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Other 37,186 39,735 124,738 100,421 Canada and overseas. In addition, total client assets are
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DEAR SHAREHOLDER,

As | read last year's fourth quarter report, | realized that the sub-
prime crisis had begun to manifest itself in the summer of 2007.
Little did we know that its impact would cause paralysis in the
auction rate securities market, distortions in the valuations of all
mortgage-backed securities, money market funds to break their
nominal values, the failure of prestigious financial institutions,
bailouts of Fannie Mae and Freddie Mac, massive injections of
government capital into the financial markets to stabilize our
banking system, and global financial and economic chaos. Although
market volatility has been frighteningly violent and the equity
market losses during our 2008 fiscal year were a dismal 23.6%
in the S&P 500 Index, Raymond James is still here and profitable.
Although our results were damaged by the widespread fallout, our
conservative principles have served us well and our 2008 annual
net income was only down 6% from last year's record.

In the fourth quarter, net revenues were flat with last year's
comparable quarter and down 7% from the June quarter. As
losses in the equity and bond markets reached material propor-
tions, retail client activity declined, and commissions and fees
fell 2% from last year's level, in spite of impressive levels of
institutional commissions. Hence, net income dropped 22% to
$49 million. Diluted earnings per share were $0.41 contrasted to
$0.53 last year. That decline reflected a higher-than-normal tax
rate of 41%, resulting from the non-deductibility of certain losses
in company-owned life insurance investments, most of which are
related to compensation programs.

Needless to say, when the markets decline dramatically, almost all
phases of the securities business are negatively affected. Invest-
ment banking revenues were off 39% as underwriting activity
virtually stopped. When assets under management decline,
investment advisory fees decline. Volatile trading markets engen-
dered trading losses, even though our inventories were very low,
as hedging techniques proved unreliable. Financing costs for
financial services companies rose, if funds were available at all.

The only bright light in the quarter was Raymond James Bank.
Although there has been an understandable increase in delinquent
retail mortgage loans, our selective underwriting practices and
relatively small development loan portfolio have limited actual
charge-offs to low levels thus far. As a result, Raymond James

Bank increased its pre-tax contribution to net income from $2
million last year to $34 million this year, approximately offsetting the
declines in the securities-related segments.

Even though results for the 2008 fiscal year were beset with the
same factors, net revenues grew 8% to $2.8 billion and net income of
$235 million only trailed last year's record net income by 6%. Diluted
earnings per share were $1.97, down from $2.11 last year. The after-
tax margin on net revenues was a healthy 8.4%. Accordingly, book
value per share rose to $16.18 at year-end. The rate of return on
average equity was 13%. Although under our objective of 15% to
20%, in light of the turmoil and comparable performance of other
financial services companies, I'm pleased with the financial results.

More important, the underlying fundamental elements of future
growth are still in place. The chaos in the financial markets has led to
unprecedented recruiting activity of financial advisors, institutional
sales people, public finance bankers and investment bankers. Over
the year, our global total of financial advisors grew from 4,758 to
5,045, Although the costs of the additional advisors and related new
offices reduces current margins, we should earn good long-term
returns once more favorable conditions return to the market.

There were a number of significant events in the quarter. Begin-
ning with those on the negative side of the ledger, we continue
to struggle with the auction rate securities issue as issuers have
been frustrated by the fragile conditions in the credit markets and
their refinancing efforts, with a few exceptions, have been stalled.
Although investors as a group have received more than half of their
original investments, we empathize with those that have had their
funds frozen and have maintained our efforts with other firms,
industry trade organizations and government agencies to identify a
method of expediting recovery. At the same time, we have been in
conversations with regulators to reach a solution.

Our majority-owned Turkish subsidiary has been shut down pending
the imminent court decision on our tax liability. As we have reported,
we don't plan to re-establish operations unless we receive a favor-
able decision. We took appropriate reserves some time ago.

On a more positive note, in addition to Raymond James" recent
ranking as “Highest in Investor Satisfaction with Full Service
Brokerage Firms,” according to J.D. Power and Associates,

Raymond James & Assaciates has been recognized by J.D. Power
as “Highest in Employee Advisor Satisfaction among Financial
Investment Firms” in a tie with Edward Jones.

In August, six Raymond James Financial Services financial advi-
sors — Gerry Klingman, Mal Makin, Van Pearcy, Randy Carver,
Mark Smith and Jack Harmon — were recognized in Barron’s list
of “America’s Top 100 Independent Advisors,” which is based on
assets under management, contribution to the firm's revenues
and profits, and indications of service quality. In addition, 27 advi-
sors affiliated with RJFS were named to Registered Rep.’s list of
“Top 100 Independent Financial Advisors,” published August 1.

Raymond James received a perfect 100% score in the 2009
Human Rights Campaign Corporate Equality Index. This index,
which is created by the Nation's largest human rights foundation,
ranks hundreds of corporations based on their diversity policies.

Our Equity Research Department’s Focus List was recently
recognized in Barron’s ranking of brokers’ stock recommen-
dations as the only one to show a positive return during the
recent six-month period from December 31, 2007, to June 30,

Assets:
Cash and Cash Equivalents
Assets Segregated Pursuant to Regulations
Securities Purchased Under Agreements to Resell
Financial Instruments
Receivables
Property and Equipment, Net
Other Assets

2008. Furthermore, Raymond James’ research was rated
first for the 12-month period ended June 30.

While | appreciate the recognition, I'd trade it all for some stability
and a return to normality in the economy and financial markets.
Since the global economy has only recently begun to reflect the
financial crisis, we expect corporate earnings to decline, unem-
ployment to increase and the market to continue to be volatile for
six to 12 more months. Consequently, it is likely that fiscal 2009
will be challenging for Raymond James Financial and the rest of
the financial services industry. We expect bank growth to offset
some of the anticipated weakness in securities activities. In addi-
tion, the tumultuous conditions will create some attractive oppor-
tunities, of which we plan to take advantage. In the meantime,
we will continue to operate with conservative business practices
to avoid as much of the collateral damage as possible.

Sincerely,

Chr
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Thomas A. James

Chairman and CEO
November 5, 2008

$ 3,207493 $ 644,943
4,311,933 4,127,667
950,546 1,295,004
960,312 1,128,350
10,175,272 8,204,866
192,450 166,963
949,005 686,375

$ 20,747,011 $ 16,254,168

Liabilities and Shareholders’ Equity:

Loans Payable $ 2,314,788 $ 239,119
Payables 15,679,836 13,120,172
Trading Securities Sold But Not Yet Purchased 162,650 149,729
Securities Sold Under Agreements to Repurchase 122,728 393,282
Other Liabilities 345,782 364,382
Total Liabilities 18,625,784 14,266,684
Minority Interest 237,322 229,670
Shareholders’ Equity 1,883,905 1,757,814

$ 20,747,011 $ 16,254,168




