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The information in this preliminary prospectus supplement is not complete and may be changed. This preliminary
prospectus supplement and the accompanying prospectus are not an offer to sell these securities and we are not
soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

Subject to completion

Preliminary Prospectus Supplement dated November 3, 2014

P R O S P E C T U S    S U P P L E M E N T

(To Prospectus dated June 29, 2012)

$        

    % Senior Notes due        

We are offering $         million aggregate principal amount of     % Notes due             . We will pay interest on the
notes on             and             of each year, beginning             ,             . The notes will mature on             ,             . We
may redeem the notes at any time on or after             ,             (three months prior to the maturity date of the notes), in
whole or in part, at the redemption price described in �Description of the Notes�Optional Redemption by Us� beginning
on page S-12 of this prospectus supplement.

The notes will be our senior unsecured obligations and will rank equally in right of payment with our other existing
and future senior unsecured indebtedness. The notes will be effectively subordinated to our existing and future secured
indebtedness to the extent of the assets securing that indebtedness and will be structurally subordinated to all existing
and future obligations of our subsidiaries. The notes will be issued only in registered form in minimum denominations
of $2,000 and integral multiples of $1,000 in excess thereof.

Investing in the notes involves risks that are described in the ��Risk Factors�� section beginning on page S-5 of this
prospectus supplement, in addition to the risk factors that are incorporated by reference into this prospectus
supplement and the accompanying prospectus.
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Per Note Total
Public offering price (1) % $
Underwriting discount % $
Proceeds, before expenses, to us (1) % $

(1) Plus accrued interest from                     , 2014, if settlement occurs after that date

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus supplement or the accompanying prospectus is truthful or complete.
Any representation to the contrary is a criminal offense.

The notes are not savings accounts, deposits or other obligations of a bank and are not insured or guaranteed by the
Federal Deposit Insurance Corporation or any other governmental agency or instrumentality.

We do not intend to list the notes on any securities exchange or include the notes in any automated quotation system.
Currently, there is no public market for the notes.

The notes will be ready for delivery in book-entry form only through the facilities of The Depository Trust Company
for the accounts of its participants, including Euroclear Bank S.A./N.V., as operator of the Euroclear System, and
Clearstream Banking, société anonyme, on or about                     , 2014.

Joint Book-Running Managers

BofA Merrill Lynch Citigroup Deutsche Bank Securities

The date of this prospectus supplement is                     , 2014.
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About this Prospectus Supplement

This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this
offering of notes and also adds to and updates information contained in the accompanying prospectus and the
documents incorporated by reference in this prospectus supplement and the accompanying prospectus. The second
part is the accompanying prospectus, which gives more general information, some of which does not apply to this
offering.

If the description of this offering varies between this prospectus supplement and the accompanying prospectus, you
should rely on the information contained in this prospectus supplement.

You should rely only on the information contained or incorporated by reference in this prospectus supplement
and the accompanying prospectus or any free writing prospectus filed with the Securities and Exchange
Commission, or SEC. We have not, and the underwriters have not, authorized any other person to provide you
with different or additional information. This document may only be used where it is legal to sell these
securities. We are not, and the underwriters are not, making an offer of these securities in any state or
jurisdiction where the offer is not permitted. You should assume that the information contained or
incorporated by reference in this prospectus supplement or the accompanying prospectus is accurate only as of
their respective dates. Our business, financial condition, results of operations and prospects may have changed
since those dates.

Unless the context requires otherwise, each reference in this prospectus supplement to �we,� �us,� �our,� �Discover,� �DFS� or
�the Company� means Discover Financial Services and its consolidated subsidiaries and each reference to �Discover
Bank� means Discover Bank.

You should not consider any information contained or incorporated by reference in this prospectus supplement or the
accompanying prospectus to be investment, legal or tax advice. You should consult your own counsel, accountant and
other advisors for legal, tax, business, financial and related advice regarding the purchase of the notes. We are not
making any representation to you regarding the legality of an investment in the notes by you under applicable
investment or similar laws.

You should read and consider all information contained or incorporated by reference in this prospectus supplement
and the accompanying prospectus before making your investment decision.

S-1
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Summary

The following summary includes basic information about our company and this offering. It may not contain all of the
information that is important to you. For a more complete understanding of our company and this offering, we
encourage you to read this entire prospectus supplement and the accompanying prospectus carefully, including the
documents incorporated by reference in the accompanying prospectus.

Discover Financial Services

Discover Financial Services (�DFS�) is a direct banking and payment services company. DFS is a bank holding
company under the Bank Holding Company Act of 1956 as well as a financial holding company under the
Gramm-Leach-Bliley Act and therefore is subject to oversight, regulation and examination by the Board of Governors
of the Federal Reserve System. Through its Discover Bank subsidiary, a Delaware state-chartered bank, DFS offers
customers credit card loans, private student loans, personal loans, home equity loans and deposit products. Through its
Discover Home Loans, Inc. subsidiary, DFS offers customers its home loans. DFS had $67.4 billion in loan
receivables and $28.8 billion in deposits issued through direct-to-consumer channels and affinity relationships at
September 30, 2014. Through its DFS Services LLC subsidiary and its subsidiaries, DFS operates the Discover
Network, the PULSE network (�PULSE�), and Diners Club International (�Diners Club�). The Discover Network is a
payment transaction processing network for Discover-branded credit cards and credit, debit and prepaid cards, issued
by third parties, which DFS refers to as network partners. PULSE operates an electronic funds transfer network,
providing financial institutions issuing debit cards on the PULSE network with access to ATMs domestically and
internationally, as well as point-of-sale terminals at retail locations throughout the U.S. for debit card transactions.
Diners Club is a global payments network of licensees that issue Diners Club branded charge cards and/or provide
card acceptance services.

DFS manages its business activities in two segments: Direct Banking and Payment Services. Its Direct Banking
segment includes Discover-branded credit cards issued to individuals and small businesses on the Discover Network
and other consumer banking products and services, including private student loans, personal loans, home loans, home
equity loans, prepaid cards and other consumer lending and deposit products. DFS� Payment Services segment includes
PULSE, Diners Club and its network partners business, which includes credit, debit and prepaid cards issued on the
Discover Network by third parties. This segment also includes the business operations of Diners Club Italia S.r.l.,
which primarily consist of issuing Diners Club charge cards.

DFS was incorporated in Delaware in 1960. DFS� principal executive offices are located at 2500 Lake Cook Road,
Riverwoods, Illinois 60015. DFS� main telephone number is (224) 405-0900.

S-2
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The Offering

The following summary is qualified in its entirety by reference to the more detailed information appearing elsewhere
in this prospectus supplement and the accompanying prospectus. For more information concerning the notes, see
�Description of the Notes.�

Issuer Discover Financial Services.

Notes Offered $         aggregate principal amount of     % Senior Notes due             .

Maturity Date The notes will mature on             ,             .
Interest Payment

Dates The notes will bear interest at the rate of     % per year from the original
issuance date. We will pay interest on the notes semi-annually in arrears
each             and             . We will make the first interest payment on
            ,             .

Use of Proceeds We estimate that our net proceeds from this offering will be
approximately $         million (after deducting underwriting discounts
and commissions and estimated offering expenses). We intend to use
the net proceeds from this offering for general corporate purposes. For
more information, see �Use of Proceeds� in this prospectus supplement.

Ranking The notes will be our senior unsecured obligations. They will rank
equally in right of payment with our existing and future senior
unsecured indebtedness. The notes will be effectively subordinated to
any of our existing and future secured debt, to the extent of the value of
the collateral securing such debt, and will be structurally subordinated
to all existing and future obligations of our subsidiaries. See �Description
of the Notes�Ranking� in this prospectus supplement.

As of September 30, 2014, at the parent holding company level, DFS
had $1.1 billion of senior indebtedness, without giving effect to this
offering, and no secured indebtedness. As of September 30, 2014,
excluding intercompany amounts, our subsidiaries had $68.0 billion of
total indebtedness and other liabilities, including deposits.
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Optional Redemption We may redeem the notes at any time on or after             ,              (three
months prior to the maturity date of the notes), in whole or in part, at a
redemption price equal to 100% of the principal amount of the notes to
be redeemed, plus accrued and unpaid interest thereon to the
redemption date. See �Description of the Notes�Optional Redemption by
Us� in this prospectus supplement.

Future Issuances We may from time to time, without notice to or consent of the holders
of the notes, issue additional notes with the same terms as the notes,
(except for the issue date, the date upon which interest begins to accrue
and, in some cases, the first interest payment date) and such additional
notes shall be consolidated with the notes issued in this offering and
form a single series.

S-3
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Covenants There are no covenants or other provisions in the indenture that would
afford holders of notes additional protection in the event of a
recapitalization transaction, a change of control of our company or a
highly leveraged transaction. See �Description of Debt Securities�Certain
Covenants�Restrictions on Consolidations, Mergers and Sales of Assets�
in the accompanying prospectus. In addition, the indenture includes a
restriction on our ability to secure indebtedness with the voting stock of
Discover Bank or any subsidiary succeeding to any substantial part of
the business now conducted by Discover Bank. See �Description of Debt
Securities�Certain Covenants�Negative Pledge� in the accompanying
prospectus.

Sinking Fund None.

Denominations The notes will be issued only in denominations of $2,000 and integral
multiples of $1,000 in excess of $2,000.

Form of Note We will issue the notes in the form of one or more fully registered
global notes registered in the name of the nominee of The Depository
Trust Company, or DTC.

Trustee U.S. Bank National Association.

U.S. Federal Income Tax Consequences You should consult with your tax advisor with respect to the U.S.
federal income tax considerations of owning the notes in light of your
own particular situation and with respect to any tax considerations
arising under the laws of any state, local, foreign or other taxing
jurisdiction. See �Material United States Federal Income Tax
Consequences.�

Governing Law The laws of the State of New York govern the indenture and the notes.

Listing We do not intend to list the notes on any exchange or to include the
notes in any automated quotation system.

S-4
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Risk Factors

Investing in the notes involves risks. You should consider carefully the risks described below and all of the
information contained in or incorporated by reference into this prospectus supplement and the accompanying
prospectus before deciding whether to purchase the notes. In addition, you should carefully consider, among other
things, the matters discussed under �Risk Factors� in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2013, which is incorporated by reference into this prospectus supplement and the accompanying
prospectus. Our business, financial condition or results of operations could be materially adversely affected by any of
these risks. The risks discussed below also include forward-looking statements and our actual results may differ
substantially from those discussed in these forward-looking statements. See �Special Note Regarding
Forward-Looking Statements.� The trading price of the notes may also be affected by the effects of these risks,
macroeconomic trends and our financial results, as well as differences between our actual results and expectations.

