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required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.   Yes x No ¨
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Large accelerated filer x Accelerated filer o
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Emerging growth company o
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Exchange Act. ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes ¨                               No x
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Indicate the number of shares outstanding of each of the registrant’s classes of common stock, as of the latest
practicable date.

145,888,459 shares of common stock as of August 6, 2018
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PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS
RAYMOND JAMES FINANCIAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
(Unaudited)

$ in thousands, except share amounts June 30, 2018 September 30,
2017

Assets:
Cash and cash equivalents $3,179,751 $3,669,672
Assets segregated pursuant to regulations and other segregated assets 2,687,365 3,476,085
Securities purchased under agreements to resell 343,052 404,462
Securities borrowed 164,256 138,319
Financial instruments owned, at fair value:
Trading instruments (includes $537,169 and $357,099 pledged as collateral) 670,350 564,263
Available-for-sale securities (includes $21,305 and $- pledged as collateral) 2,668,211 2,188,282
Derivative assets 217,522 318,775
Private equity investments 164,457 198,779
Other investments (includes $26,487 and $6,640 pledged as collateral) 214,882 220,980
Brokerage client receivables, net 2,899,385 2,766,771
Receivables from brokers, dealers and clearing organizations 237,301 268,021
Other receivables 671,621 652,769
Bank loans, net 18,987,806 17,006,795
Loans to financial advisors, net 928,488 873,272
Investments in real estate partnerships held by consolidated variable interest entities 99,091 111,743
Property and equipment, net 471,603 437,374
Deferred income taxes, net 231,816 313,486
Goodwill and identifiable intangible assets, net 641,787 493,183
Other assets 885,365 780,425
Total assets $36,364,109 $34,883,456

Liabilities and equity:
Bank deposits $19,478,561 $17,732,362
Securities sold under agreements to repurchase 115,464 220,942
Securities loaned 386,651 383,953
Financial instruments sold but not yet purchased, at fair value:
Trading instruments 258,881 221,449
Derivative liabilities 292,225 356,964
Brokerage client payables 5,066,586 5,411,829
Payables to brokers, dealers and clearing organizations 195,560 172,714
Accrued compensation, commissions and benefits 1,005,598 1,059,996
Other payables 864,713 567,045
Other borrowings 900,326 1,514,012
Senior notes payable 1,549,493 1,548,839
Total liabilities 30,114,058 29,190,105
Commitments and contingencies (see Note 14)
Equity
Preferred stock; $.10 par value; 10,000,000 shares authorized; -0- shares issued and
outstanding — —

1,561 1,542
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Common stock; $.01 par value; 350,000,000 shares authorized; 156,126,130 and
154,228,235 shares issued as of June 30, 2018 and September 30, 2017, respectively,
and 145,754,690 and 144,096,521 shares outstanding as of June 30, 2018 and
September 30, 2017, respectively
Additional paid-in capital 1,780,994 1,645,397
Retained earnings 4,814,603 4,340,054
Treasury stock, at cost; 10,343,288 and 10,084,038 common shares as of June 30, 2018
and September 30, 2017, respectively (413,202 ) (390,081 )

Accumulated other comprehensive loss (26,593 ) (15,199 )
Total equity attributable to Raymond James Financial, Inc. 6,157,363 5,581,713
Noncontrolling interests 92,688 111,638
Total equity 6,250,051 5,693,351
Total liabilities and equity $36,364,109 $34,883,456
See accompanying Notes to Condensed Consolidated Financial Statements (Unaudited).
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RAYMOND JAMES FINANCIAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
(Unaudited)

Three months ended June
30,

Nine months ended June
30,

in thousands, except per share amounts 2018 2017 2018 2017
Revenues:
Securities commissions and fees $1,115,465 $1,017,908 $3,336,311 $2,994,405
Investment banking 115,069 104,191 285,786 267,993
Investment advisory and related administrative fees 153,627 117,378 447,083 335,901
Interest income 271,342 204,224 751,917 579,550
Account and service fees 201,264 174,084 577,056 485,856
Net trading profit 11,371 23,404 45,278 59,770
Other 22,764 21,918 70,297 68,714
Total revenues 1,890,902 1,663,107 5,513,728 4,792,189
Interest expense (54,307 ) (38,560 ) (138,340 ) (111,203 )
Net revenues 1,836,595 1,624,547 5,375,388 4,680,986
Non-interest expenses:
Compensation, commissions and benefits 1,207,512 1,082,382 3,556,927 3,124,563
Communications and information processing 91,651 77,819 272,067 226,047
Occupancy and equipment costs 49,503 46,507 149,018 140,057
Business development 56,944 39,305 133,543 116,186
Investment sub-advisory fees 23,028 20,133 68,470 57,206
Bank loan loss provision 5,226 6,209 13,791 13,097
Acquisition-related expenses — 3,366 3,927 17,118
Losses on extinguishment of debt — — — 8,282
Other 84,689 71,885 216,830 332,671
Total non-interest expenses 1,518,553 1,347,606 4,414,573 4,035,227
Income including noncontrolling interests and before provision
for income taxes 318,042 276,941 960,815 645,759

Provision for income taxes 85,800 91,590 366,725 204,160
Net income including noncontrolling interests 232,242 185,351 594,090 441,599
Net income/(loss) attributable to noncontrolling interests (16 ) 1,927 143 (1,147 )
Net income attributable to Raymond James Financial, Inc. $232,258 $183,424 $593,947 $442,746

Earnings per common share – basic $1.59 $1.27 $4.08 $3.09
Earnings per common share – diluted $1.55 $1.24 $3.99 $3.02
Weighted-average common shares outstanding – basic 145,634 143,712 145,156 143,059
Weighted-average common and common equivalent shares
outstanding – diluted 149,447 147,103 148,787 146,347

Net income attributable to Raymond James Financial, Inc. $232,258 $183,424 $593,947 $442,746
Other comprehensive income/(loss), net of tax:
Net change in unrealized gain/(loss) on available-for-sale
securities and non-credit portion of other-than-temporary
impairment losses

(3,848 ) 1,776 (32,428 ) (418 )

Net change in unrealized gain/(loss) on currency translations,
net of the impact of net investment hedges (6,290 ) 7,423 (8,512 ) 10,647

Net change in unrealized gain/(loss) on cash flow hedges 6,068 (3,775 ) 29,546 23,494
Total comprehensive income $228,188 $188,848 $582,553 $476,469
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RAYMOND JAMES FINANCIAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(Unaudited)

Nine months ended June
30,

$ in thousands, except per share amounts 2018 2017
Common stock, par value $.01 per share:
Balance beginning of year $1,542 $1,513
Share issuances 19 27
Balance end of period 1,561 1,540

Additional paid-in capital:
Balance beginning of year 1,645,397 1,498,921
Employee stock purchases 23,923 20,229
Exercise of stock options and vesting of restricted stock units, net of forfeitures 33,677 31,556
Restricted stock, stock option and restricted stock unit expense 76,825 72,036
Other 1,172 826
Balance end of period 1,780,994 1,623,568

Retained earnings:
Balance beginning of year 4,340,054 3,834,781
Net income attributable to Raymond James Financial, Inc. 593,947 442,746
Cash dividends declared (119,288 ) (98,644 )
Other (110 ) —
Balance end of period 4,814,603 4,178,883

