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FICC Revenue Growth Has Been Strong 

Annual FICC Trading Revenues For 10 Top Investment Banks

Notes: Peer group includes BSC, GS, LEH, MER, MS, C, JPM, CS, DB, and UBS.
C includes Fixed Income Markets revenues. DB includes Sales & Trading (debt & other products) revenues. GS includes FICC revenues. LEH includes 
Fixed Income Trading Revenues. JPM includes Fixed Income Markets revenues. MS includes Fixed Income revenues. UBS includes Fixed Income, Rates & 
Currencies revenues. MER includes Debt Markets revenues. CS includes Fixed Income revenues. BSC includes Fixed Income revenues. Revenues for non-
US firms have been converted to US dollars using the average exchange rate for each year. 
Source for all charts: Company financials and UBS estimates
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FICC Revenue Contribution Has Increased

Annual FICC Trading Revenues as a % of Total Capital Markets Revenues

Notes: Peer group includes BSC, GS, LEH, MER, MS, C, JPM, CS, DB, and UBS.
C includes GCIB, GWM, and Alternative Investments. DB includes total firm revenues. GS includes total firm revenues. LEH includes total firm revenues. 
JPM includes Investment Bank, Asset & Wealth Management, and Private Equity revenues. MS includes Institutional Securities, Global Wealth 
management, and Asset Management revenues. UBS includes Investment Bank, Global Wealth Management, and Global Asset Management revenues. 
MER includes total firm revenues.. CS includes Investment Bank, Wealth Management and Private Wealth Management revenues. BSC includes total 
firm revenues. Revenues for non-US firms have been converted to US dollars using the average exchange rate for each year.
Source for all charts: Company financials and UBS estimates
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FICC Has Become Much More Diversified 
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Notes: Peer group includes BSC, GS, LEH, MER, MS, C, JPM, CS, DB, and UBS.
C includes Fixed Income Markets revenues. DB includes Sales & Trading (debt & other products) revenues. GS includes FICC revenues. LEH includes 
Fixed Income Trading Revenues. JPM includes Fixed Income Markets revenues. MS includes Fixed Income revenues. UBS includes Fixed Income, Rates 
& Currencies revenues. MER includes Debt Markets revenues. CS includes Fixed Income revenues. BSC includes Fixed Income revenues. Revenues for 
non-US firms have been converted to US dollars using the average exchange rate for each year. 
Source for all charts: Company financials and UBS estimates
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Note: Other includes FID Corporate and Other Allocation.
Source Lehman Brothers, UBS

FICC Is Less Correlated Than Perceived
Lehman’s Detrended Correlation of Major Fixed Income Business Revenues: 2002–2006

Interest 
Rate 

Products 
1.00            

CDOs (0.20) 1.00           

High 
Grade 

0.67 0.01 1.00          

Structured 
Finance 

(0.10) 0.65 0.06 1.00         

Real Estate (0.07) 0.15 (0.16) (0.19) 1.00        

Mortgages 0.26 (0.26) (0.19) 0.02 (0.13) 1.00       

High Yield 0.25 (0.51) 0.22 (0.07) (0.56) 0.25 1.00      

Municipal 
Bonds 0.52 0.10 0.38 0.38 (0.29) 0.13 0.49 1.00     

F/X 0.18 0.11 0.42 0.17 0.48 (0.10) (0.26) 0.10 1.00    

FID Prime 
Services 0.04 0.15 0.05 0.30 0.32 (0.09) 0.07 (0.01) 0.37 1.00   

Proprietary (0.19) (0.27) 0.01 (0.23) (0.45) (0.15) 0.39 0.12 (0.26) (0.34) 1.00  

Other (0.41) (0.06) (0.21) 0.01 (0.17) (0.47) (0.01) (0.28) (0.22) 0.12 (0.05) 1.00 
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F/X FID Prime 
Services 

Proprietary Other 

Source: Lehman Brothers, UBS 

Note:  Other includes FID Corporate and Other Allocation  
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We Think FICC Growth Should Continue 

♦ FICC continues to benefit from the structural growth in global markets

♦ Low rates & the demand for yield should continue to fuel growth

♦ Private equity will continue to drive leveraged finance

♦ The outlook for structural growth in commodities is favorable 

♦ Wider spreads / more volatility typically leads to more activity

♦ High yield / distressed activity should pick up further

♦ FX should benefit from active central banks

♦ Regulatory changes such as Basel II should accelerate disintermediation

US

Source: Lehman Brothers and UBS

Euro-Zone Japan
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But There Are Some Potential Headwinds 

♦ Mortgage originations / securitizations will likely decline

♦ CDO issuance will likely slow in the near term

♦ Residual interests / warehouse lines could cause headaches

♦ More importantly, repricing of risk could stunt revenue growth—non-investment 
grade issuance has outpaced investment grade

♦ Rate hikes/cuts speculation could move to a more neutral stance

♦ Amount of leverage in private equity led debt could go overboard

♦ Low rates & tight credit spreads won’t last forever
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2006 FICC Trading Revenues