Your decision to purchase the notes should be made only after carefully considering the suitability of the investment
for you, in consultation with your own financial, legal, tax and other professional advisors. The notes are not an
appropriate investment for you if you are not knowledgeable about the significant features of the notes or financial
matters in general.

Risks related to the notes

We are a holding company that conducts all of our business through subsidiaries. The debt and other liabilities of
our subsidiaries will be effectively senior to the notes.

We conduct all of our business through our subsidiaries including Discover Bank, which represented 98% of our
assets as of September 30, 2014. Our cash flow and, consequently, our ability to pay interest in cash and to service our
debt, including the notes, are dependent to a certain extent upon the cash flow of our subsidiaries and the payment of
funds to us by those subsidiaries in the form of loans, dividends or otherwise. Our subsidiaries are separate and
distinct legal entities and have no obligation, contingent or otherwise, to pay any amounts due on the notes or to make
cash available for that purpose. In addition, Discover Bank and many of our operating subsidiaries are highly
regulated and may be subject to restrictions on their ability to pay dividends to us. These subsidiaries may use the
earnings they generate, as well as their existing assets, to fulfill their own direct debt service requirements.

The notes will be our senior unsecured obligations and will rank equally with all of our existing and future senior
unsecured indebtedness. To the extent that any of our subsidiaries have outstanding indebtedness, the notes will
effectively rank junior to such indebtedness and other liabilities, including deposits. As of September 30, 2014,
excluding intercompany amounts, our subsidiaries had $68.0 billion of total indebtedness and other liabilities,
including deposits. See �Description of the Notes�Ranking� in this prospectus supplement.

The notes will be effectively subordinated to all of our existing and future secured debt and to the existing and
future secured debt of our subsidiaries.

The notes are not secured by any of our assets or the assets of our subsidiaries. As a result, the indebtedness
represented by the notes will effectively be subordinated to any secured indebtedness we or our subsidiaries may
incur, to the extent of the value of the assets securing such indebtedness. As of September 30, 2014, we had no
secured indebtedness and our subsidiaries had $16.3 billion of long-term secured indebtedness. In the event of any
distribution or payment of our assets in any foreclosure, dissolution, winding up, liquidation or reorganization, or
other bankruptcy proceeding, any secured creditors would have a superior claim to the extent of their collateral. In the
event of the dissolution, a winding up, liquidation or reorganization, or other bankruptcy proceeding of a subsidiary,
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creditors of that subsidiary would generally have the right to be paid in full before any distribution is made to us or the
holders of the notes. If any of the foregoing occur, we cannot assure you that there will be sufficient assets to pay
amounts due on the notes.

S-5
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There are no covenants in the indenture governing the notes relating to our ability to incur future indebtedness or
pay dividends and limited restrictions on our ability to engage in other activities, which could adversely affect our
ability to pay our obligations under the notes.

The indenture governing the notes does not contain any financial covenants. The indenture permits us and our
subsidiaries to incur additional debt, including secured debt. Because the notes will be unsecured, in the event of any
liquidation, dissolution, reorganization, bankruptcy or other similar proceeding regarding us, whether voluntary or
involuntary, the holders of our secured debt will be entitled to receive payment to the extent of the assets securing that
debt before we can make any payment with respect to the notes. If any of the foregoing events occurs, we cannot
assure you that we will have sufficient assets to pay amounts due on our debt and the notes. As a result, you may
receive less than you are entitled to receive or recover nothing if any liquidation, dissolution, reorganization,
bankruptcy or other similar proceeding occurs.

The indenture does not limit our subsidiaries� ability to issue or repurchase securities, pay dividends or engage in
transactions with affiliates. Our ability to use our funds for numerous purposes may limit the funds available to pay
our obligations under the notes.

There may not be a public market for the notes and an active trading market for the notes may not develop.

The notes constitute a new issue of securities with no established trading market. We do not currently intend to apply
for listing of the notes on any securities exchange or to include the notes in any automated quotation system. We have
been advised by the underwriters that they presently intend to make a market in the notes after completion of the
offering. However, they are under no obligation to do so and may discontinue any market-making activities at any
time without any notice. Accordingly, no liquid market for the notes may develop, and any market that develops may
not last. If the notes are traded, they may trade at a discount from their offering price, depending on prevailing interest
rates, the market for similar securities, our performance and other factors. To the extent that an active trading market
does not develop, you may not be able to resell your notes at their fair market value or at all.

Interest rate risks may affect the value of the notes.

An investment in fixed-rate notes involves the risk that subsequent changes in market interest rates may adversely
affect the value of the fixed rate notes.

The notes will initially be rated below investment grade by one rating agency.

We are currently rated below investment grade by Moody�s Investor Services (�Moody�s�), and the notes will initially be
rated below investment grade by Moody�s. Our credit rating and the credit rating of the notes is investment grade by
both Standard & Poor�s and Fitch Ratings. There is no assurance that our credit rating, or the credit rating of the notes,
will be upgraded or, in the case of Moody�s, become investment grade in the future. Consequently, the notes may be
subject to a higher risk of price volatility than similar, higher-rated securities, particularly in volatile markets.
Additionally, any real or anticipated changes in the credit ratings assigned to the notes, or to our credit ratings
generally, could adversely affect the trading price of the notes.

Ratings only reflect the views of the issuing rating agency or agencies and such ratings could at any time be revised
downward or withdrawn entirely at the discretion of the issuing rating agency. Further, a rating is not a
recommendation to purchase, sell or hold any particular security, including the notes. In addition, ratings do not reflect
market prices or suitability of a security for a particular investor, and any rating of the notes may not reflect all risks
related to our business, or the structure or market value of the notes.
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Special Note Regarding Forward-Looking Statements

This prospectus supplement, the accompanying prospectus and the documents that we incorporate by reference into
this prospectus supplement and the accompanying prospectus contain or will contain certain statements that are
forward-looking within the meaning of the Private Securities Litigation Reform Act of 1995. These statements are not
guarantees of future performance and involve certain risks, uncertainties and assumptions that are difficult to predict.
Actual outcomes and results may differ materially from those expressed in, or implied by, our forward-looking
statements. Words such as �expects,� �anticipates,� �believes,� �estimates� and other similar expressions or future or
conditional verbs such as �will,� �should,� �would� and �could� are intended to identify such forward-looking statements. You
should not rely solely on the forward-looking statements, which are qualified in their entirety by reference to, and are
accompanied by, the important factors described in our Annual Report on Form 10-K for the year ended December 31,
2013 filed with the SEC on February 25, 2014, including under the headings �Risk Factors� and �Special Note Regarding
Forward-Looking Statements,� as updated by our other SEC filings filed after such Annual Report, including our
Quarterly Reports on Form 10-Q for the quarterly periods ended March 31, 2014, June 30, 2014 and September 30,
2014. You should consider all uncertainties and risks contained in or incorporated by reference into this prospectus
supplement and accompanying prospectus. Forward-looking statements speak only as of the date they are made, and
we undertake no obligation to update any forward-looking statement.

Possible events or factors that could cause results or performance to differ materially from those expressed in our
forward-looking statements include the following:

� changes in economic variables, such as the availability of consumer credit, the housing market, energy costs, the
number and size of personal bankruptcy filings, the rate of unemployment, the levels of consumer confidence and
consumer debt, and investor sentiment;

� the impact of current, pending and future legislation, regulation, supervisory guidance, and regulatory and legal
actions, including, but not limited to those related to financial regulatory reform, consumer financial services
practices, anti-corruption and funding, capital and liquidity;

� the actions and initiatives of current and potential competitors;

� our ability to manage our expenses;

� our ability to successfully achieve full card acceptance across our networks and maintain relationships with
network participants;

� our ability to sustain and grow our private student loan and mortgage loan products;

� losses as a result of mortgage loan repurchase and indemnification obligations to secondary market purchasers;

Edgar Filing: Discover Financial Services - Form 424B5

Table of Contents 14



� our ability to manage our credit risk, market risk, liquidity risk, operational risk, legal and compliance risk, and
strategic risk;

� the availability and cost of funding and capital;

� access to deposit, securitization, equity, debt and credit markets;

� losses as a result of mortgage loan repurchase and indemnification obligations to secondary market purchasers;

� the impact of rating agency actions;

� the level and volatility of equity prices, commodity prices and interest rates, currency values, investments, other
market fluctuations and other market indices;

S-7
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� losses in our investment portfolio;

� limits on our ability to pay dividends and repurchase our common stock;

� limits on our ability to receive payments from our subsidiaries;

� fraudulent activities or material security breaches of key systems;

� our ability to increase or sustain Discover card usage or attract new customers;

� our ability to maintain relationships with merchants;

� the effect of political, economic and market conditions, geopolitical events and unforeseen or catastrophic events;

� our ability to introduce new products or services;

� our ability to manage our relationships with third-party vendors;

� our ability to maintain current technology and integrate new and acquired systems;

� our ability to collect amounts for disputed transactions from merchants and merchant acquirers;

� our ability to attract and retain employees;

� our ability to protect our reputation and our intellectual property;

� difficulty obtaining regulatory approval for, financing, closing, transitioning, integrating or managing the expenses
of acquisitions of or investments in new businesses, products or technologies; and

� new lawsuits, investigations or similar matters or unanticipated developments related to current matters.
In addition, we routinely evaluate and may pursue acquisitions of or investments in businesses, products, technologies,
loan portfolios or deposits, which may involve payment in cash or our debt or equity securities.
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The foregoing review of important factors should not be construed as exclusive and should be read in conjunction
with the other cautionary statements that are included in or incorporated by reference into this prospectus supplement
and the accompanying prospectus. These factors expressly qualify all subsequent oral and written forward-looking
statements attributable to us or persons acting on our behalf. New factors emerge from time to time, and it is not
possible for us to predict all of such factors, nor can we assess the impact of each such factor on our business or the
extent to which any factor, or combination of factors, may cause our actual results to differ materially from those
contained in any forward-looking statements.

S-8
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Use of Proceeds

We estimate that our net proceeds from this offering will be approximately $         million (after deducting
underwriting discounts and commissions and estimated offering expenses). We intend to use the net proceeds from
this offering for general corporate purposes.