Treasury stock:
Balance beginning of year (390,081 ) (362,937 )
Purchases/surrenders (8,706 ) (9,265 )
Exercise of stock options and vesting of restricted stock units, net of forfeitures (14,415 ) (20,507 )
Balance end of period (413,202 ) (392,709 )

Accumulated other comprehensive loss:
Balance beginning of year (15,199 ) (55,733 )
Net change in unrealized loss on available-for-sale securities and non-credit portion of
other-than-temporary impairment losses, net of tax (32,428 ) (418 )

Net change in unrealized gain/(loss) on currency translations, net of the impact of net
investment hedges, net of tax (8,512 ) 10,647

Net change in unrealized gain on cash flow hedges, net of tax 29,546 23,494
Balance end of period (26,593 ) (22,010 )
Total equity attributable to Raymond James Financial, Inc. $6,157,363 $5,389,272

Noncontrolling interests:
Balance beginning of year $111,638 $146,431
Net income attributable to noncontrolling interests 143 (1,147 )
Capital contributions — 9,776
Distributions (18,841 ) (39,968 )
Derecognition resulting from sales — (4,628 )
Other (252 ) 1,014
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Balance end of period 92,688 111,478
Total equity $6,250,051 $5,500,750

See accompanying Notes to Condensed Consolidated Financial Statements (Unaudited).
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RAYMOND JAMES FINANCIAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Nine months ended
June 30,

$ in thousands 2018 2017
Cash flows from operating activities:
Net income attributable to Raymond James Financial, Inc. $593,947 $442,746
Net income/(loss) attributable to noncontrolling interests 143 (1,147 )
Net income including noncontrolling interests 594,090 441,599
Adjustments to reconcile net income including noncontrolling interests to net cash provided by
operating activities:
Depreciation and amortization 71,930 62,149
Deferred income taxes 98,846 (56,948 )
Premium and discount amortization on available-for-sale securities and loss/(gain) on other
investments 2,855 (23,468 )

Provisions for loan losses, legal and regulatory proceedings and bad debts 33,679 159,131
Share-based compensation expense 80,724 76,419
Compensation expense/(benefit) payable in common stock of an acquiree (5,850 ) 12,810
Unrealized gain on company owned life insurance, net of expenses (19,657 ) (30,076 )
Losses on extinguishment of debt — 8,282
Other 21,659 18,129
Net change in:
Assets segregated pursuant to regulations and other segregated assets 765,346 1,497,360
Securities purchased under agreements to resell, net of securities sold under agreements to
repurchase (47,701 ) 21,010

Securities loaned, net of securities borrowed (23,567 ) (229,170 )
Loans provided to financial advisors, net of repayments (72,877 ) (41,779 )
Brokerage client receivables and other accounts receivable, net (149,237 ) (68,688 )
Trading instruments, net (88,299 ) 10
Derivative instruments, net 76,850 78,879
Other assets (48,812 ) 54,043
Brokerage client payables and other accounts payable (183,746 ) (678,686 )
Accrued compensation, commissions and benefits (51,965 ) (17,288 )
Proceeds from sales of securitizations and loans held for sale, net of purchases and originations
of loans held for sale (65,119 ) 44,369

Net cash provided by operating activities 989,149 1,328,087

Cash flows from investing activities:
Additions to property, buildings and equipment, including software (96,114 ) (152,715 )
Increase in bank loans, net (1,875,301) (1,731,114)
Proceeds from sales of loans held for investment 140,478 287,669
Purchases of available-for-sale securities (899,243 ) (1,424,706)
Available-for-sale securities maturations, repayments and redemptions 359,537 198,654
Proceeds from sales of available-for-sale securities — 65,656
Business acquisition, net of cash acquired (159,200 ) —
Other investing activities, net 32,215 84,701
Net cash used in investing activities (2,497,628) (2,671,855)

Edgar Filing: RAYMOND JAMES FINANCIAL INC - Form 10-Q

11



(continued on next page)

See accompanying Notes to Condensed Consolidated Financial Statements (Unaudited).

6

Edgar Filing: RAYMOND JAMES FINANCIAL INC - Form 10-Q

12



RAYMOND JAMES FINANCIAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(continued from previous page)

Nine months ended June
30,

$ in thousands 2018 2017
Cash flows from financing activities:
Proceeds from borrowings on the RJF Credit Facility 300,000 —
Repayment of borrowings on the RJF Credit Facility (300,000 ) —
Repayments of short-term borrowings, net (610,000 ) —
Proceeds from Federal Home Loan Bank advances 850,000 850,000
Repayments of Federal Home Loan Bank advances and other borrowed funds (853,686 ) (653,461 )
Proceeds from senior note issuances, net of debt issuance costs paid — 508,489
Extinguishment of senior notes payable — (350,000 )
Acquisition-related contingent consideration received, net of payments — 2,992
Exercise of stock options and employee stock purchases 54,695 51,183
Increase in bank deposits 1,746,199 2,048,334
Purchases of treasury stock (23,788 ) (32,179 )
Dividends on common stock (107,215 ) (95,322 )
Distributions to noncontrolling interests, net (14,101 ) (27,782 )
Net cash provided by financing activities 1,042,104 2,302,254

Currency adjustment:
Effect of exchange rate changes on cash (23,546 ) 6,541
Net increase/(decrease) in cash and cash equivalents (489,921 ) 965,027
Cash and cash equivalents at beginning of year 3,669,672 1,650,452
Cash and cash equivalents at end of period $3,179,751 $2,615,479

Supplemental disclosures of cash flow information:
Cash paid for interest $127,069 $92,930
Cash paid for income taxes $191,760 $243,585
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See accompanying Notes to Condensed Consolidated Financial Statements (Unaudited).
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RAYMOND JAMES FINANCIAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
June 30, 2018 

NOTE 1 – ORGANIZATION AND BASIS OF PRESENTATION

Organization

Raymond James Financial, Inc. (“RJF,” the “firm” or the “Company”) is a financial holding company whose broker-dealer
subsidiaries are engaged in various financial services businesses, including the underwriting, distribution, trading and
brokerage of equity and debt securities and the sale of mutual funds and other investment products.  In addition, other
subsidiaries of RJF provide investment management services for retail and institutional clients, corporate and retail
banking services, and trust services.  For further information about our business segments, see Note 20 of this Form
10-Q. As used herein, the terms “we,” “our” or “us” refer to RJF and/or one or more of its subsidiaries.

Basis of presentation

The accompanying unaudited condensed consolidated financial statements include the accounts of RJF and its
consolidated subsidiaries that are generally controlled through a majority voting interest. We consolidate all of our
100% owned subsidiaries. In addition, we consolidate any variable interest entity (“VIE”) in which we are the primary
beneficiary. Additional information on these VIEs is provided in Note 2 and Note 10 of our Annual Report on Form
10-K (the “2017 Form 10-K”) for the year ended September 30, 2017, as filed with the United States (“U.S.”) Securities
and Exchange Commission (“SEC”) and in Note 9 of this Form 10-Q. When we do not have a controlling interest in an
entity, but we exert significant influence over the entity, we apply the equity method of accounting. All material
intercompany balances and transactions have been eliminated in consolidation.

