period.  
Gross revenues totaled $26.3 billion in the third quarter, a 5.6 percent decrease from the 
immediately preceding quarter and 12.2 percent lower than in 3Q’07.  Net revenues were $23.4 
billion in 3Q’08, down 8.3 percent from the $25.5 billion recorded in the previous quarter and 
3.8 percent below the year-earlier level.  For the third consecutive quarter total expenses 
declined, reaching $24.3 billion in the third quarter, a 1.3 percent decline from 2Q’08 and 11.6 
percent below the level in the third quarter of 2007.   

NASD-reporting firms recorded gains in only two income lines in 3Q’08: other revenue related 
to the securities business and commodities revenue.  Gains from other revenue related to the 
securities business totaled $4.5 billion, a 23.1 percent increase from the previous quarter, but 
24.8 percent below the same year-earlier period.  Commodities revenue, a small business line 
that accounted for only 2.8 percent of total revenues, reached $741.8 million in 3Q’08, up 
significantly from the $6.9 million recorded in the prior quarter, but was unchanged from the 
level in the same year-earlier period.  By contrast, trading revenues, at $642.1 million, decreased 
the most in dollar terms, down by $1.6 billion or 71.9 percent in the third quarter compared 
with the immediately preceding quarter, but were still ahead of the 144.6 million loss in 3Q’07.  

NASD-Reporting Broker Dealers Quarterly Net Revenues*
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Source: SIFMA DataBank 
 
On the other side of the ledger, interest expense increased the most in dollar terms among 
expense lines relative to 2Q’08, while total compensation expense decreased the most.  Interest 
expense totaled $2.9 billion, up 24.6 percent form the prior quarter, but 48.9 percent below 
results from 3Q’07.  Total compensation, the largest single expense item for NASD-reporting 
broker dealers, decreased 7.9 percent to $8.2 billion in 3Q’08.  
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NYSE-Reporting Firms 
NYSE-reporting firms experienced a dramatic third quarter with Lehman Brothers declaring 
bankruptcy and Merrill Lynch being sold to Bank of America on September 14, followed by 
Goldman Sachs and Morgan Stanley becoming bank holding companies.  With frozen credit 
markets and the need to strengthen their balance sheets, NYSE-reporting firms reported their 
third largest pre-tax loss of $10.7 billion in 3Q’08,  compared to a $1.6 billion pre-tax profit in the 
prior quarter, but well below the $22.4 billion record loss set in the first quarter of 2008.  Total 
3Q’08 revenues of $44.1 billion were 27.7 percent below the previous quarter’s levels and 44.0 
percent lower than the same year-earlier period, while net revenues were $16.0 billion, just over 
half of the amount recorded in 2Q’08 and 20.0 percent below that in the same year-earlier 
period.  Total expenses were $54.8 billion, down 7.7 percent from the previous quarter and 33.7 
percent below the $82.6 billion recorded in 3Q’07.   

Compared to 2Q’08 most revenue lines declined in the third quarter.  Although commodities 
revenue accounted for only 3.8 percent of total revenue in 3Q’08, it was one of the largest dollar 
and percentage gainers, reaching $1.7 billion compared to 200.8 million in the previous quarter.  
Reflecting strong equity trading volume discussed earlier, commission and fee income was $7.6 
billion in the third quarter of 2008 compared to $7.0 billion in the prior quarter and $7.2 billion 
in the same year-earlier period.  

NYSE-Reporting Broker Dealers Quarterly Net Revenues*
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The most significant dollar losses were in trading, underwriting and other revenue related to 
the securities business.  In 3Q’08, trading losses were $17.5 billion, worse than the $4.1 billion 
loss in the prior quarter, but better than the record high loss of $25.7 billion in the first quarter 
of 2008.  With widespread deleveraging and liquidity in many markets wiped out financial 
assets were sold at steep discounts.  The fixed income markets had a particularly rough third 
quarter, which explains why debt trading was responsible for nearly 63 percent of the total 
trading losses.  Underwriting revenue was $3.6 billion, down 42.8 percent from $6.3 billion in 
the previous quarter and 21.3 lower than in the same year-earlier period.  Other revenues 
related to the securities business, which include M&A, prime brokerage, private equity and 
financial structuring, among other corporate financial advisory services, declined 11.8 percent 
from 2Q’08 and was down 40.2 percent compared with results for 3Q’07. 

NYSE-Reporting Broker Dealers Quarterly Trading Gains 
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Total expenses for NYSE-reporting firms continued to decline since hitting a record high of 
$104.6 billion in 4Q’07.  In the third quarter of 2008, total expenses were $54.8 billion, 7.7 percent 
below the previous quarter and 33.7 percent lower than in 3Q’07.  Compensation costs were 
$14.9 billion, a 16.2 percent decrease compared to 2Q’08, but 13.3 percent above the same period 
in 2007.  Floor costs totaled $1.9 billion, up 5.4 percent relative to the previous quarter, but 4.3 
percent below the same year-earlier period.  The largest decline in dollar terms was in interest 
expense, which fell 9.4 percent or $2.9 billion to $28.1 billion in the third quarter of 2008, 
reflecting deleveraging and lower interest rates.   