Ratio of Earnings to Fixed Charges

The following table sets forth our consolidated ratio of earnings to fixed charges for the periods indicated.

Nine
Months
Ended

September 30,
          2014          

Calendar
Year Ended

December 31,
        2013     

Fiscal Years Ended
November 30,

  2012    2011    2010    2009  
Ratio of earnings to fixed charges 4.7 4.4 3.8 3.4 1.8 2.7

S-9
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Capitalization

The following table sets forth our unaudited capitalization as of September 30, 2014 on an actual basis and on an as
adjusted basis to reflect the issuance and sale of the notes, after deducting the underwriting discounts and
commissions and before estimated offering expenses.

You should read this table in conjunction with our historical consolidated financial statements and related notes
thereto and �Management�s Discussion and Analysis of Financial Condition and Results of Operations� included in our
Annual Report on Form 10-K for the fiscal year ended December 31, 2013 and in our Quarterly Reports on
Form 10-Q for the quarterly periods ended March 31, 2014, June 30, 2014 and September 30, 2014 and in the other
documents incorporated by reference into this prospectus supplement and the accompanying prospectus. See �Where
You Can Find More Information� and �Documents Incorporated by Reference� in this prospectus supplement and the
accompanying prospectus.

    September 30, 2014

    (Unaudited, dollars in millions)       Actual As adjusted 
Deposits:
Interest bearing deposit accounts   $             45,177 $             45,177     
Non-interest bearing deposit accounts 205 205     

Total deposits 45,382 45,382     
Short-term borrowings 139 139     
Notes offered hereby �
Long-term borrowings 20,918 20,918     
Accrued expenses and other liabilities 2,856 2,856     

Total liabilities   $ 69,295 $
Stockholders� Equity:
Preferred Stock, par value $0.01 per share; 200,000,000
shares authorized; 575,000 issued and outstanding and
aggregate liquidation preference of $575   $ 560 $ 560     
Common Stock, par value $0.01 per share;
2,000,000,000 shares authorized; 558,160,815 shares 5 5     
Additional paid-in capital 3,775 3,775     
Retained earnings 11,182 11,182     
Accumulated other comprehensive income (70) (70)    
Treasury Stock, at cost; 102,763,441 shares (4,151) (4,151)    

Total stockholders� equity 11,301 11,301     

Total liabilities and stockholders� equity   $ 80,596 $

S-10
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Description of the Notes

The following summary sets forth certain terms and provisions of the notes and the Indenture (as defined herein), does
not purport to be complete and is subject to, and is qualified in its entirety by reference to, the terms and provisions of
the notes and the Indenture, including the definitions therein, copies of which are available for inspection at the office
of the Trustee (as defined herein) at 100 Wall Street, Suite 1600, New York, New York 10005. A copy of the Indenture
has also been filed as an exhibit to the registration statement of which this prospectus supplement is a part, and is
incorporated herein by reference. Capitalized terms not otherwise defined herein shall have the meanings given to
them in the notes and in the Indenture. Because the following is only a summary, it does not contain all of the
information that you may find useful in evaluating an investment in the notes. We urge you to read the Indenture and
the notes because they, and not this description, define your rights as holders of the notes.

The following discussion of the terms of the notes supplements the description of the general terms and
provisions of the debt securities contained in the accompanying prospectus. You should read the accompanying
prospectus and this prospectus supplement together for a more complete description of the Indenture and the
notes. To the extent this summary differs from the summary in the accompanying prospectus, you should rely
on the description of the notes in this prospectus supplement.

General

We will issue the notes under the senior indenture, dated June 12, 2007, between us and U.S. Bank National
Association, as trustee (the �Trustee�). We refer to the indenture, as supplemented by or pursuant to the officer�s
certificate establishing the terms of the notes pursuant to Section 2.03 of the Indenture, as the Indenture.

Certain defined terms used in this �Description of the notes� but not defined have the meanings assigned to them in the
notes and in the Indenture. In this section, �we,� �us,� �our� and similar words refer to Discover Financial Services and not
any of our subsidiaries.

The Indenture is by its terms subject to and governed by the Trust Indenture Act of 1939, as amended. You may
obtain a copy of the Indenture and the form of the notes from us upon request, as set forth under �Where You Can Find
Additional Information� in the accompanying prospectus.

The Notes

Notes in an aggregate principal amount of $         will be issued in this offering. The aggregate principal amount of
debt securities issuable under the Indenture is unlimited. We may from time to time, without notice to or consent of
the holders of the notes, issue additional notes with the same terms as the notes, and such additional notes shall be
consolidated with the notes issued in this offering and form a single series. The notes to be issued in this offering will
form their own series of notes for voting purposes and will not be part of the same class or series of any other notes
previously issued by us. References herein to the notes shall include the notes and any further notes issued as
described in this paragraph. We may purchase notes at any price in the open market or otherwise. Notes so purchased
by us may, at our discretion, be held or resold or surrendered to the Trustee for cancellation.

The notes do not have the benefit of a sinking fund.

The notes will be issued only in fully registered form, without interest coupons, in denominations of $2,000 and
integral multiples of $1,000 in excess thereof. The notes will be issued in the form of one or more global notes
deposited with a custodian for and registered in the name of a nominee of DTC, but in certain circumstances, may be
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Interest

The notes will bear interest at     % per annum computed on the basis of a year of 360 days consisting of twelve 30 day
months. The notes will accrue interest on their stated principal amount from and including                     , 2014, or from
the most recent interest payment date to which interest has been paid or duly provided for. Accrued and unpaid
interest on the notes will be payable semi-annually in arrears on             and             of each year, commencing
on             ,         . We will pay interest to the persons in whose names the notes are registered at the close of business
on the             and             immediately preceding each interest payment date (whether or not a business day).

If any date on which interest, principal or premium is payable on the notes is not a business day, then payment of such
amounts payable on such date will be made on the next succeeding day that is a business day (and without any interest
or other payment in respect of any such delay) with the same force and effect as if made on such interest payment
date, redemption date or maturity date, as the case may be.

Ranking

The notes:

� will be our general unsecured obligations;

� will be effectively subordinated to all of our existing and future secured indebtedness to the extent of the assets
securing such indebtedness;

� will be structurally subordinated to the existing and future claims of creditors of our subsidiaries;

� will rank equally in right of payment with our existing and future unsecured and unsubordinated indebtedness; and

� will be senior in right of payment to any of our existing and future subordinated indebtedness.
None of our subsidiaries will guarantee the notes. As noted above, the notes will be structurally subordinated to all of
our subsidiaries� existing and future obligations. See �Risks Factors�We are a holding company that conducts all of our
business through subsidiaries. The debt and other liabilities of our subsidiaries will be effectively senior to the notes.�
As of September 30, 2014, at the parent holding company level, Discover Financial Services had $1.1 billion of senior
indebtedness, without giving effect to this offering, and no secured indebtedness. As of September 30, 2014,
excluding intercompany amounts, our subsidiaries had $68.0 billion of total indebtedness and other liabilities,
including deposits.

Maturity

Unless earlier redeemed or repurchased, the notes will mature and be payable at par on             ,         .

Optional Redemption by Us
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We may, at our option, at any time on or after             ,             (three months prior to the maturity date), redeem the
notes in whole or in part on no less than 10 nor more than 60 days� prior notice delivered to the holders of the notes.
The notes will be redeemable at a redemption price equal to 100% of the principal amount of the notes to be
redeemed, plus accrued and unpaid interest. If fewer than all of the notes are to be redeemed, the Trustee will select
the notes for redemption on a pro rata basis, by lot or by such other method in accordance with DTC�s procedures. The
notes will be redeemed in denominations of $2,000 and integral multiples of $1,000 in excess thereof. If any notes are
to be redeemed in part only, the notice of redemption that relates to such notes will state the portion of such notes to
be redeemed. Unless we default in payment of the redemption price, on and after the redemption date, interest will
cease to accrue on the notes or the portions of the notes called for redemption.
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Payment and Transfer

Principal of, premium (if any) and interest on the notes will be payable, and the notes may be exchanged or
transferred, at the office or agency maintained by us for such purpose (which initially will be the corporate trust office
of the Trustee). Payment of principal of, premium (if any) and interest on notes in global form will be made in
immediately available funds to DTC�s nominee as the registered holder of such global notes. If the notes are no longer
represented by global notes, payment of interest on the notes in certificated form may, at our option, be made by check
mailed directly to holders at their registered addresses.

So long as the notes are represented by one or more global notes, transfers of beneficial interests in such global notes
will be effected under DTC�s procedures and will be settled in same-day funds. If the notes are no longer represented
by global notes, a holder may transfer or exchange notes in certificated form at the same location given in the
preceding paragraph. We are not required to transfer or exchange any note selected for redemption or for a period of
15 days before a selection of notes to be redeemed.

The registered holder of a note will be treated as the owner of it for all purposes.

We will not be required to:

� register the transfer of or exchange any note if the holder has exercised the holder�s right, if any, to require us to
repurchase the note, in whole or in part, except the portion of the note not required to be repurchased;

� register the transfer of or exchange notes to be redeemed for a period of fifteen calendar days preceding
the mailing of the relevant notice of redemption; or

� register the transfer of or exchange any registered note selected for redemption in whole or in part, except the
unredeemed or unpaid portion of that registered note being redeemed in part.

No service charge will be made for any registration of transfer or exchange of notes, but we may require payment of a
sum sufficient to cover any tax or other governmental charge payable in connection with the registration of transfer or
exchange of notes.

DTC or DTC�s nominee will be the holder of the notes and therefore will be the only entity that can exercise a right to
repayment. In order to ensure that DTC�s nominee will timely exercise a right to repayment with respect to a particular
note, the beneficial owner of the note must instruct the broker or other direct or indirect participant through which it
holds an interest in the note to notify DTC of its desire to exercise a right to repayment. Different firms have different
cut-off times for accepting instructions from their customers and, accordingly, each beneficial owner should consult
the broker or other direct or indirect participant through which it holds an interest in a note in order to ascertain the
cut-off time by which an instruction must be given in order for timely notice to be delivered to DTC.