Accounting estimates and assumptions

Certain financial information that is normally included in annual financial statements prepared in accordance with
U.S. generally accepted accounting principles (“GAAP”) but not required for interim reporting purposes has been
condensed or omitted. These unaudited condensed consolidated financial statements reflect, in the opinion of
management, all adjustments necessary for a fair presentation of the consolidated financial position and results of
operations for the periods presented.

The nature of our business is such that the results of any interim period are not necessarily indicative of results for a
full year. These unaudited condensed consolidated financial statements should be read in conjunction with
Management’s Discussion and Analysis of Financial Condition and Results of Operations and the consolidated
financial statements and notes thereto included in our 2017 Form 10-K. To prepare condensed consolidated financial
statements in conformity with GAAP, we must make certain estimates and assumptions that affect the reported
amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the condensed
consolidated financial statements, and the reported amounts of revenues and expenses for the reporting period. Actual
results could differ from those estimates and could have a material impact on the condensed consolidated financial
statements.

Reclassifications

Certain prior period amounts have been reclassified to conform to the current period’s presentation.
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NOTE 2 – UPDATE OF SIGNIFICANT ACCOUNTING POLICIES

A summary of our significant accounting policies is included in Note 2 of our 2017 Form 10-K. There have been no
significant changes to our significant accounting policies since September 30, 2017.

Loans to financial advisors, net

As more fully described in Note 2 of our 2017 Form 10-K, we offer loans to financial advisors and certain other key
revenue producers, primarily for recruiting, transitional cost assistance, and retention purposes. We present the
outstanding balance of “Loans to financial advisors, net” on our Condensed Consolidated Statements of Financial
Condition, net of the allowance for doubtful accounts. Of the gross balance outstanding, the portion associated with
financial advisors who are no longer affiliated with us was approximately $21 million and $22 million at June 30,
2018 and September 30, 2017, respectively. Our allowance for doubtful accounts was approximately $9 million and
$8 million at June 30, 2018 and September 30, 2017, respectively.

8
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RAYMOND JAMES FINANCIAL, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements (Unaudited)

Recent accounting developments

Accounting guidance recently adopted

Income Taxes - In March 2018, the Financial Accounting Standards Board (“FASB”) issued ASU 2018-05, which
amended income tax accounting guidance to include guidance issued by the SEC related to the implementation of the
Tax Cuts and Jobs Act (the “Tax Act”), which we applied during our first fiscal quarter of 2018 when it was issued by
the SEC. See Note 13 for more information.

Reclassification of certain tax effects from accumulated other comprehensive income (“AOCI”) - In February 2018, the
FASB issued guidance (ASU 2018-02) allowing companies to reclassify to retained earnings the tax effects related to
items within AOCI that the FASB refers to as having been stranded as a result of the Tax Act. We early adopted this
amended guidance on January 1, 2018 on a modified retrospective approach. The amount reclassified from AOCI to
retained earnings related to the Tax Act was insignificant. See Note 15 for more information.

Derivatives and hedging (accounting for hedging activities) - In August 2017, the FASB issued new guidance
amending its hedge accounting model (ASU 2017-12). Among other things, the new guidance:

•Expands the ability to hedge nonfinancial and financial risk components.
•Reduces complexity in fair value hedges of interest rate risk.
•Eliminates the requirement to separately measure and report hedge ineffectiveness.

•Generally requires the entire change in the fair value of a hedging instrument to be presented in the same income
statement line as the hedged item.
•Modifies accounting for components excluded from the assessment of hedge effectiveness.
•Eases certain documentation and hedge effectiveness assessment requirements.

The new guidance is required to be applied to cash flow and net investment hedges that exist on the date of adoption
on a modified retrospective basis. Changes to presentation and disclosure requirements are only required on a
prospective basis. We early-adopted this new guidance on April 1, 2018 and the adoption had no effect on our
financial position and results of operations.

Accounting guidance not yet adopted

Revenue recognition - In May 2014, the FASB issued new guidance regarding revenue recognition (ASU 2014-09).
The new guidance is a comprehensive new revenue recognition model that requires a company to recognize revenue
to depict the transfer of goods or services to a customer at an amount that reflects the consideration it expects to
receive in exchange for those goods or services. It also provides guidance on accounting for certain contract costs and
requires additional disclosures. This new revenue recognition guidance, including subsequent amendments, is first
effective for our fiscal year beginning on October 1, 2018 and allows for full retrospective adoption or modified
retrospective adoption. Although permitted for fiscal years beginning after December 15, 2016, we do not plan to
early adopt. Upon adoption, we plan to use a modified retrospective approach, with a cumulative effect adjustment to
opening retained earnings. Our implementation efforts include analyzing contracts related to revenues within the
scope of the new guidance and reviewing potential changes to our existing revenue recognition accounting policies.
We are also evaluating the impact to our disclosures as a result of adopting this new guidance. Based on our
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implementation efforts to date, we expect that we will be required to change our current presentation of certain costs
from a net presentation within revenues to a gross presentation, particularly with respect to merger & acquisitions
advisory transactions and underwriting transactions. We are still evaluating the impact the adoption of this new
guidance will have on our financial position and results of operations.
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RAYMOND JAMES FINANCIAL, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements (Unaudited)

Financial instruments - In January 2016, the FASB issued new guidance related to the accounting for financial
instruments (ASU 2016-01). Among its provisions, including subsequent amendments, this new guidance:

•

Requires equity investments (other than those accounted for under the equity method or those that result from the
consolidation of the investee) to be measured at fair value with changes in fair value recognized in net income.
However, an entity may choose to measure equity investments that do not have readily determinable fair values at
cost minus impairment, if any.

•Simplifies the impairment assessment of equity investments without readily determinable fair values by requiring a
qualitative assessment to identify impairment.

•Eliminates the requirement to disclose the method(s) and significant assumptions used to estimate the fair value that is
required to be disclosed for financial instruments measured at amortized cost on the balance sheet.

•Requires the use of the exit price notion when measuring the fair value of financial instruments for disclosure
purposes.

•
Requires separate presentation of financial assets and financial liabilities by measurement category and form of
financial asset (that is, securities or loans and receivables) on the balance sheet or the accompanying notes to the
financial statements.

This new guidance, including subsequent amendments, is effective for our fiscal year beginning on October 1, 2018,
generally under a modified retrospective approach, with the exception of the amendments related to equity
investments without a readily determinable fair value and the use of an exit price notion to measure financial
instruments for disclosure purposes, which will be applied prospectively as of the date of adoption. Early adoption is
generally not permitted. Upon adoption, our investments in equity securities classified as available-for-sale prior to the
adoption date will be accounted for at fair value with unrealized gains/(losses) reflected in earnings. Previously, such
unrealized gains/(losses) were reflected in other comprehensive income. The adoption of this new guidance is not
expected to have a material impact on our financial position and results of operations.