 

Paul Rainy 
Research Analyst 
prainy@sifma.org 
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Source: SIFMA DataBank 
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Source: SIFMA DataBank 
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SECURITIES INDUSTRY EMPLOYMENT UPDATE 
 

Summary 
The U.S. Department of Labor’s Bureau of Labor Statistics (BLS) estimated national securities 
industry employment decreased in December by 0.2 percent from November’s level.1  In fourth 
quarter 2008, the national securities industry headcount securities industry decreased from the 
third quarter by 0.9 percent, or 7,800 jobs.  Securities industry employment in New York State 
and New York City decreased in November by 1.0 percent and 0.8 percent, or 1,900 and 1,400 
jobs, respectively.  December data is not yet available.   

U.S. Employment 
National securities industry employment reached a record high of 869,800 jobs in second 
quarter 2008, but has since contracted by 3.1 percent, or 27,200 jobs, to 842,600 in the fourth 
quarter.  In December 2008, the U.S. securities industry headcount decreased by 1,700 jobs, or 
0.2 percent, and year-end headcount was 13,100 lower then in 2007.  Securities industry 
employment had gradually trended upward during the 31 months since the end of the previous 
employment downturn, when the industry lost 89,900 jobs, or 10.7 percent of its total workforce.  
From the October 2003 nadir of 751,000 jobs through the recent high on June 2008, the securities 
industry gained 118,800 jobs, a full recovery of the jobs lost between the peak of 840,900 in 
March 2001 and the trough of October 2003, and an additional gain of 28,900 jobs above that 
previous record.  National securities industry employment currently stands at 1,700 over that 
March 2001 high.   

The U.S. economy struggled in 2008, losing roughly 2.5 million jobs, of which 1.9 million were 
lost in the last four months of the year.  With consumer spending declining, the number of 
bankruptcy filings rising and the national unemployment rate reaching 7.2 percent in 
December, a 16-year high, 2009 will likely continue to be very difficult for consumers and 
businesses.  Despite the current economic woes, most economists feel that the U.S. economy will 
begin to recover sometime in the second half of 2009.2  Since the beginning of 2008 through 
December, the financial services sector has announced 154,959 job cuts in the Americas and 
225,060 worldwide.3 

                                            
1   BLS securities employment numbers are comprised of the total number of people on the payroll on the week of the 12th of 

every month, including those whose layoffs have been announced but are not yet effective and temporary workers hired 
in-house by the firm; as such, employment numbers may not accurately reflect the ongoing layoff announcements within 
the securities industry and larger financial sector. Recent national, state and city employment figures are all preliminary 
and subject to revision.  For more information about data collection, please contact the Bureau of Labor Statistics at 
(www.bls.gov).  

2 SIFMA’s “Economic Outlook,” December 15, 2008, (http://www.sifma.org/research/pdf/economic-outlook1208.pdf).  
3  According to Bloomberg and other media reports as of January 12, 2009.  
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Source: Bureau of Labor Statistics (BLS), U.S. Department of Labor 
 

The December 2008 BLS securities industry national headcount of 842,600 was still 0.2 percent 
above its previous peak level of 840,900 set in March 2001, although below the 869,800 recorded 
in June.  
 

 
Source: BLS (Year-end data) 
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New York State Employment 
BLS estimated that securities industry headcount in New York State decreased by 1.0 percent, or 
1,900 jobs in November, bringing the number of securities industry positions to 195,100 from 
October’s level of 197,000.  For the year-through-November, the securities industry lost 13,000 
jobs in New York State, decreasing headcount by 6.2 percent.   

 
Source: BLS  
 

The November 2008 securities industry headcount of 195,100 jobs in New York State was 10.0 
percent below the monthly peak of 216,700 reached in December 2000.  The 28-month job 
recession that followed the 2000 peak reduced the industry’s headcount by 19.5 percent, or 
42,200 jobs, before ending in April 2003 at an employment level of 174,500. Since then, 
employment in the securities industry in New York had steadily increased, peaking in July 2007 
at 213,000 jobs, regaining 75.4 percent of the jobs lost during that industry recession.  As of end-
November 2008, securities employment has declined 8.4 percent from that July 2007 cyclical 
high.   
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Source: BLS (Year-end data)        
 

After decades of decline, New York State’s share of the national securities industry’s workforce 
trended upwards starting in 2001.  The latest available BLS figures show that in November 2008, 
however, New York State accounted for 23.1 percent of national securities industry jobs, down 
from 24.3 percent recorded at 2007 year-end.   

 
New York City Employment                                                                                                                                
According to BLS data, New York City’s securities industry employment decreased by 0.8 
percent in November from October’s level.  The securities industry’s headcount in New York 
City was 170,100 at end-November, a decrease of 1,400 jobs compared to the prior month’s 
level.  Year-through-November, the securities industry shed 16,000 jobs in New York City 
compared to the addition of 5,000 jobs during the same year-earlier period.   

From the monthly high of 191,800 in August 2007 to end-November 2008, New York City has 
lost 21,700 (11.3 percent) securities industry jobs.  Industry employment in New York City had 
been trending upward, although it peaked at 15.1 percent below the peak level reached in 
December 2000.  Ten years ago, New York City accounted for 25.9 percent of nationwide 
securities jobs compared with 20.1 percent at end-November.   
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Source: BLS  
      

 
Source: BLS (Year-end data) 
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SECURITIES INDUSTRY EMPLOYMENT 
September 2000 – December 2008 

 
     Source: BLS 
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