Book-entry, Delivery and Form

Except as set forth below, the notes will be issued in fully registered, global form in minimum denominations of
$2,000 and integral multiples of $1,000 in excess of $2,000. Notes initially will be represented by one or more notes
in registered global form without interest coupons (the �Global Notes�). The Global Notes will be deposited with, or on
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behalf of, DTC and registered in the name of Cede & Co., as nominee of DTC, for the accounts of participants in
DTC. Unless and until exchanged, in whole or in part, for notes in definitive registered form, a Global Note may not
be transferred except as a whole by the depositary for such Global Note to a nominee of such depositary, by a nominee
of such depositary to such depositary or another nominee of such depositary or by such depositary or any such
nominee to a successor of such depositary or a nominee of such successor.
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Ownership of beneficial interests in a Global Note will be limited to persons, called participants, that have accounts
with the depositary (currently DTC) or persons that may hold interests through participants in DTC. Investors may
hold their interests in a Global Note directly through Euroclear Bank S.A./N.V., as operator of the Euroclear System
(�Euroclear�) and Clearstream Banking, société anonyme (�Clearstream�), if they are participants in such systems, or
indirectly through organizations that are participants in such systems. Euroclear and Clearstream will hold interests in
a Global Note on behalf of their participants through their respective depositaries, which in turn will hold such
interests in the Global Note in customers� securities accounts in the depositaries� names on the books of DTC.

Upon the issuance of a Global Note, the depositary will credit, on its book-entry registration and transfer system, the
participants� accounts with the respective principal or face amounts of the notes beneficially owned by the participants.
Ownership of beneficial interests in a Global Note will be shown on, and the transfer of ownership interests will be
effected only through, records maintained by DTC, with respect to interests of participants, and on the records of
participants, with respect to interests of persons holding through participants.

So long as DTC, or its nominee, is the registered owner of the Global Note, DTC or its nominee, as the case may be,
will be considered the sole owner or holder of the notes represented by the Global Note for all purposes under the
Indenture and the Notes. Except as described below, owners of beneficial interests in a Global Note will not be
entitled to have the notes represented by the Global Note registered in their names, will not receive or be entitled to
receive physical delivery of the notes in definitive form and will not be considered the owners or holders of the notes
under the Indenture. Accordingly, each person owning a beneficial interest in a Global Note must rely on the
procedures of the depositary for that Global Note and, if that person is not a participant, on the procedures of the
participant through which the person owns its interest, to exercise any rights of a holder under the Indenture. The laws
of some states may require that some purchasers of notes take physical delivery of these notes in definitive form. Such
laws may impair the ability to transfer beneficial interests in a Global Note.

To facilitate subsequent transfers, all notes deposited by participants with DTC are registered in the name of DTC�s
nominee, Cede & Co. The deposit of the notes with DTC and their registration in the name of Cede & Co. effect no
change in beneficial ownership. DTC has no knowledge of the actual beneficial owners of the notes. DTC�s records
reflect only the identity of the direct participants to whose accounts such notes are credited, which may or may not be
the beneficial owners. The participants will remain responsible for keeping account of their holdings on behalf of their
customers.

We will make payments due on the notes to Cede & Co., as nominee of DTC, in immediately available funds. DTC�s
practice upon receipt of any payment of principal, premium, interest or other distribution of underlying securities or
other property to holders on that Global Note, is to immediately credit participants� accounts in amounts proportionate
to their respective beneficial interests in that Global Note as shown on the records of the depositary. Payments by
participants or indirect participants to owners of beneficial interests in a Global Note held through such participants or
indirect participants will be governed by standing customer instructions and customary practices, as is now the case
with the securities held for the accounts of customers in bearer form or registered in �street name,� and will be the
responsibility of those participants or indirect participants. Payment to Cede & Co. is our responsibility. Disbursement
of such payments to direct participants is the responsibility of Cede & Co. Disbursement of such payments to the
beneficial owners is the responsibility of direct and indirect participants. Neither we nor the Trustee nor any other
agent of ours or any agent of the trustee will have any responsibility or liability for any aspect of the records relating
to or payments made on account of beneficial ownership interests in the Global Note or for maintaining, supervising
or reviewing any records relating to those beneficial ownership interests or for any other aspect of the relationship
between DTC and its participants or indirect participants or the relationship between such participants or indirect
participants and the owners of beneficial interests in the Global Notes.
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Transfers between participants in DTC will be effected under DTC�s procedures and will be settled in same day funds.
Transfers between participants in Euroclear and Clearstream will be effected in the ordinary way in accordance with
their respective rules and operating procedures. If a holder requires physical delivery of a

S-14

Edgar Filing: Discover Financial Services - Form 424B5

Table of Contents 27



Table of Contents

definitive note for any reason, including to sell notes to persons in jurisdictions that require such delivery of such
notes or to pledge such notes, such holder must transfer its interest in the relevant Global Note in accordance with the
normal procedures of DTC and the procedures set forth in the Indenture.

Cross-market transfers between DTC, on the one hand, and directly or indirectly through Euroclear or Clearstream
participants, on the other, will be effected by DTC in accordance with DTC rules on behalf of Euroclear or
Clearstream, as the case may be, by its respective depositary; however, such cross-market transactions will require
delivery of instructions to Euroclear or Clearstream, as the case may be, by the counterparty in such system in
accordance with its rules and procedures and within its established deadlines (Brussels time). Euroclear or
Clearstream, as the case may be, will, if the transaction meets its settlement requirements, deliver instructions to its
respective depositary to take action to effect final settlement on its behalf by delivering or receiving interests in the
Global Note in DTC, and making or receiving payment in accordance with normal procedures for same-day funds
settlement applicable to DTC. Euroclear participants and Clearstream participants may not deliver instructions directly
to the depositories for Euroclear or Clearstream.

Because of the time zone differences, the securities account of a Euroclear or Clearstream participant purchasing an
interest in the Global Note from a DTC participant will be credited during the securities settlement processing day
(which must be a business day for Euroclear or Clearstream, as the case may be) immediately following the DTC
settlement date, and such credit of any transaction�s interests in the Global Note settled during such processing day will
be reported to the relevant Euroclear or Clearstream participant on such day. Cash received in Euroclear or
Clearstream as a result of sales of interests in a Global Note by or through a Euroclear or Clearstream participant to a
DTC participant will be received with value on the DTC settlement date, but will be available in the relevant
Euroclear or Clearstream cash account only as of the business day following settlement in DTC.

We expect that DTC will take any action permitted to be taken by a holder of notes (including the presentation of
notes for exchange as described below) only at the direction of one or more participants to whose account the DTC
interests in a Global Note are credited and only in respect of such portion of the aggregate principal amount of the
notes as to which such participant or participants has or have given such direction. However, if DTC no longer is
willing to act as depositary, ceases to be a clearing agency or if there is an Event of Default under the notes, DTC will
exchange each Global Note for definitive notes, which it will distribute to its participants. These definitive notes will
be subject to certain restrictions on registration of transfers and will bear certain legends.

Although we expect that DTC, Euroclear and Clearstream will follow the foregoing procedures in order to facilitate
transfers of interests in each Global Note among participants of DTC, Euroclear and Clearstream, DTC, Euroclear and
Clearstream are under no obligation to perform or continue to perform such procedures, and such procedures may be
discontinued at any time. Neither we nor the trustee will have any responsibility for the performance by DTC,
Euroclear or Clearstream or their participants or indirect participants of their respective obligations under the rules and
procedures governing their operations.

DTC is a limited-purpose trust company organized under the New York Banking Law, a �banking organization� within
the meaning of the New York Banking Law, a member of the Federal Reserve System, a �clearing corporation� within
the meaning of the New York Uniform Commercial Code and a �clearing agency� registered pursuant to the provisions
of Section 17A of the Exchange Act. DTC was created to hold securities of its participants and to facilitate the
clearance and settlement of securities transactions, such as transfers and pledges, among its participants in such
securities through electronic computerized book-entry changes in accounts of the participants, thereby eliminating the
need for physical movement of securities certificates. DTC�s participants include securities brokers and dealers, banks,
trust companies, clearing corporations and certain other organizations, some of whom own DTC. Access to DTC�s
book-entry system is also available to others, such as banks, brokers, dealers and trust companies that clear through or
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participants are on file with the SEC.

Euroclear and Clearstream hold securities for participating organizations. They also facilitate the clearance and
settlement of securities transactions between their respective participants through electronic book-entry changes
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in the accounts of such participants. Euroclear and Clearstream provide various services to their participants, including
the safekeeping, administration, clearance, settlement, lending and borrowing of internationally traded securities.
Euroclear and Clearstream interface with domestic securities markets. Euroclear and Clearstream participants are
financial institutions such as underwriters, securities brokers and dealers, banks, trust companies and certain other
organizations. Indirect access to Euroclear or Clearstream is also available to others such as banks, brokers, dealers
and trust companies that clear through or maintain a custodial relationship with a Euroclear or Clearstream participant,
either directly or indirectly.

The information in this section concerning DTC and DTC�s book-entry system, as well as information regarding
Euroclear and Clearstream, has been obtained from sources that we believe to be reliable, but we do not take any
responsibility for its accuracy or completeness. We assume no responsibility for the performance by DTC, Euroclear,
Clearstream or their respective participants of their respective obligations, including obligations that they have under
the rules and procedures that govern their operations.

Certificated Notes

If (i) DTC notifies us that it is no longer willing or able to act as a depositary or DTC ceases to be registered as a
clearing agency under the Exchange Act and a successor depositary is not appointed within 90 days of such notice or
cessation or (ii) upon the occurrence of certain other events as provided in the Indenture, then, upon surrender by DTC
of the Global Notes, notes in certificated form will be issued to each person that DTC identifies as the beneficial
owner of the notes represented by the Global Notes. Upon any such issuance, the Trustee is required to register such
certificated notes in the name of such person or persons (or the nominee of any thereof) and cause the same to be
delivered thereto.

Neither we nor the Trustee shall be liable for any delay by DTC or any participant or indirect participant in DTC in
identifying the beneficial owners of the related notes and each of those persons may conclusively rely on, and will be
protected in relying on, instructions from DTC for all purposes, including with respect to the registration and delivery,
and the respective principal amounts, of the notes to be issued.

Notices

The Trustee will cause all notices to the holders of the notes to be mailed by first class mail, postage prepaid to the
address of each holder as it appears in the register of notes (or while notes are held through DTC, by electronic
delivery to DTC). Any notice so mailed will be conclusively presumed to have been received by the holders of the
notes. Prospective purchasers should note that under normal circumstances DTC will be the only �holder� of the notes as
that term is used herein and in the Indenture. See ��Book-Entry, Delivery and Form� above.