Lease accounting - In February 2016, the FASB issued new guidance related to the accounting for leases (ASU
2016-02). The new guidance requires the recognition of assets and liabilities on the balance sheet related to the rights
and obligations created by lease agreements with terms greater than twelve months, regardless of whether they are
classified as finance or operating leases. Consistent with current guidance, the recognition, measurement and
presentation of expenses and cash flows arising from a lease will primarily depend upon its classification as a finance
or operating lease. The new guidance requires new disclosures to help financial statement users better understand the
amount, timing and cash flows arising from leases. This new guidance, including subsequent amendments, is first
effective for our fiscal year beginning on October 1, 2019. Although permitted, we do not plan to early adopt. Upon
adoption, we will use a modified retrospective approach, with a cumulative effect adjustment to opening retained
earnings. Our implementation efforts include reviewing existing leases and service contracts, which may include
embedded leases. We are in the process of identifying changes to our business processes, systems and controls to
support adoption of the new guidance. This new guidance will impact our financial position and results of operations.
We are evaluating the magnitude of such impact.

Credit losses - In June 2016, the FASB issued new guidance related to the measurement of credit losses on financial
instruments (ASU 2016-13). The amended guidance involves several aspects of the accounting for credit losses
related to certain financial instruments including assets measured at amortized cost, available-for-sale debt securities
and certain off-balance sheet commitments. The new guidance broadens the information that an entity must consider
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in developing its estimated credit losses expected to occur over the remaining life of assets measured either
collectively or individually to include historical experience, current conditions and reasonable and supportable
forecasts, replacing the existing incurred credit loss model and other models with the Current Expected Credit Losses
(“CECL”) model.  The new guidance expands the disclosure requirements regarding an entity’s assumptions, models,
and methods for estimating credit losses and requires new disclosures of the amortized cost balance for each class of
financial asset by credit quality indicator, disaggregated by the year of origination. This new guidance is first effective
for our fiscal year beginning October 1, 2020 and will be adopted under a modified retrospective approach. Early
adoption is permitted although not prior to our fiscal year beginning October 1, 2019. We have begun our
implementation and evaluation efforts by establishing a cross-functional team to assess the required changes to our
credit loss estimation methodologies and systems, as well as determine additional data and resources required to
comply with the new guidance. We are evaluating the impact the adoption of this new guidance will have on our
financial position and results of operations, which will depend on, among other things, the current and expected
macroeconomic conditions and the nature and characteristics of financial assets held by us on the date of adoption.

Statement of Cash Flows (classification of certain cash receipts and cash payments) - In August 2016, the FASB
issued amended guidance related to the Statement of Cash Flows (ASU 2016-15). The amended guidance involves
several aspects of the classification of certain cash receipts and cash payments including debt prepayment or debt
extinguishment costs, settlement of zero-coupon debt instruments or other debt instruments with coupon interest rates
that are insignificant in relation to the effective interest rate of the borrowing, contingent consideration payments
made after a business combination, proceeds from the settlement of insurance claims, proceeds from the settlement of
corporate-owned life insurance policies (including bank-owned life insurance policies), distributions received from
equity method investees, beneficial interests in securitization transactions and separately identifiable cash flows and
application of the predominance principle. This amended guidance is first effective for our fiscal year beginning
October 1, 2018 and

10

Edgar Filing: RAYMOND JAMES FINANCIAL INC - Form 10-Q

20



RAYMOND JAMES FINANCIAL, INC. AND SUBSIDIARIES
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will be adopted under a retrospective approach. Although permitted, we do not plan to early adopt. The adoption of
this new guidance will impact our Consolidated Statement of Cash Flows and will not have an impact on our financial
position and results of operations.

Statement of Cash Flows (restricted cash) - In November 2016, the FASB issued new guidance related to the
classification and presentation of changes in restricted cash on the Statement of Cash Flows (ASU 2016-18). Current
GAAP does not provide guidance to address how to classify and present changes in restricted cash or restricted cash
equivalents that occur when there are transfers between cash, cash equivalents and restricted cash or restricted cash
equivalents and when there are direct cash receipts into restricted cash or restricted cash equivalents or direct cash
payments made from restricted cash or restricted cash equivalents. Under the new guidance, an entity should present
in their Statement of Cash Flows the changes during the period in the total of cash and cash equivalents and amounts
described as restricted cash or restricted cash equivalents when reconciling the beginning-of-period and
ending-of-period total amounts shown on the statement of cash flows. This guidance is first effective for our fiscal
year beginning October 1, 2018 and will be adopted under a retrospective approach. Although permitted, we do not
plan to early adopt. The adoption of this new guidance will impact our Consolidated Statement of Cash Flows and will
not have an impact on our financial position and results of operations.

Definition of a business - In January 2017, the FASB issued amended guidance related to the definition of a business
(ASU 2017-01). This amended guidance clarifies the definition of a business with the objective of adding guidance to
assist entities with evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or
businesses. This guidance is first effective for our fiscal year beginning October 1, 2018 and will be adopted on a
prospective basis. Early adoption is permitted. Given the adoption of this amended guidance is dependent upon the
nature of future events and circumstances, we are unable to estimate the impact, if any, the adoption of this new
guidance will have on our financial position and results of operations.

Goodwill - In January 2017, the FASB issued amended guidance to simplify the subsequent measurement of goodwill,
eliminating “Step 2” from the goodwill impairment test (ASU 2017-04). In computing the implied fair value of goodwill
under Step 2, an entity had to perform procedures to determine the fair value at the impairment testing date of its
assets and liabilities following the procedure that would be required in determining the fair value of assets acquired
and liabilities assumed in a business combination. Under this amended guidance, an entity should perform its annual,
or interim, goodwill impairment test by comparing the fair value of a reporting unit with its carrying amount and
subsequently recognize an impairment charge for the amount by which the carrying amount exceeds the reporting
unit’s fair value; however, the loss recognized should not exceed the total amount of goodwill allocated to that
reporting unit. This guidance is first effective for our fiscal year beginning October 1, 2019 and will be adopted on a
prospective basis. Early adoption is permitted for interim or annual goodwill impairment tests performed on testing
dates after January 1, 2017. We will adopt this simplification guidance in the earliest period it applies to our facts and
circumstances.

Callable debt securities - In March 2017, the FASB issued new guidance that requires certain premiums on callable
debt securities to be amortized to the earliest call date instead of the contractual life of the security (ASU 2017-08).
Discounts on callable debt securities will continue to be amortized to the contractual maturity date. This guidance is
first effective for our fiscal year beginning on October 1, 2019 and will be adopted using a modified retrospective
approach. Early adoption is permitted. We are evaluating the impact the adoption of this new guidance will have on
our financial position and results of operations.

Edgar Filing: RAYMOND JAMES FINANCIAL INC - Form 10-Q

21



Share-based payment awards (modifications) - In May 2017, the FASB issued amended guidance that clarifies when
changes to the terms or conditions of share-based payment awards require an entity to apply modification accounting
(ASU 2017-09). The amended guidance states an entity should account for the effects of a modification unless certain
criteria are met which include that the modified award has the same fair value, vesting conditions and classification as
the original award. This amended guidance is first effective for our fiscal year beginning October 1, 2018 and will be
adopted on a prospective basis. Early adoption is permitted. Given that this guidance applies to specific transactions
and would only become relevant in certain circumstances, we are unable to estimate the impact, if any, this amended
guidance may have on our financial position and results of operations.