3-Year CAGR in FICC Trading Revenues

2006 FICC Revenues &  3-Year CAGR

Notes: Peer group includes BSC, GS, LEH, MER, MS, C, JPM, CS, DB, and UBS.
C includes Fixed Income Markets revenues. DB includes Sales & Trading (debt & other products) revenues. GS includes FICC revenues. LEH includes 
Fixed Income Trading Revenues. JPM includes Fixed Income Markets revenues. MS includes Fixed Income revenues. UBS includes Fixed Income, Rates 
& Currencies revenues. MER includes Debt Markets revenues. CS includes Fixed Income revenues. BSC includes Fixed Income revenues.*Revenues for 
non-US firms have been converted to US dollars using the average exchange rate for 2006. 
Source for all charts: Company financials and UBS estimates
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Contact information
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Mr. Schorr is a managing director in the financials group of UBS Investment Research. An 
analyst since 1998, Mr. Schorr specializes in the coverage of brokers and asset managers. 
In 2005, he ranked second in the brokers and asset managers category of the Institutional 
Investor All-America Research Team.

Prior to joining UBS, Mr. Schorr was a financial services analyst at Deutsche Bank and a 
fixed income portfolio manager for MD Sass Investors. He began his career at J.P. Morgan 
Chase (formerly Chase Manhattan Bank) as an assistant treasurer in the Global Securities 
Services Division.

Mr. Schorr holds a B.S. degree in finance from Binghamton University. He is a chartered 
financial analyst (CFA) charterholder.
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This material has been prepared by UBS Securities LLC, an affiliate of UBS AG (UBS). In certain countries UBS AG is referred to as UBS SA.

This report is for distribution only under such circumstances as may be permitted by applicable law. It has no regard to the specific investment objectives, financial situation or particular needs of any specific recipient. It is 
published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. No representation or warranty, either express or implied, is 
provided in relation to the accuracy, completeness or reliability of the information contained herein, except with respect to information concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete 
statement or summary of the securities, markets or developments referred to in the report. The report should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in 
this report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of UBS as a result of using different assumptions and criteria. The analysis contained 
herein is based on numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales 
personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep current the information contained herein. UBS relies on 
information barriers to control the flow of information contained in one or more areas within UBS, into other areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this report is determined 
exclusively by research management and senior management (not including investment banking). Analyst compensation is not based on investment banking revenues, however, compensation may relate to the revenues of 
UBS Investment Bank as a whole, of which investment banking, sales and trading are a part.

The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is 
considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates and other market conditions. Past performance is not 
necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report. For investment advice, trade execution 
or other enquiries, clients should contact their local sales representative. Neither UBS nor any of its affiliates, nor any of UBS' or any of its affiliates, directors, employees or agents accepts any liability for any loss or damage 
arising out of the use of all or any part of this report. Additional information will be made available upon request.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC and/or UBS Capital Markets LP) acts as a market maker or liquidity provider (in 
accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in accordance with the definition given to it by the laws 
and regulations of any other EU jurisdictions, such information is separately disclosed in this research report.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS AG, to persons who are market counterparties or intermediate customers 
(as detailed in the FSA Rules) and is only available to such persons. The information contained herein does not apply to, and should not be relied upon by, private customers. UBS Limited is regulated by the FSA. France:
Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France SA. UBS Securities France S.A. is regulated by the the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. 
has contributed to this report, the report is also deemed to have been prepared by UBS Securities France S.A. Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschland 
AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities España SV, SA. UBS Securities España SV, SA is regulated by 
the Comisión Nacional del Mercado de Valores (CNMV). Russia: Prepared and distributed by the Moscow Representative Office of UBS Cyprus Moscow Limited. Switzerland: Distributed by UBS AG to persons who are 
institutional investors only. Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS Italia Sim S.p.A.. UBS Italia Sim S.p.A. is regulated by the Bank of Italy and by the Commissione Nazionale per le Società e la 
Borsa (CONSOB). Where an analyst of UBS Italia Sim S.p.A. has contributed to this report, the report is also deemed to have been prepared by UBS Italia Sim S.p.A.. South Africa: UBS South Africa (Pty) Limited (Registration 
No. 1995/011140/07) is a member of the JSE Limited, the South African Futures Exchange and the Bond Exchange of South Africa. UBS South Africa (Pty) Limited is an authorised Financial Services Provider. United States:
Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a “non-US 
affiliate”), to major US institutional investors only. UBS Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a report prepared by another non-US affiliate when distributed to US persons by 
UBS Securities LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this report must be effected through UBS Securities LLC or UBS Financial Services Inc., and not through a non-US 
affiliate. Canada: Distributed by UBS Securities Canada Inc., a subsidiary of UBS AG and a member of the principal Canadian stock exchanges & CIPF. A statement of its financial condition and a list of its directors and senior 
officers will be provided upon request. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities Pte. Ltd or UBS AG, Singapore Branch. Japan: Distributed by UBS Securities Japan 
Ltd to institutional investors only. Australia: Distributed by UBS AG (Holder of Australian Financial Services Licence No. 231087) and UBS Securities Australia Ltd (Holder of Australian Financial Services Licence No. 231098) 
only to “Wholesale” clients as defined by s761G of the Corporations Act 2001. New Zealand: Distributed by UBS New Zealand Ltd.

© 2007 UBS. All rights reserved. This report may not be reproduced or redistributed, in whole or in part, without the written permission of UBS and UBS accepts no liability whatsoever for the actions of third parties in this 
respect.
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