Concerning Our Relationship With the Trustee

U.S. Bank National Association is the trustee of the Discover Card Execution Note Trust and the Discover Card
Master Trust I under Discover Bank�s amended and restated pooling and servicing agreement, as amended, and the
trustee of The Student Loan Corporation�s three securitization trusts.

Governing Law

The Indenture and the notes are governed by, and construed in accordance with, the laws of the State of New York.
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Material United States Federal Income Tax Consequences

The following is a general discussion of the material U.S. federal income tax consequences of the acquisition,
ownership, and disposition of the notes to beneficial owners of the notes. This discussion is based upon the Internal
Revenue Code of 1986, as amended (the �Internal Revenue Code�), the U.S. Treasury regulations promulgated
thereunder, administrative pronouncements and judicial decisions, all as of the date hereof and all of which are subject
to change, possibly on a retroactive basis.

This discussion applies only to beneficial owners that acquire the notes in connection with their initial issuance, at
their issue price (i.e., the first price at which a substantial amount of the notes is sold for cash other than to bond
houses, brokers or similar persons or organizations acting in the capacity of underwriters, placement agents or
wholesalers) and hold the notes as �capital assets� within the meaning of section 1221 of the Internal Revenue Code.
This discussion does not address all aspects of U.S. federal income taxation that might be important to particular
investors in light of their individual circumstances or the U.S. federal income tax consequences applicable to special
classes of taxpayers, such as banks and other financial institutions, insurance companies, real estate investment trusts,
regulated investment companies, tax-exempt organizations, partnerships (or entities properly classified as partnerships
for U.S. federal income tax purposes) or other pass-through entities, dealers in securities or currencies, traders in
securities that elect to use a mark-to-market method of accounting, U.S. Holders (as defined below) whose functional
currency is not the U.S. dollar, former citizens or residents of the United States, and persons holding the notes as part
of a hedging or conversion transaction or a straddle. In addition, this discussion does not address alternative minimum
tax considerations, the Medicare tax on net investment income or any foreign, state, local or non-income tax
consequences of the acquisition, ownership or disposition of the notes to beneficial owners of the notes.

As used in this prospectus supplement, the term �U.S. Holder� means a beneficial owner of a note who or that is for
U.S. federal income tax purposes:

� a citizen or individual resident of the United States;

� a corporation (or other entity properly classified as a corporation for U.S. federal income tax purposes) created or
organized in or under the laws of the United States, any State within the United States, or the District of Columbia;

� an estate, the income of which is subject to U.S. federal income taxation regardless of its source; or

� a trust, if a U.S. court is able to exercise primary supervision over the trust�s administration and one or more �United
States persons� (as defined in the Internal Revenue Code) have the authority to control all substantial decisions of
the trust.

The term �Non-U.S. Holder� means any beneficial owner of a note who or that is not a U.S. Holder and is not a
partnership or other entity properly classified as a partnership for U.S. federal income tax purposes. For the purposes
of this prospectus supplement, U.S. Holders and Non-U.S. Holders are referred to collectively as �Holders.�

If a partnership or other entity properly classified as a partnership for U.S. federal income tax purposes is a beneficial
owner of a note, the tax treatment of a partner in the partnership will generally depend upon the status of the partner
and the activities of the partnership. Such entities and partners of such entities should consult their own tax advisors

Edgar Filing: Discover Financial Services - Form 424B5

Table of Contents 32



about the U.S. federal income and other tax consequences of the acquisition, ownership, and disposition of a note.

This discussion is for general purposes only. Holders should consult their own tax advisors regarding the application
of the U.S. federal income tax laws to their particular situations and the consequences under federal estate or gift tax
laws, as well as foreign, state, or local laws and tax treaties, and the possible effects of changes in tax laws.
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U.S. Holders

Interest

A U.S. Holder generally must include interest paid on the notes as ordinary income at the time it is received or
accrued, in accordance with the U.S. Holder�s regular method of accounting for United States federal income tax
purposes. If, however, the stated principal amount of the notes exceeds the issue price by more than a de minimis
amount (as set forth in the applicable Treasury regulations), a U.S. Holder (regardless of its method of tax accounting)
will be required to include such excess in income as original issue discount as it accrues in accordance with a constant
yield method based on a compounding of interest before the receipt of cash payments attributable to this income. It is
not expected that the stated principal amount of the notes will exceed the issue price by more than a de minimis
amount.

Sale, exchange or redemption of the notes

Upon the sale, exchange, redemption or other taxable disposition of the notes, a U.S. Holder generally will recognize
gain or loss equal to the difference, if any, between (i) the amount realized upon the sale, exchange, redemption or
other taxable disposition of the notes, other than amounts attributable to accrued interest which would be treated as
interest described above in ��Interest� (which will be taxed as ordinary interest income to the extent such interest has not
been previously included in income), and (ii) the U.S. Holder�s adjusted tax basis in the notes. The amount realized by
a U.S. Holder is the sum of cash plus the fair market value of all other property received on such sale, exchange,
redemption or other taxable disposition. A U.S. Holder�s adjusted tax basis in the notes generally will be its cost for the
notes, increased by any previously accrued original issue discount.

The gain or loss a U.S. Holder recognizes on the sale, exchange, redemption or other taxable disposition of the notes
generally will be capital gain or loss. Such gain or loss generally will be long-term capital gain or loss if a U.S. Holder
has held the notes for more than 12 consecutive months. For individuals, long-term capital gains are currently taxed at
a lower rate than ordinary income. The deductibility of capital losses is subject to limitations. A U.S. Holder should
consult its own tax advisor regarding the deductibility of capital losses in its particular circumstances.

Backup withholding and information reporting

In general, a U.S. Holder that is not an �exempt recipient� will be subject to U.S. federal backup withholding tax at the
applicable rate (currently 28%) with respect to payments on the notes and the proceeds of a sale, exchange,
redemption or other taxable disposition of the notes, unless the U.S. Holder provides its taxpayer identification
number to the paying agent and certifies, under penalties of perjury, that it is not subject to backup withholding on an
Internal Revenue Service Form W-9 (Request for Taxpayer Identification Number and Certification) and otherwise
complies with the applicable requirements of the backup withholding rules. Backup withholding is not an additional
tax. The amount of any backup withholding from a payment to a U.S. Holder may be allowed as a credit against such
U.S. Holder�s U.S. federal income tax liability and may entitle such U.S. Holder to a refund, provided the required
information is furnished to the Internal Revenue Service in a timely manner. In addition, payments on the notes made
to, and the proceeds of a sale or other taxable disposition by, a U.S. Holder that is not an exempt recipient generally
will be subject to information reporting requirements.

Non-U.S. Holders
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Payments of interest

Subject to the discussions below under ��Backup Withholding and Information Reporting� and ��FATCA�) a Non-U.S.
Holder generally will not be subject to U.S. federal withholding tax on interest paid on the notes so long as:

� the Non-U.S. Holder does not actually or constructively own 10% or more of the total combined voting power of
all of our stock entitled to vote;
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� the Non-U.S. Holder is not a �controlled foreign corporation� that is related to us, actually or by attribution, through
stock ownership;

� the Non-U.S. Holder is not a bank receiving the interest pursuant to a loan agreement entered into in the ordinary
course of the Non-U.S. Holder�s trade or business; and either

� (i) the Non-U.S. Holder certifies under penalties of perjury on an applicable IRS Form W-8 that it is not a United
States person (as defined in the Internal Revenue Code), and provides its name and address, and U.S. taxpayer
identification number, if any, or (ii) a securities clearing organization, bank or other financial institution that holds
customers� securities in the ordinary course of its trade or business and holds the notes on behalf of the Non-U.S.
Holder certifies under penalties of perjury that the certification referred to in clause (i) has been received from the
Non-U.S. Holder and furnishes to us a copy thereof.

A Non-U.S. Holder that does not qualify for exemption from withholding as described above generally will be subject
to withholding of U.S. federal income tax at a rate of 30% on payments of interest on the notes. A Non-U.S. Holder
may be entitled to the benefits of an income tax treaty under which interest on the notes is subject to a reduced rate of
U.S. withholding tax or is exempt from U.S. withholding tax, provided the Non-U.S. Holder furnishes us a properly
completed and executed applicable IRS Form W-8 claiming the reduction or exemption and the Non-U.S. Holder
complies with any other applicable procedures.

Special rules regarding exemption from, or reduced rates of, U.S. withholding tax may apply in the case of notes held
by partnerships or certain types of trusts. Partnerships and trusts that are prospective purchasers should consult their
tax advisors regarding special rules that may be applicable in their particular circumstances.

Sale, exchange or redemption of the notes

Generally, subject to the discussion below under ��FATCA,� any gain recognized by a Non-U.S. Holder on the sale,
exchange, redemption or other taxable disposition of a note (other than amounts attributable to accrued and unpaid
interest, which will be treated as interest and may be subject to the rules described under ��Payments of interest� above)
will be exempt from U.S. federal income and withholding tax, unless:

� the gain is effectively connected with the Non-U.S. Holder�s conduct of a trade or business within the United States
(or, if a treaty applies, is attributable to a permanent establishment maintained by the Non-U.S. Holder in the
United States); or

� the Non-U.S. Holder is an individual who is present in the United States for 183 days or more during the taxable
year, and certain other conditions are met.

Gain described in the first bullet point above generally will be subject to U.S. federal income as described below
under ��Effectively connected income.�

Gain described in the second bullet point above will be subject to U.S. federal income tax at a rate of 30% (or such
lower rate specified by an applicable income tax treaty), which may be offset by U.S. source capital losses of the
Non-U.S. Holder (even though the individual is not considered a resident of the United States), provided the Non-U.S.
Holder has timely filed U.S. federal income tax returns with respect to such losses.
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If interest, gain or other income recognized by a Non-U.S. Holder on a note is �effectively connected� with the
Non-U.S. Holder�s conduct of a trade or business within the United States (and, if a treaty applies, is attributable to a
permanent establishment maintained by the Non-U.S. Holder in the United States), the Non-U.S. Holder will not be
subject to the withholding tax discussed above if the Non-U.S. Holder provides us with a properly completed and
executed Internal Revenue Service Form W-8ECI (Certificate of Foreign Person�s Claim That
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Income Is Effectively Connected With the Conduct of a Trade or Business in the United States), but the Non-U.S.
Holder generally will be subject to U.S. federal income tax on such interest, gain or other income as if it were a United
States person (as defined in the Internal Revenue Code). In addition to such U.S. federal income tax, if the Non-U.S.
Holder is a corporation, it may be subject to an additional branch profits tax.