Share-based payment awards (nonemployee) - In June 2018, the FASB issued amended guidance that aligns the
measurement and classification guidance for share-based payments to nonemployees with the guidance for
share-based payments to employees, with certain exceptions (ASU 2018-07). The amended guidance states an entity
should measure the fair value of the award by estimating the fair value of the equity instruments to be issued and, for
equity-classified awards, the fair value should be measured on the grant date. The amended guidance also clarifies that
nonemployee awards that contain a performance condition are to be measured based on the outcome that is probable
and that entities may elect, on an award-by-award basis, to use the expected term or the contractual term to measure
the award. This amended guidance is first effective for our fiscal year beginning October 1, 2019 and will be adopted
using a modified retrospective approach with a cumulative adjustment to retained earnings. Early adoption is
permitted, but not before an entity has adopted the amended revenue recognition guidance. We are considering
whether we will early adopt this new guidance and the timing thereof, as well as the impact it will have on our
financial position and results of operations.

11
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NOTE 3 – ACQUISITIONS

Acquisitions completed during fiscal year 2018

In November 2017, we completed our acquisition of 100% of the outstanding shares of Scout Investments, Inc. (the
“Scout Group”), an asset management and distribution entity, from UMB Financial Corporation. The Scout Group
includes Scout Investments (“Scout”) and its Reams Asset Management division (“Reams”), as well as Scout Distributors.
The addition of Scout, an equity asset manager, and Reams, an institutional-focused fixed income specialist,
broadened the investment solutions available to our clients and has been integrated into our Asset Management
segment. For purposes of certain acquisition-related financial reporting requirements, the Scout Group acquisition was
not considered a material acquisition. We accounted for this acquisition under the acquisition method of accounting
with the assets and liabilities of the Scout Group recorded as of the acquisition date at their respective fair values in
our condensed consolidated financial statements. The Scout Group’s results of operations have been included in our
results prospectively from November 17, 2017.

Acquisition-related expenses

The “Acquisition-related expenses” presented in our Condensed Consolidated Statements of Income and Comprehensive
Income for
the nine months ended June 30, 2018 pertain to certain incremental expenses incurred in connection with the Scout
Group acquisition. Acquisition-related expenses for the three and nine months ended June 30, 2017 primarily related
to our fiscal year 2016 acquisitions of the U.S. Private Client Services unit of Deutsche Bank Wealth Management
(“Alex. Brown”) and MacDougall, MacDougall & MacTier Inc. (“3Macs”), which are described further in Note 3 of our
2017 Form 10-K.

The table below presents a summary of acquisition-related expenses incurred in each respective period.
Three
months
ended
June 30,

Nine months
ended June 30,

$ in thousands 20182017 2018 2017
Legal and regulatory $—$1,509 $2,281 $2,336
Severance —177 990 5,734
Information systems integration costs —29 162 1,651
Acquisition and integration-related incentive compensation costs —— — 5,474
Early termination costs of assumed contracts —— — 1,329
Post-closing purchase price contingency —— — (3,499 )
Deutsche Bank restricted stock unit (“DBRSU”) obligation and related hedge —(28 ) — 770
All other —1,679 494 3,323
Total acquisition-related expenses $—$3,366 $3,927 $17,118
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NOTE 4 – FAIR VALUE

Our “Financial instruments owned” and “Financial instruments sold but not yet purchased” on our Condensed
Consolidated Statements of Financial Condition are recorded at fair value under GAAP. For further information about
such instruments and our significant accounting policies related to fair value see Note 2 and Note 4 of our 2017 Form
10-K. There have been no material changes to our valuation methodologies or our fair value accounting policies since
our year ended September 30, 2017.

The tables below present assets and liabilities measured at fair value on a recurring and nonrecurring basis. Netting
adjustments represent the impact of counterparty and collateral netting on our derivative balances included in our
Condensed Consolidated Statements of Financial Condition. See Note 6 for additional information. Bank loans held
for sale measured at fair value on a nonrecurring basis are recorded at a fair value lower than cost.

$ in thousands

Quoted
prices
in active
markets for
identical
instruments
(Level 1)

Significant
other
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

Netting
adjustments

Balance as
of
June 30,
2018

Assets at fair value on a recurring basis
Trading instruments
Municipal and provincial obligations $ 106 $228,326 $ — $ — $228,432
Corporate obligations 17,029 118,103 — — 135,132
Government and agency obligations 11,381 49,673 — — 61,054
Agency mortgage-backed securities (“MBS”) and
collateralized mortgage obligations (“CMOs”) 286 77,377 — — 77,663

Non-agency CMOs and asset-backed securities
(“ABS”) — 95,849 4 — 95,853

Total debt securities 28,802 569,328 4 — 598,134
Equity securities 14,557 279 — — 14,836
Brokered certificates of deposit — 33,404 — — 33,404
Other 36 20,000 3,940 — 23,976
Total trading instruments 43,395 623,011 3,944 — 670,350
Available-for-sale securities
Agency MBS and CMOs — 2,556,072 — — 2,556,072
Other securities 897 — — — 897
Auction rate securities (“ARS”) preferred securities — — 111,242 — 111,242
Total available-for-sale securities 897 2,556,072 111,242 — 2,668,211
Derivative assets
Interest rate contracts
Matched book — 195,956 — — 195,956
Other — 68,750 — (47,207 ) 21,543
Foreign exchange contracts — 23 — — 23
Total derivative assets — 264,729 — (47,207 ) 217,522
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Private equity investments
Not measured at net asset value (“NAV”) — — 71,991 — 71,991
Measured at NAV 92,466
Total private equity investments — — 71,991 — 164,457
Other investments 213,505 613 764 — 214,882
Total assets at fair value on a recurring basis $ 257,797 $3,444,425 $ 187,941 $ (47,207 ) $3,935,422

Assets at fair value on a nonrecurring basis
Bank loans, net
Impaired loans $ — $13,261 $ 22,062 $ — $35,323
Loans held for sale — 51,751 — — 51,751
Total bank loans, net — 65,012 22,062 — 87,074
Other assets: Other real estate owned — 210 — — 210
Total assets at fair value on a nonrecurring basis $ — $65,222 $ 22,062 $ — $87,284

(continued on next page)
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(continued from previous page)

$ in thousands

Quoted
prices
in active
markets for
identical
instruments
(Level 1)

Significant
other
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

Netting
adjustments

Balance
as of
June 30,
2018

Liabilities at fair value on a recurring basis
Trading instruments sold but not yet purchased
Municipal and provincial obligations $ 15 $ 1,468 $ — $ — $1,483
Corporate obligations 2,488 16,870 — — 19,358
Government obligations 224,499 — — — 224,499
Agency MBS and CMOs 1,256 — — — 1,256
Non-agency MBS and CMOs — 4,175 — — 4,175
Total debt securities 228,258 22,513 — — 250,771
Equity securities 5,721 185 — — 5,906
Other 5 — 2,199 — 2,204
Total trading instruments sold but not yet purchased 233,984 22,698 2,199 — 258,881
Derivative liabilities
Interest rate contracts
Matched book — 195,956 — — 195,956
Other — 102,813 — (43,759 ) 59,054
Foreign exchange contracts — 22,556 — — 22,556
DBRSU obligation (equity) — 14,659 — — 14,659
Total derivative liabilities — 335,984 — (43,759 ) 292,225
Total liabilities at fair value on a recurring basis $ 233,984 $ 358,682 $ 2,199 $ (43,759 ) $551,106
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$ in thousands

Quoted
prices
in active
markets for
identical
instruments
(Level 1)

