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By David Henny

Sept .  22 (Bloombeng)  - -  Jef fen ies Gnoup Inc. ,  the f i rs t  Wal l  Stneet  f i rm to
nelease th i rd-quanter  nesul ts ,  fe I I  the most  in  two months in  New York tnading
af ten repor- t ing eannings that  missed analysts '  est imates on a dnop in  tnading
nevenue.

Jef fen ies decl ined 5.2 percent  on the repor t ,  which showed a 46 percent  drop
in th ind-quanter  net  income.  Pnof i t  fon the thnee months ended Aug.  3L fe I I  to
$46.3 mi l l ion,  or  23 cents a share,  f rom $86.3 mi l l ion,  or  42 cents,  a  yean
ear l ien,  when the quanten ended on Sept .  30,  the New York-based company sa id
today in a statement. The avenage estimate of seven analysts sunveyed by
Bloomberg was 30 cents a shane.

Tnading nevenue fnom stocks and bonds s l id  5L pencent  to  $273.L mi l l ion at
Jef fen ies,  which has re l ied on s tock and bond mankets fon mone than 80 pencent  of
revenue s ince 2008.  Industnywide bond- tnading vo lume decl ined L2 pencent  in  the
peniod,  acconding to  Tnace,  the bond-pr ice nepor t ing system of  the F inancia l
Regulatory Authoni ty .  U.S.  equi ty  underwni t ing fe l l  15 pencent ,  acconding to  data
compiled by Bloomberg.

"Tnading vo lumes acnoss the boand wene painfut ly  s low duning the months of
June,  Ju ly  and August , "  Chief  Execut ive Of f icen Rich Handlen,  49,  sa id in  the
statement. "The nonmal seasonal slowdown was exacenbated by continued concenns
oven the s tate of  the g lobal  economy."

Jef fen ies fe l t  $1.25 to  $23 in  composi te  tnading on the New Yonk Stock
Exchange  a t  4 :15  p .m. ,  a f te r  reach ing  $22 .47  ea r l i e r  t oday .  The  shanes  wene  up
2.2 percent for the yean befone today.

Banking Revenue

Investment-banking revenue mone than doubled to  $246.2 mi l l ion,  inc lud ing an
incnease of  $105.9 mi l l ion in  fees fnom advis ing on mergers and acquis i t ions and
nestnuctunings.

The investment-banking results got a boost from fees fon advising XTO Enengy
Inc.  on i ts  $35 b i l l ion sa le,  which c losed June 28,  to  Exxon Mobi l  Conp,  company
of f ic ia ls  sa id on a confenence ca l l  today.  Jef fen ies 's  fee fnom the deal  was $24
mil l ion, according to a pnoxy statement f i led by XTO.

Employee compensation costs wene 59 pencent of net nevenue, companed with 55
pencent  a yean eanl ien.  le f fen ies 's  s tated tanget  range fon the nat io  is  55
pencent  to  58 percent .

The f inm in Apnil  changed the end of i ts f iscal year to Novemben and today
companed its nesults to the 2OO9 quanter that ended in Septemben. leffenies now
neponts eannings a month eanl ien than most  othen Wal I  Stneet  f inms.



"Just  about  everyone is  go ing to  have negat ive companisons for  the quantenr"
Chnis  Kotowski ,  an analyst  a t  Oppenheimen & Co. ,  sa id in  an in terv iew before
earn ings were neleased.  " I t  was a neal ly  s low summen."

Economic Sta l l

Concenn that  the U.S.  and g lobal  economies were s ta l l ing d iscounaged many
investons fnom buying s tocks duning the quar ter ,  Handlen sa id on the ca l1.  The
avenage estimate fon leffenies eannings fon the peniod declined 12 pencent fnom
June 22 thnough yestenday,  acconding to  Bloombeng data.

Jef fer ies incneased i ts  s taf f  31 pencent  in  20 months to  2,97L people in  a
drive to pick up capacity fnom fai led investment banks and profi t  fnom a necovery
in the f inancia l -  senvices industny.  The h in ing "has made i t  h igh ly  levenaged to
a capi ta l -  mankets necoveny,  and we ane just  not  there y€t r "  Steve Ste lmach,  an
Ar l ington,  V ingin ia-based analyst  a t  FBR Capi ta l  Markets ,  wnote in  a Sept .  17
nepor t .  le f fen ies won' t  nevense i ts  expansion,  Handlen sa id on the caI I .
"We are not  neth ink ing anyth ing that  we have done because we have incnedib le
traction with a vaniety of people and a variety of businesses that we feel great
abou t r "  Hand le r  sa id .

Long-Tenm Value

The company is  tny ing to  balance the need for  shor t - term nesul ts  wi th  the
goal  o f  creat ing long- term value,  he sa id.  "We might  s low th ings down i f  i t
cont inues to  be as chal lenging as i t  is ,  but  rea l ly  i t  is  a  balanc ing act r "
Hand len  sa id .

Non-compensat ion expenses increased 25 percent  to  $134.6 mi l l ion on
technology and te lecommunicat ions costs  to  suppont  an expansion abroad,  the
company sa id.  Those costs  are unl ike ly  to  go down soon,  Chief  F inancia l  Of f icen
Peregr lne "Peg" C.  de M.  Bnoadbent  sa id on the caI I .

Jef fen ies '  expansion wi l l  u l t imate ly  pay of f ,  Bynon Sniden,  co- founder  of
West  Oak Capi ta l  LLC Pantnens,  sa id in  an in tenv iew af ten the repont .

'Qui te  Pat ient '

" I  am qui te  pat ient , "  sa id Sniden,  who said Jef fer ies is  h is  f inm's langest
posit ion. Low bonnowing costs and mounting corporate cash wil l  nesult in mone M&A
advisory nevenue fon investment  banks such as le f fen ies.  "Deals  ovenseas are
going to  p ick up,"  Sniden sa id.  la lest  Oak,  based in  West lake Vi l lage,  Cal i fonnia,
holds 1.56 mi l l ion shanes,  on 0.91 pencent  of  le f fen ies,  accord ing to  data
compiled by Bloombeng.

Dur ing the thnee months covened by the eannings repont ,  the Standard &
Poor 's  5OO stock index lost  3 .68 percent  as avenage dai ly  t rad ing vo lume in
stocks in  the index decl ined 17 pencent  fnom the prev ious three months,  accord ing
to Bloomberg data.

Jef fer ies 's  eannings ane usefu l  as "an impenfect  data point "  in  ant ic ipat ing
tnading nesults to be announced next month by other hial l  Street f inms, Kotowski



said. The report includes two of the thnee months that wil l  be covened in other
f i rms 'nesul ts .  le f fen ies 's  mix of  bus iness tends to  be mone domest ic  and mone
tied to high-yield bond mankets than biggen f inms, he said.

Jef,fenies had $32 bit l ion of assets at the end of May, placing it  between
Mongan Stanley, with $809 bi l l ion of assets, and Stifel Financial Corp., an
investment  bank based in  St .  Louis ,  wi th  $3.37 b i l l ion,  acconding to  Bloombeng
data.
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