Backup withholding and information reporting

We must report annually to the Internal Revenue Service and to a Non-U.S. Holder the amount of interest paid to the
Non-U.S. Holder and the tax withheld from those payments. These reporting requirements apply regardless of whether
U.S. withholding tax on such payments was reduced or eliminated by any applicable tax treaty or otherwise. Copies of
the information returns reporting those payments and the amounts withheld may also be made available to the tax
authorities in the country where a Non-U.S. Holder is a resident under the provisions of an applicable income tax
treaty or agreement.

Under some circumstances, U.S. Treasury regulations require backup withholding and additional information
reporting on payments of interest and other �reportable payments.� Such backup withholding and additional information
reporting will not apply to payments on the notes made by us or our paying agent to a Non-U.S. Holder if the
certification described above under ��Payments of interest� is received from the Non-U.S. Holder.

Backup withholding and information reporting generally will not apply to payments of proceeds from the sale or other
disposition of a note made to a Non-U.S. Holder by or through the foreign office of a broker. However, information
reporting requirements, and possibly backup withholding, will apply if such broker is, for U.S. federal income tax
purposes, a United States person (as defined in the Internal Revenue Code) or has certain other enumerated
connections with the United States, unless such broker has documentary evidence in its records that the Non-U.S.
Holder is not a United States person (as defined in the Internal Revenue Code) and certain other conditions are met, or
the Non-U.S. Holder otherwise establishes an exemption. Payments of proceeds from the sale or other disposition of a
note made to a Non-U.S. Holder by or through the U.S. office of a broker are subject to information reporting and
backup withholding at the applicable rate unless the Non-U.S. Holder certifies, under penalties of perjury, that it is not
a United States person (as defined in the Internal Revenue Code) and it satisfies certain other conditions or otherwise
establishes an exemption. Backup withholding is not an additional tax. A Non-U.S. Holder may obtain a refund or
credit against its U.S. federal income tax liability of any amounts withheld under the backup withholding rules,
provided the required information is furnished to the Internal Revenue Service in a timely matter.

Non-U.S. Holders should consult their tax advisors regarding the application of information reporting and backup
withholding in their particular situations, the availability of an exemption therefrom, and the procedures for obtaining
such an exemption, if available.

FATCA

Sections 1471-1474 of the Code and the Treasury Regulations thereunder (�FATCA�) impose withholding taxes on
certain types of payments made to �foreign financial institutions,� as specially defined under FATCA, and certain other
non-U.S. entities. FATCA imposes a 30% withholding tax on payments of interest on, and gross proceeds from the
sale or other disposition of, the notes paid to a foreign financial institution unless the foreign financial institution is
deemed to be compliant with FATCA or enters into an agreement with the IRS to, among other things, undertake to
identify accounts held by certain U.S. persons or U.S.-owned foreign entities, annually report certain information
about such accounts, and withhold 30% on payments to account holders whose actions prevent it from complying with
these reporting and other requirements. In addition, FATCA imposes a 30% withholding tax on the same types of
payments to a non-financial foreign entity of a certain type unless the entity certifies that it does not have any
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substantial U.S. owner. Foreign financial institutions located in jurisdictions that have an intergovernmental
agreement with the United States with respect to these rules may be subject to different rules. These rules currently
apply to payments of interest and are expected to apply to payments of gross
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proceeds from the sale or other disposition of the notes after December 31, 2016. Prospective investors should consult
their tax advisors regarding the application of FATCA to the acquisition, ownership or disposition of the notes.

The U.S. federal income tax discussion set forth above is included for general information only and may not be
applicable depending upon a Holder�s particular situation. Prospective purchasers of the notes should consult
their own tax advisors with respect to the tax consequences to them of the acquisition, ownership and
disposition of the notes, including the tax consequences under state, local, estate, foreign and other tax laws and
tax treaties and the possible effects of changes in U.S. or other tax laws.
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Underwriting

Citigroup Global Markets Inc., Deutsche Bank Securities Inc. and Merrill Lynch, Pierce, Fenner & Smith
Incorporated are acting as representatives of each of the underwriters named below. Subject to the terms and
conditions set forth in a firm commitment underwriting agreement among us and the underwriters, we have agreed to
sell to the underwriters, and each of the underwriters has agreed, severally and not jointly, to purchase from us, the
principal amount of notes set forth opposite its name below.

  Underwriters
Principal

amount of notes    
  Citigroup Global Markets Inc. $
  Deutsche Bank Securities Inc.
  Merrill Lynch, Pierce, Fenner & Smith

                        Incorporated

Total $
Subject to the terms and conditions set forth in the underwriting agreement, the underwriters have agreed, severally
and not jointly, to purchase all of the notes sold under the underwriting agreement if any of these notes are purchased.
If an underwriter defaults, the underwriting agreement provides that the purchase commitments of the nondefaulting
underwriters may be increased or the underwriting agreement may be terminated.

We have agreed to indemnify the underwriters and their controlling persons against certain liabilities in connection
with this offering, including liabilities under the Securities Act, or to contribute to payments the underwriters may be
required to make in respect of those liabilities.

The underwriters are offering the notes, subject to prior sale, when, as and if issued to and accepted by them, subject
to approval of legal matters by their counsel, including the validity of the notes, and other conditions contained in the
underwriting agreement, such as the receipt by the underwriters of officer�s certificates and legal opinions. The
underwriters reserve the right to withdraw, cancel or modify offers to the public and to reject orders in whole or in
part.

Commissions and Discounts

The representatives have advised us that the underwriters propose initially to offer the notes to the public at the public
offering price set forth on the cover page of this prospectus supplement and to certain dealers at such price less a
concession not in excess of     % of the principal amount of the notes. Any underwriter may allow, and any such dealer
may reallow, a concession not in excess of     % of the principal amount of the notes to certain other dealers. After the
initial offering, the underwriters may from time to time vary the offering price and other selling terms.

The expenses of the offering, not including the underwriting discount, are estimated at $         and are payable by us.

New Issue of Notes

The notes are a new issue of securities with no established trading market. We do not intend to apply for listing of the
notes on any national securities exchange or for inclusion of the notes on any automated dealer quotation system. We

Edgar Filing: Discover Financial Services - Form 424B5

Table of Contents 41



have been advised by the underwriters that they presently intend to make a market in the notes after completion of the
offering. However, they are under no obligation to do so and may discontinue any market-making activities at any
time without any notice. We cannot assure the liquidity of the trading market for the notes or that an active public
market for the notes will develop. If an active public trading market for the notes does not develop, the market price
and liquidity of the notes may be adversely affected. If the notes are
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traded, they may trade at a discount from their initial offering price, depending on prevailing interest rates, the market
for similar securities, our operating performance and financial condition, general economic conditions and other
factors.

No Sales of Similar Securities

We have agreed that we will not, for the period from the date of this prospectus supplement through and including the
closing date, without first obtaining the prior written consent of Citigroup Global Markets Inc., Deutsche Bank
Securities Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated, directly or indirectly, issue, sell, offer to
contract or grant any option to sell, pledge, transfer or otherwise dispose of, any debt securities or securities
exchangeable for or convertible into debt securities, except for the notes sold to the underwriters pursuant to the
underwriting agreement.

Short Positions

In connection with the offering, the underwriters may purchase and sell the notes in the open market. These
transactions may include short sales and purchases on the open market to cover positions created by short sales. Short
sales involve the sale by the underwriters of a greater principal amount of notes than they are required to purchase in
the offering. The underwriters must close out any short position by purchasing notes in the open market. A short
position is more likely to be created if the underwriters are concerned that there may be downward pressure on the
price of the notes in the open market after pricing that could adversely affect investors who purchase in the offering.

Similar to other purchase transactions, the underwriters� purchases to cover the syndicate short sales may have the
effect of raising or maintaining the market price of the notes or preventing or retarding a decline in the market price of
the notes. As a result, the price of the notes may be higher than the price that might otherwise exist in the open market.

Neither we nor any of the underwriters make any representation or prediction as to the direction or magnitude of any
effect that the transactions described above may have on the price of the notes. In addition, neither we nor any of the
underwriters make any representation that the representatives will engage in these transactions or that these
transactions, once commenced, will not be discontinued without notice.

Other Relationships

Some of the underwriters and their affiliates have engaged in, and may in the future engage in, investment banking
and other commercial dealings in the ordinary course of business with us or our affiliates. They have received, or may
in the future receive, customary fees and commissions for these transactions.

In addition, in the ordinary course of their business activities, the underwriters and their affiliates may make or hold a
broad array of investments and actively trade debt and equity securities (or related derivative securities) and financial
instruments (including bank loans) for their own account and for the accounts of their customers. Such investments
and securities activities may involve securities and/or instruments of ours or our affiliates. Certain of the underwriters
or their affiliates that have a lending relationship with us routinely hedge their credit exposure to us consistent with
their customary risk management policies. Typically, such underwriters and their affiliates would hedge such
exposure by entering into transactions which consist of either the purchase of credit default swaps or the creation of
short positions in our securities, including potentially the notes offered hereby. Any such credit default swaps or short
positions could adversely affect future trading prices of the notes offered hereby. The underwriters and their affiliates
may also make investment recommendations and/or publish or express independent research views in respect of such
securities or financial instruments and may hold, or recommend to clients that they acquire, long and/or short positions
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Notice to Prospective Investors in the European Economic Area

In relation to each Member State of the European Economic Area (each, a �Relevant Member State�), no offer of notes
may be made to the public in that Relevant Member State other than:

A. to any legal entity which is a qualified investor as defined in the Prospectus Directive;

B. to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the
2010 PD Amending Directive, 150, natural or legal persons (other than qualified investors as
defined in the Prospectus Directive), as permitted under the Prospectus Directive, subject to
obtaining the prior consent of the representatives; or

C. in any other circumstances falling within Article 3(2) of the Prospectus Directive,
provided that no such offer of notes shall require the Company or the representatives to publish a prospectus pursuant
to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus Directive.

This prospectus has been prepared on the basis that any offer of notes in any Relevant Member State will be made
pursuant to an exemption under the Prospectus Directive from the requirement to publish a prospectus for offers of
notes. Accordingly any person making or intending to make an offer in that Relevant Member State of notes which are
the subject of the offering contemplated in this prospectus may only do so in circumstances in which no obligation
arises for the Company or any of the underwriters to publish a prospectus pursuant to Article 3 of the Prospectus
Directive in relation to such offer. Neither the Company nor the underwriters have authorized, nor do they authorize,
the making of any offer of notes in circumstances in which an obligation arises for the Company or the underwriters to
publish a prospectus for such offer.