Significant
other
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

Netting
adjustments

Balance as
of
September
30,
2017

Assets at fair value on a recurring basis
Trading instruments
Municipal and provincial obligations $ 83 $221,884 $ — $ — $221,967
Corporate obligations 9,361 81,577 — — 90,938
Government and agency obligations 6,354 28,977 — — 35,331
Agency MBS and CMOs 913 133,070 — — 133,983
Non-agency CMOs and ABS — 28,442 5 — 28,447
Total debt securities 16,711 493,950 5 — 510,666
Equity securities 16,090 389 — — 16,479
Brokered certificates of deposit — 31,492 — — 31,492
Other 32 — 5,594 — 5,626
Total trading instruments 32,833 525,831 5,599 — 564,263
Available-for-sale securities
Agency MBS and CMOs — 2,081,079 — — 2,081,079
Other securities 1,032 — — — 1,032
ARS preferred securities — — 106,171 — 106,171
Total available-for-sale securities 1,032 2,081,079 106,171 — 2,188,282
Derivative assets
Interest rate contracts
Matched book — 288,035 — — 288,035
Other — 86,436 — (55,728 ) 30,708
Foreign exchange contracts — 32 — — 32
Total derivative assets — 374,503 — (55,728 ) 318,775
Private equity investments
Not measured at NAV — — 88,885 — 88,885
Measured at NAV 109,894
Total private equity investments — — 88,885 — 198,779
Other investments 220,312 332 336 — 220,980
Total assets at fair value on a recurring basis $ 254,177 $2,981,745 $ 200,991 $ (55,728 ) $3,491,079

Assets at fair value on a nonrecurring basis
Bank loans, net
Impaired loans $ — $17,474 $ 23,994 $ — $41,468
Loans held for sale — 11,285 — — 11,285
Total bank loans, net — 28,759 23,994 — 52,753
Other assets: Other real estate owned — 880 — — 880
Total assets at fair value on a nonrecurring basis $ — $29,639 $ 23,994 $ — $53,633
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(continued from previous page)

$ in thousands

Quoted
prices
in active
markets for
identical
instruments
(Level 1)

Significant
other
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

Netting
adjustments

Balance
as of
September
30,
2017

Liabilities at fair value on a recurring basis
Trading instruments sold but not yet purchased
Municipal and provincial obligations $ 304 $ — $ —$ — $ 304
Corporate obligations 1,286 35,272 — — 36,558
Government obligations 167,622 — — — 167,622
Agency MBS and CMOs 2,477 — — — 2,477
Non-agency MBS and CMOs — 5,028 — — 5,028
Total debt securities 171,689 40,300 — — 211,989
Equity securities 8,118 1,342 — — 9,460
Total trading instruments sold but not yet purchased 179,807 41,642 — — 221,449
Derivative liabilities
Interest rate contracts
Matched book — 288,035 — — 288,035
Other — 101,893 — (59,410 ) 42,483
Foreign exchange contracts — 646 — — 646
DBRSU obligation (equity) — 25,800 — — 25,800
Total derivative liabilities — 416,374 — (59,410 ) 356,964
Total liabilities at fair value on a recurring basis $ 179,807 $ 458,016 $ —$ (59,410 ) $ 578,413

Transfers between levels

Our policy is to treat transfers between levels of the fair value hierarchy as having occurred at the end of the reporting
period. Our transfers of financial instruments between Levels 1 and 2 were insignificant for the three and nine months
ended June 30, 2018 and 2017.
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Level 3 recurring fair value measurements

The tables below present the changes in fair value for Level 3 assets and liabilities measured at fair value on a
recurring basis. The realized and unrealized gains and losses in the tables below may include changes in fair value that
were attributable to both observable and unobservable inputs. Our policy is to treat transfers between levels of the fair
value hierarchy as having occurred at the end of the reporting period.
Three months ended June 30, 2018
Level 3 instruments at fair value

Financial assets Financial
liabilities

Trading
instruments

Available-for-sale
securities

Private equity and
other investments

Trading
instruments

$ in thousands

Non-agency
CMOs
&
ABS

Other
ARS -
preferred
securities

Private
equity
investments

Other
investmentsOther

Fair value beginning of period $5 $704 $ 108,495 $95,862 $ 548 $ (853 )
Total gains/(losses) for the period:
Included in earnings — (88 ) — 4,167 (2 ) 335
Included in other comprehensive income — — 2,747 — — —
Purchases and contributions — 17,943 — — 218 —
Sales — (14,619) — (28,038 ) — (1,681 )
Distributions (1 ) — — — — —
Transfers:
Into Level 3 — — — — — —
Out of Level 3 — — — — — —
Fair value end of period $4 $3,940 $ 111,242 $71,991 $ 764 $ (2,199 )
Unrealized gains/(losses) for the period included in
earnings for instruments held at the end of the
reporting period

$— $1,220 $ 2,747 $— $ (2 ) $ —

Nine months ended June 30, 2018
Level 3 instruments at fair value

Financial assets Financial
liabilities

Trading
instruments

Available-for-sale
securities

Private equity and
other investments

Trading
instruments

$ in thousands

Non-agency
CMOs
&
ABS

Other
ARS -
preferred
securities

Private
equity
investments

Other
investmentsOther

Fair value beginning of period $5 $5,594 $ 106,171 $88,885 $ 336 $ —
Total gains/(losses) for the period:
Included in earnings — (591 ) — 11,221 (8 ) —
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Included in other comprehensive income — — 5,071 — — —
Purchases and contributions — 61,785 — — 436 —
Sales — (62,848) — (28,115 ) — (2,199 )
Distributions (1 ) — — — — —
Transfers:
Into Level 3 — — — — — —
Out of Level 3 — — — — — —
Fair value end of period $4 $3,940 $ 111,242 $71,991 $ 764 $ (2,199 )
Unrealized gains/(losses) for the period included in
earnings for instruments held at the end of the
reporting period

$— $1,193 $ 5,071 $— $ (8 ) $ —
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Three months ended June 30, 2017 Level 3 instruments at fair value

Financial assets Financial
liabilities

Trading
instruments

Available-for-sale
securities

Private equity and
other investments

Trading
instruments

$ in thousands

Non-agency
CMOs
&
ABS

Other
ARS –
municipals
obligations

ARS -
preferred
securities

Private
equity
investments

Other
investmentsOther

Fair value beginning of period $7 $15,289 $25,728 $105,418 $88,623 $ 374 $ —
Total gains/(losses) for the period:
Included in earnings — (2,527 ) — — 3,995 (26 ) (1,138 )
Included in other comprehensive income — — 347 696 — — —
Purchases and contributions — 14,449 — — — — —
Sales — (22,616 ) — — (168 ) (230 ) —
Distributions (1 ) — — — (7,407 ) — —
Transfers:
Into Level 3 — — — — — — —
Out of Level 3 — — — — — — —
Fair value end of period $6 $4,595 $26,075 $106,114 $85,043 $ 118 $ (1,138 )
Unrealized gains/(losses) for the period
included in earnings for instruments held at the
end of the reporting period

$— $(284 ) $347 $696 $3,983 $ 3 $ (1,138 )