For the purpose of the above provisions, the expression �an offer to the public� in relation to any notes in any Relevant
Member State means the communication in any form and by any means of sufficient information on the terms of the
offer and the notes to be offered so as to enable an investor to decide to purchase or subscribe the notes, as the same
may be varied in the Relevant Member State by any measure implementing the Prospectus Directive in the Relevant
Member State and the expression �Prospectus Directive� means Directive 2003/71/EC (including the 2010 PD
Amending Directive, to the extent implemented in the Relevant Member States) and includes any relevant
implementing measure in the Relevant Member State and the expression �2010 PD Amending Directive� means
Directive 2010/73/EU.

Notice to Prospective Investors in the United Kingdom

In addition, in the United Kingdom, this document is being distributed only to, and is directed only at, and any offer
subsequently made may only be directed at persons who are �qualified investors� (as defined in the Prospectus
Directive) (i) who have professional experience in matters relating to investments falling within Article 19 (5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the �Order�) and/or (ii) who
are high net worth companies (or persons to whom it may otherwise be lawfully communicated) falling within Article
49(2)(a) to (d) of the Order (all such persons together being referred to as �relevant persons�). This document must not
be acted on or relied on in the United Kingdom by persons who are not relevant persons. In the United Kingdom, any
investment or investment activity to which this document relates is only available to, and will be engaged in with,
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Notice to Prospective Investors in Switzerland

This prospectus supplement does not constitute an issue prospectus pursuant to Article 652a or Article 1156 of the
Swiss Code of Obligations and the notes will not be listed on the SIX Swiss Exchange. Therefore, this prospectus
supplement may not comply with the disclosure standards of the listing rules (including any
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additional listing rules or prospectus schemes) of the SIX Swiss Exchange. Accordingly, the notes may not be offered
to the public in or from Switzerland, but only to a selected and limited circle of investors who do not subscribe to the
notes with a view to distribution. Any such investors will be individually approached by the underwriters from time to
time.

Notice to Prospective Investors in the Dubai International Financial Centre

This prospectus supplement relates to an Exempt Offer in accordance with the Offered Securities Rules of the Dubai
Financial Services Authority (�DFSA�). This prospectus supplement is intended for distribution only to persons of a
type specified in the Offered Securities Rules of the DFSA. It must not be delivered to, or relied on by, any other
person. The DFSA has no responsibility for reviewing or verifying any documents in connection with Exempt Offers.
The DFSA has not approved this prospectus supplement nor taken steps to verify the information set forth herein and
has no responsibility for the prospectus supplement. The notes to which this prospectus supplement relates may be
illiquid and/or subject to restrictions on their resale. Prospective purchasers of the notes offered should conduct their
own due diligence on the notes. If you do not understand the contents of this prospectus supplement you should
consult an authorized financial advisor.

Notice to Prospective Investors in Hong Kong

The notes may not be offered or sold by means of any document other than (i) in circumstances which do not
constitute an offer to the public within the meaning of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Cap.32, Laws of Hong Kong), or (ii) to �professional investors� within the meaning of the Securities and
Futures Ordinance (Cap.571, Laws of Hong Kong) and any rules made thereunder, or (iii) in other circumstances
which do not result in the document being a �prospectus� within the meaning of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Cap.32, Laws of Hong Kong), and no advertisement, invitation or document
relating to the notes may be issued or may be in the possession of any person for the purpose of issue (in each case
whether in Hong Kong or elsewhere), which is directed at, or the contents of which are likely to be accessed or read
by, the public in Hong Kong (except if permitted to do so under the laws of Hong Kong) other than with respect to
notes which are or are intended to be disposed of only to persons outside Hong Kong or only to �professional investors�
within the meaning of the Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) and any rules made
thereunder.

Notice to Prospective Investors in Japan

The notes have not been and will not be registered under the Financial Instruments and Exchange Act of Japan (Law
No. 25 of 1948, as amended) (the �FIEA�) and, accordingly, each Underwriter has agreed that it will not offer or sell
any notes, directly or indirectly, in Japan or to, or for the account or the benefit of, any Japanese person, or to others
for reoffering or resale, directly or indirectly, in Japan or to, or for the account or the benefit of, any Japanese person
except pursuant to an exemption from the registration requirements of, and otherwise in compliance with, the FIEA
and all other applicable Japanese laws; regulations and guidelines promulgated by the relevant Japanese governmental
and regulatory authorities and in effect at the relevant time. For the purposes of this paragraph, �Japanese person� means
any person who is a resident of Japan, including any corporation or other entity organized under the laws of Japan.

Notice to Prospective Investors in Singapore

This prospectus supplement and the accompanying prospectus have not been registered as a prospectus under the
Securities and Futures Act, Chapter 289 of Singapore (�SFA�) by the Monetary Authority of Singapore. Accordingly,
the notes may not be offered or sold, or made the subject of an invitation for subscription or purchase, nor may this
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offer or sale, or invitation for subscription or purchase, of the notes be circulated or distributed, whether directly or
indirectly, to any person in Singapore other than: (a) to an institutional investor as defined in Section 4A of the SFA
(an �Institutional Investor�) pursuant to Section 274 of
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the SFA; (b) to an accredited investor as defined in Section 4A of the SFA (an �Accredited Investor�) or other relevant
person as defined in Section 275(2) of the SFA (a �Relevant Person�) pursuant to Section 275(1) of the SFA, or to any
person pursuant to an offer referred to in Section 275(1A) of the SFA, and in accordance with the conditions specified
in Section 275 of the SFA; or (c) otherwise pursuant to, and in accordance with, the conditions of any other applicable
exemption or provision of the SFA.

It is a condition of the offer that where the notes are subscribed for or acquired pursuant to an offer made in reliance
on Section 275 of the SFA by a Relevant Person which is:

(a) a corporation (which is not an Accredited Investor), the sole business of which is to hold
investments and the entire share capital of which is owned by one or more individuals, each of
whom is an Accredited Investor; or

(b) a trust (where the trustee is not an Accredited Investor), the sole purpose of which is to hold
investments and each beneficiary of the trust is an individual who is an Accredited Investor,

securities (as defined in Section 239(1) of the SFA) of that corporation, and the beneficiaries� rights and interest
(howsoever described) in that trust, shall not be transferred within 6 months after that corporation or that trust has
subscribed for or acquired the notes pursuant to an offer made under Section 275 of the SFA except:

(a) i. to an Institutional Investor, or an Accredited Investor or other Relevant Person, or to any person
arising from an offer referred to in Section 275(1A) of the SFA (in the case of that corporation) or
Section 276(4)(i)(B) of the SFA (in the case of that trust);

(b) ii. where no consideration is or will be given for the transfer; or

(c) iii. where the transfer is by operation of law.
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Legal Matters

The validity of the notes offered by this prospectus supplement will be passed upon for us by Sidley Austin LLP, New
York, New York. Certain legal matters in connection with the offering of the notes will be passed upon for the
underwriters by Latham & Watkins LLP, Los Angeles, California.

Experts

The consolidated financial statements incorporated in this prospectus supplement by reference from DFS� Annual
Report on Form 10-K for the calendar year ended December 31, 2013 and the effectiveness of DFS� internal control
over financial reporting have been audited by Deloitte & Touche LLP, an independent registered public accounting
firm, as stated in their reports, which are incorporated herein by reference.

Where You Can Find More Information

We file annual, quarterly, and current reports, proxy statements and other information with the Securities and
Exchange Commission (�SEC�). Our SEC filings are available to the public over the Internet at the SEC�s web site at
http://www.sec.gov and on the investor relations page of our website at http://www.discoverfinancial.com. The
information available at our website does not constitute a part of this prospectus. You may also read and copy any
document we file with the SEC at the SEC�s public reference facilities at 100 F Street N.E., Washington, D.C. 20549.
You can also obtain copies of the documents upon the payment of a duplicating fee to the SEC. Please call the SEC at
1-800-SEC-0330 for further information on the operation of the public reference facilities. You may also request a
copy of our SEC filings, or the documents we incorporate by reference herein, at no cost, by writing or telephoning us
at:

Discover Financial Services

2500 Lake Cook Road

Riverwoods, Illinois 60015

Attention: Investor Relations

Telephone: (224) 405-0900

This prospectus supplement and the accompanying prospectus omit some information contained in the registration
statement in accordance with SEC rules and regulations. You should review the information and exhibits included in
the registration statement for further information about us and the securities we are offering. Statements in this
prospectus concerning any document we filed as an exhibit to the registration statement or that we otherwise filed
with the SEC are not intended to be comprehensive and are qualified by reference to these filings. You should review
the complete document to evaluate these statements.

You should rely only on the information incorporated by reference or provided in this prospectus supplement and the
accompanying prospectus. We have not authorized anyone else to provide you with different information or to make
any representations other than as contained in this prospectus supplement and the accompanying prospectus. We are
not making any offer of these securities in any state or jurisdiction where the offer is not permitted.
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Documents Incorporated By Reference

The SEC allows us to incorporate by reference much of the information that we file with it, which means that we can
disclose important information to you by referring you to those publicly available documents. The information that we
incorporate by reference is an important part of this prospectus supplement and the accompanying prospectus. Any
statement contained in a document incorporated or deemed to be incorporated by reference into this prospectus
supplement or the accompanying prospectus will be deemed to be modified or superseded for purposes of this
prospectus supplement and the accompanying prospectus to the extent that a statement contained in this prospectus
supplement or the accompanying prospectus or any other subsequently filed document that is deemed to be
incorporated by reference into this prospectus supplement or the accompanying prospectus modifies or supersedes the
statement. Any statement so modified or superseded will not be deemed, except as so modified or superseded, to
constitute a part of this prospectus supplement or the accompanying prospectus.