Nine months ended June 30, 2017
Level 3 instruments at fair value

Financial assets Financial
liabilities

Trading
instruments

Available-for-sale
securities

Private equity and
other investments

Trading
instruments

$ in thousands

Non-agency
CMOs
&
ABS

Other
ARS -
municipal
obligations

ARS -
preferred
securities

Private
equity
investments

Other
investmentsOther

Fair value beginning of period $7 $6,020 $25,147 $100,018 $83,165 $ 441 $ —
Total gains/(losses) for the period:
Included in earnings — (3,351 ) — 1 4,285 117 (1,138 )
Included in other comprehensive income — — 928 6,118 — — —
Purchases and contributions — 55,550 — — 5,168 — —
Sales — (53,624) — (23 ) (168 ) (245 ) —
Distributions (1 ) — — — (7,407 ) — —
Transfers:
Into Level 3 — — — — — — —
Out of Level 3 — — — — — (195 ) —
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Fair value end of period $6 $4,595 $26,075 $106,114 $85,043 $ 118 $ (1,138 )
Unrealized gains/(losses) for the period
included in earnings for instruments held at the
end of the reporting period

$— $(510 ) $928 $6,117 $4,284 $ 3 $ (1,138 )

As of June 30, 2018, 11% of our assets and 2% of our liabilities were instruments measured at fair value on a
recurring basis.  Instruments measured at fair value on a recurring basis categorized as Level 3 as of June 30, 2018
represented 5% of our assets measured at fair value. In comparison as of September 30, 2017, 10% of our assets and
2% of our liabilities represented instruments measured at fair value on a recurring basis. Instruments measured at fair
value on a recurring basis categorized as Level 3 as of September 30, 2017 represented 6% of our assets measured at
fair value. Level 3 instruments as a percentage of total financial instruments decreased as compared to September 30,
2017 due to the increase in total assets measured at fair value since September 30, 2017, as well as the sale of Level 3
private equity investments during the nine months ended June 30, 2018.
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The following table presents the gains/(losses) related to Level 3 recurring fair value measurements included in our
Condensed Consolidated Statements of Income and Comprehensive Income.

$ in thousands
Net
trading
profit

Other
revenues

Other
comprehensive
income

Three months ended June 30, 2018
Total gains/(losses) included in earnings $247 $4,165 $ 2,747
Unrealized gains/(losses) for assets held at the end of the reporting period $1,220 $(2 ) $ 2,747

Nine months ended June 30, 2018
Total gains/(losses) included in earnings $(591 ) $11,213 $ 5,071
Unrealized gains/(losses) for assets held at the end of the reporting period $1,193 $(8 ) $ 5,071

Three months ended June 30, 2017
Total gains/(losses) included in earnings $(3,665) $3,969 $ 1,043
Unrealized gains/(losses) for assets held at the end of the reporting period $(1,422) $3,986 $ 1,043

Nine months ended June 30, 2017
Total gains/(losses) included in earnings $(4,489) $4,403 $ 7,046
Unrealized gains/(losses) for assets held at the end of the reporting period $(1,648) $4,287 $ 7,045

Quantitative information about level 3 fair value measurements

The tables below present the valuation techniques and significant unobservable inputs used in the valuation of a
significant majority of our financial instruments classified as level 3. These inputs represent those that a market
participant would take into account when pricing these instruments.

Level 3 financial
instrument
$ in thousands

Fair
value at
June 30,
2018

Valuation technique(s) Unobservable input Range
(weighted-average)

Recurring
measurements
ARS preferred
securities $65,793 Discounted cash flow Average discount rate 6.29% - 7.74%

(6.95%)
Average interest rates
applicable to future interest
income on the securities (1)

3.73% - 4.98%
(4.04%)

Prepayment year (2) 2018 - 2021 (2021)

$45,449 Other investment-specific
events (3) Not meaningful (3) Not meaningful (3)

Private equity
investments (not
measured at NAV)

$51,635 Income or market approach

Discount rate 13% - 25% (24.8%)
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Scenario 1 - income approach
- discounted cash flow

Terminal growth rate of cash
flows 3% - 3% (3%)

Terminal year 2020 - 2042 (2022)
Scenario 2 - market approach
- market multiple method EBITDA Multiple 6.00 - 7.0 (6.5)

 Weighting assigned to
outcome of scenario
1/scenario 2

99%/1%

$20,356 Transaction price or other
investment-specific events (3) Not meaningful (3) Not meaningful (3)

Nonrecurring
measurements
Bank loans: impaired
loans - residential $18,328 Discounted cash flow Prepayment rate 7 yrs - 12 yrs (10.43

yrs)
Bank loans: impaired
loans - corporate $3,734 Appraisal or discounted cash

flow value (4) Not meaningful (4) Not meaningful (4)

(continued on next page)
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(continued from previous page)

Level 3 financial
instrument
$ in thousands

Fair value
at
September
30,
2017

Valuation technique(s) Unobservable input Range
(weighted-average)

Recurring
measurements
ARS preferred
securities $ 106,171 Discounted cash flow Average discount rate 5.46% - 6.81%

(6.03%)
Average interest rates
applicable to future interest
income on the securities (1)

2.58% - 3.44%
(2.72%)

Prepayment year (2) 2017 - 2021 (2021)
Private equity
investments (not
measured at NAV)

$ 68,454 Income or market approach:

Scenario 1 - income
approach - discounted cash
flow

Discount rate 13% - 25% (22.4%)

Terminal growth rate of cash
flows 3% - 3% (3%)

Terminal year 2020 - 2042 (2021)
Scenario 2 - market
approach - market multiple
method

EBITDA Multiple 5.25 - 7.0 (5.8)

 Weighting assigned to
outcome of scenario
1/scenario 2

87%/13%

$ 20,431
Transaction price or other
investment-specific events
(3)

Not meaningful (3) Not meaningful (3)

Nonrecurring
measurements
Bank loans: impaired
loans - residential $ 20,736 Discounted cash flow Prepayment rate 7 yrs. - 12 yrs. (10.4

yrs.)
Bank loans: impaired
loans - corporate $ 3,258 Appraisal or discounted cash

flow value (4) Not meaningful (4) Not meaningful (5)

(1)
Future interest rates are projected based upon a forward interest rate path, plus a spread over such projected base
rate that is applicable to each future period for each security within this portfolio segment.  The interest rates
presented represent the average interest rate over all projected periods for securities within the portfolio segment.
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(2)Assumed calendar year of at least a partial redemption of the outstanding security by the issuer.

(3)

Certain investments are valued initially at transaction price and updated as other investment-specific events take
place which indicate that a change in the carrying values of these investments is appropriate. Other
investment-specific events include such events as our periodic review, significant transactions occur, new
developments become known, or we receive information from a fund manager which allows us to update our
proportionate share of net assets.

(4)The valuation techniques used for the impaired corporate loan portfolio are appraisals less selling costs for the
collateral dependent loans and discounted cash flows for impaired loans that are not collateral dependent.