This prospectus supplement and the accompanying prospectus incorporate by reference the documents listed below
and any filings we make with the SEC under Sections 13(a), 13(c), 14, or 15(d) of the Exchange Act after the date
hereof and until the termination of this offering; provided, however, that we are not incorporating by reference any
document, portion of any document or other information that is deemed to have been �furnished� and not �filed� with the
SEC:

� our Annual Report on Form 10-K for the fiscal year ended December 31, 2013;

� our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2014, June 30, 2014 and September 30,
2014; and

� our current reports on Form 8-K, filed on March 13, 2014, May 12, 2014, June 12, 2014, June 13,
2014, August 7, 2014 and October 16, 2014.
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PROSPECTUS

Senior Debt Securities

Subordinated Debt Securities

Common Stock

Preferred Stock

Depositary Shares

Stock Purchase Contracts

Stock Purchase Units

Warrants

Hybrid Securities Combining Elements of the Foregoing

This prospectus relates to senior debt securities, subordinated debt securities, common stock, preferred stock, depositary shares, stock purchase
contracts, stock purchase units, warrants and hybrid securities combining elements of the foregoing that we may sell from time to time in one or
more transactions. This prospectus contains a general description of the securities that we may offer for sale. The specific terms of the securities
will be contained in one or more supplements to this prospectus. This prospectus may not be used to offer and sell the securities unless
accompanied by a prospectus supplement. A prospectus supplement may add, update or change information contained in this prospectus. Read
this prospectus and the applicable prospectus supplement, as well as the documents incorporated by reference in this prospectus, carefully before
you invest.

Our common stock is listed on the New York Stock Exchange under the symbol �DFS.� On June 28, 2012, the last reported sale price of our
common stock on the New York Stock Exchange was $33.36 per share. You are urged to obtain current market quotations of the common stock.
We have not yet determined whether any of the other securities that may be offered by this prospectus will be listed on any exchange,
inter-dealer quotation system or over-the-counter market.

Our securities may be offered directly, through agents designated from time to time by us, or to or through underwriters or dealers. If any agents
or underwriters are involved in the sale of any of our securities, their names, and any applicable purchase price, fee, commission or discount
arrangement between or among them, will be set forth or will be calculable in the applicable prospectus supplement or other offering materials.

Investing in the securities involves risk. See �Risk Factors� on page 1 of this prospectus and in the accompanying
prospectus supplement, if any, in addition to the risk factors that are incorporated by reference into this
prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the securities
offered hereby or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The securities offered hereby are not deposits or other obligations of a bank or savings association and are not insured or guaranteed by the
Federal Deposit Insurance Corporation or any other governmental agency.
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ABOUT THIS PROSPECTUS

This prospectus is part of an automatic shelf registration statement that we filed with the Securities and Exchange Commission, or SEC, as a
�well-known seasoned issuer� as defined in Rule 405 under the Securities Act of 1933, as amended, or the Securities Act, utilizing a �shelf�
registration process. Under this shelf process, we may from time to time offer and sell, in one or more offerings, the securities described in this
prospectus. This prospectus provides you with a general description of the securities we may offer. Each time we sell securities under this
prospectus, we will provide a prospectus supplement or other offering materials that will contain specific information about the terms of that
offering. The prospectus supplement may add, update or change information contained in this prospectus. If the information in this prospectus is
inconsistent with a prospectus supplement, you should rely on the information in that prospectus supplement. Please carefully read this
prospectus and any prospectus supplement together with the additional information described under the heading �Where You Can Find More
Information.�

You should rely only on the information contained or incorporated by reference in this prospectus and in any accompanying prospectus
supplement and issuer free writing prospectus. We have not authorized any other person to provide you with different information. This
document may only be used where it is legal to sell these securities. We are not making an offer of these securities in any state or jurisdiction
where the offer is not permitted. You should only assume that the information in this prospectus or in any prospectus supplement or issuer free
writing prospectus is accurate only as of their respective dates. Our business, financial condition, results of operations and prospects may have
changed since those dates.

Each reference in this prospectus to �we,� �us,� �our,� �Discover� or �the Company� means Discover Financial Services and its consolidated subsidiaries,
unless the context requires otherwise.

i
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THE COMPANY

Discover Financial Services is a direct banking and payment services company. We are a bank holding company under the Bank Holding
Company Act of 1956 and a financial holding company under the Gramm-Leach-Bliley Act, subject to oversight, regulation and examination by
the Board of Governors of the Federal Reserve System (the �Federal Reserve�). We offer credit cards, student loans, personal loans and deposit
products through our Discover Bank subsidiary and home loans through our Discover Home Loans, Inc. subsidiary. We had $57.1 billion in loan
receivables and $27.6 billion in deposits issued through direct-to-consumer channels and affinity relationships at May 31, 2012. We operate the
Discover Network, our credit card payments network; the PULSE network (�PULSE�), our automated teller machine (�ATM�), debit and electronic
funds transfer network; and Diners Club International (�Diners Club�), our global payments network.

Our principal executive offices are located at 2500 Lake Cook Road, Riverwoods, Illinois 60015, and our telephone number is (224) 405-0900.

RISK FACTORS

Our business, and an investment in the securities, is subject to uncertainties and risks. You should carefully consider and evaluate all of the
information included and incorporated by reference in this prospectus, including the risk factors incorporated by reference from our most recent
Annual Report on Form 10-K and Quarterly Reports on Form 10-Q, as updated by other SEC filings filed after such reports, as well as any risks
described in any applicable prospectus supplement. Our business, financial condition, results of operations and prospects could be materially
adversely affected by any of these risks. The occurrence of any of these risks may cause you to lose all or part of your investment.

SPECIAL NOTES CONCERNING FORWARD-LOOKING STATEMENTS

This prospectus, including the documents incorporated by reference into this prospectus and any related prospectus supplement, contain or will
contain certain statements that are forward-looking within the meaning of the Private Securities Litigation Reform Act of 1995. These statements
are not guarantees of future performance and involve certain risks, uncertainties and assumptions that are difficult to predict. Actual outcomes
and results may differ materially from those expressed in, or implied by, our forward-looking statements. Words such as �expects,� �anticipates,�
�believes,� �estimates� and other similar expressions or future or conditional verbs such as �will,� �should,� �would� and �could� are intended to identify
such forward-looking statements. You should not rely solely on the forward-looking statements, which are qualified in their entirety by reference
to, and are accompanied by, the important factors described in our Annual Report on Form 10-K for the year ended November 30, 2011,
including under the headings �Risk Factors� and �Special Note Regarding Forward-Looking Statements,� as updated by our other SEC filings filed
after such Annual Report, including our Quarterly Reports on Form 10-Q for the quarters ended February 29, 2012 and May 31, 2012. You
should consider all uncertainties and risks contained in or incorporated by reference into this prospectus and any related prospectus supplement.
Forward-looking statements speak only as of the date they are made, and we undertake no obligation to update any forward-looking statement.

Possible events or factors that could cause results or performance to differ materially from those expressed in our forward-looking statements
include the following:

� changes in economic variables, such as the availability of consumer credit, the housing market, energy costs, the number and
size of personal bankruptcy filings, the rate of unemployment, the levels of consumer confidence and consumer debt, and
investor sentiment;
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� the impact of current, pending and future legislation, regulation, supervisory guidance, and regulatory and legal actions,
including those related to financial regulatory reform, consumer financial services practices, and funding, capital and liquidity;

� the actions and initiatives of current and potential competitors;

� our ability to manage our expenses;

� our ability to successfully achieve card acceptance across our networks and maintain relationships with network participants;

� our ability to sustain and grow our private student loan portfolio;

� our ability to manage our credit risk, market risk, liquidity risk, operational risk, legal and compliance risk, and strategic risk;

� the availability and cost of funding and capital;

� access to deposit, securitization, equity, debt and credit markets;

� the impact of rating agency actions;

� the level and volatility of equity prices, commodity prices and interest rates, currency values, investments, other market
fluctuations and other market indices;

� losses in our investment portfolio;

� limits on our ability to pay dividends and repurchase our common stock;

� fraudulent activities or material security breaches of key systems;

� our ability to increase or sustain Discover card usage or attract new customers;

� our ability to attract new merchants and maintain relationships with current merchants;

� the effect of political, economic and market conditions, geopolitical events and unforeseen or catastrophic events;

� our ability to introduce new products or services;
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� our ability to manage our relationships with third-party vendors;

� our ability to maintain current technology and integrate new and acquired systems;

� our ability to collect amounts for disputed transactions from merchants and merchant acquirers;

� our ability to attract and retain employees;

� our ability to protect our reputation and our intellectual property;

� difficulty obtaining regulatory approval for, financing, closing, transitioning, integrating or managing the expenses of
acquisitions of or investments in new businesses, products or technologies; and

� new lawsuits, investigations or similar matters or unanticipated developments related to current matters.
We routinely evaluate and may pursue acquisitions of or investments in businesses, products, technologies, loan portfolios or deposits, which
may involve payment in cash or our debt or equity securities.

The foregoing review of important factors should not be construed as exclusive and should be read in conjunction with the other cautionary
statements that are included in or incorporated by reference into this prospectus and any related prospectus supplement. These factors expressly
qualify all subsequent oral and written forward-looking statements attributable to us or persons acting on our behalf. Except for any ongoing
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obligations to disclose material information as required under U.S. federal securities laws, we do not have any intention or obligation to update
forward-looking statements after we distribute this prospectus and any related prospectus supplement, whether as a result of new information,
future developments or otherwise.

USE OF PROCEEDS

Unless otherwise described in the applicable prospectus supplement, we intend to use the net proceeds from the sale of the securities for general
corporate purposes, which may include: working capital needs, investments in, or extensions of credit to, our subsidiaries, possible repayment,
repurchase or redemption of existing debt, expansion of existing businesses, possible acquisitions of businesses and possible investments in
other business opportunities. Pending such use, we intend to invest the net proceeds in interest-bearing investment-grade securities.

SELECTED FINANCIAL DATA

Effective March 1, 2012, we adopted the Financial Accounting Standards Board�s (�FASB�) Accounting Standards Update (�ASU�) No. 2011-05,
Comprehensive Income (Topic 220): Presentation of Comprehensive Income, as amended by ASU 2011-12, Comprehensive Income (Topic
220): Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of Items Out of Accumulated Other Comprehensive
Income in Accounting Standards Update No. 2011-05. These updates revise the manner in which entities present comprehensive income in their
financial statements. The following selected financial information revises historical information to illustrate the new presentation required by
this pronouncement for the periods presented.

STATEMENTS OF COMPREHENSIVE INCOME

(unaudited, in thousands)

For the Year Ended November 30,
2011 2010 2009

Net income $ 2,226,708 $ 764,788 $ 1,276,185
Other comprehensive income, net of taxes
Unrealized gain (loss) on securities available for sale, net of tax
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