Qualitative disclosure about unobservable inputs

For our recurring fair value measurements categorized within Level 3 of the fair value hierarchy, the sensitivity of the
fair value measurement to changes in significant unobservable inputs and interrelationships between those
unobservable inputs are described below:

Auction rate securities

One of the significant unobservable inputs used in the fair value measurement of auction rate securities presented
within our available-for-sale securities portfolio relates to judgments regarding whether the level of observable trading
activity is sufficient to conclude markets are active. Where insufficient levels of trading activity are determined to
exist as of the reporting date, then management’s assessment of how much weight, if any, to apply to trading prices in
inactive markets versus management’s own valuation models could significantly impact the valuation conclusion. The
valuation of the securities impacted by changes in management’s assessment of market activity levels could be either
higher or lower, depending upon the relationship of the inactive trading prices compared to the outcome of
management’s internal valuation models.

The future interest rate and maturity assumptions impacting the valuation of the auction rate securities are directly
related. These securities generally have embedded penalty interest rate provisions in the event auctions fail to set the
security’s interest rate. The penalty rates are based upon a stated interest rate spread over what is typically a short-term
base interest rate index. As short-term interest rates rise, the penalty rate that is specified in the security increases.
Changes in interest rates impact the fair value of our ARS portfolio, as we estimate that at some level of increase in
short-term interest rates, issuers of the securities will have the economic
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incentive to refinance (and thus prepay) the securities. The faster and steeper short-term interest rates rise, the earlier
prepayments will likely occur and the higher the fair value of the security. Therefore, the short-term interest rate
assumption directly impacts the input related to the timing of any projected prepayment.

Private equity investments

The significant unobservable inputs used in the fair value measurement of private equity investments relate to the
financial performance of the investment entity and the market’s required return on investments from entities in
industries in which we hold investments.  Significant increases/(decreases) in our investment entities’ future economic
performance will have a corresponding increase/(decrease) on the valuation results.  The value of our investment
moves inversely with the market’s expectation of returns from such investments.  Should the market require higher
returns from industries in which we are invested, all other factors held constant, our investments will decrease in
value.  Should the market accept lower returns from industries in which we are invested, all other factors held
constant, our investments will increase in value.

Investments in private equity measured at net asset value per share

As more fully described in Note 2 of our 2017 Form 10-K, as a practical expedient, we utilize NAV or its equivalent
to determine the recorded value of a portion of our private equity portfolio. We utilize NAV when the fund investment
does not have a readily determinable fair value and the NAV of the fund is calculated in a manner consistent with the
measurement principles of investment company accounting, including measurement of the investments at fair value. 

Our private equity portfolio as of June 30, 2018 included various direct and third party private equity investments and
various private equity funds which we sponsor. The portfolio is primarily invested in a broad range of industries
including leveraged buyouts, growth capital, distressed capital, venture capital and mezzanine capital.

Due to the closed-end nature of certain of our fund investments, such investments cannot be redeemed directly with
the funds. Our investment is monetized through distributions received through the liquidation of the underlying assets
of those funds. We anticipate approximately 90% of these underlying assets will be liquidated over a period of four
years or less, with the remainder to be liquidated over a period of nine years.

The table below presents the recorded value and unfunded commitments related to our private equity portfolio.
Unfunded commitment

$ in thousands Recorded
value RJF Noncontrolling

interests Total

June 30, 2018
Private equity investments measured at NAV $92,466 $18,718 $ 1,496 $20,214
Private equity investments not measured at NAV 71,991
Total private equity investments $164,457

September 30, 2017
Private equity investments measured at NAV $109,894 $20,973 $ 2,273 $23,246
Private equity investments not measured at NAV 88,885
Total private equity investments $198,779
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Of the total private equity investments, the portions we owned were $116 million and $145 million as of June 30,
2018 and September 30, 2017, respectively.  The portions of the private equity investments we did not own were $49
million and $54 million as of June 30, 2018 and September 30, 2017, respectively, and were included as a component
of noncontrolling interests in our Condensed Consolidated Statements of Financial Condition.

Many of these fund investments meet the definition of prohibited “covered funds” as defined by the Volcker Rule
enacted pursuant to the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the “Dodd-Frank Act”). 
We have received approval from the Board of Governors of the Federal Reserve System (the “Fed”) to continue to hold
the majority of our “covered fund” investments until July 2022. However, our current focus is on the divestiture of this
portfolio.
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Other fair value disclosures

Many, but not all, of the financial instruments we hold are recorded at fair value in the Condensed Consolidated
Statements of Financial Condition. Refer to Note 4 of our 2017 Form 10-K for discussion of the methods and
assumptions we apply to the determination of fair value of our financial instruments that are not recorded at fair value.

The table below presents the estimated fair values by level within the fair value hierarchy and the carrying amounts of
certain of our financial instruments not carried at fair value. The carrying amounts below exclude financial
instruments which have been recorded at fair value and those recorded at amounts which approximate fair value in the
Condensed Consolidated Statements of Financial Condition.

$ in thousands

Quoted
prices
in active
markets for
identical
instruments
(Level 1)

Significant
other
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

Total
estimated
fair value

Carrying
amount

June 30, 2018
Financial assets:
Bank loans, net $ —$82,829 $18,599,211 $18,682,040 $18,900,732
Loans to financial advisors, net $ —$— $719,589 $719,589 $928,488
Financial liabilities:
Bank deposits $ —$19,063,650 $408,449 $19,472,099 $19,478,561
Other borrowings $ —$25,273 $— $25,273 $25,204
Senior notes payable $ —$1,563,808 $— $1,563,808 $1,549,493

September 30, 2017
Financial assets:
Bank loans, net $ —$23,001 $16,836,745 $16,859,746 $16,954,042
Loans to financial advisors, net $ —$— $708,487 $708,487 $873,272
Financial liabilities:
Bank deposits $ —$17,417,678 $313,359 $17,731,037 $17,732,362
Other borrowings $ —$29,278 $— $29,278 $28,813
Senior notes payable $ —$1,647,696 $— $1,647,696 $1,548,839
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NOTE 5 – AVAILABLE-FOR-SALE SECURITIES

Available-for-sale securities are comprised of agency MBS and CMOs owned by Raymond James Bank, N.A. (“RJ
Bank”) and ARS owned by one of our non-broker-dealer subsidiaries. Refer to the discussion of our available-for-sale
securities accounting policies, including the fair value determination process, in Note 2 of our 2017 Form 10-K.

The amortized cost and fair values of available-for-sale securities were as follows:

$ in thousands Cost basis
Gross
unrealized
gains

Gross
unrealized
losses

Fair value

June 30, 2018
Agency MBS and CMOs $2,614,199 $ 491 $(58,618) $2,556,072
Other securities 1,575 — (678 ) 897
Total RJ Bank available-for-sale securities 2,615,774 491 (59,296 ) 2,556,969
ARS preferred securities 101,674 9,568 — 111,242
Total available-for-sale securities $2,717,448 $ 10,059 $(59,296) $2,668,211

September 30, 2017
Agency MBS and CMOs $2,089,153 $ 1,925 $(9,999 ) $2,081,079
Other securities 1,575 — (543 ) 1,032
Total RJ Bank available-for-sale securities 2,090,728 1,925 (10,542 ) 2,082,111
ARS preferred securities 101,674 4,497 — 106,171
Total available-for-sale securities $2,192,402 $ 6,422 $(10,542) $2,188,282

See Note 4 for additional information regarding the fair value of available-for-sale securities.

The contractual maturities, amortized cost, carrying values and current yields for our available-for-sale securities were
as presented below.  Since RJ Bank’s MBS and CMO available-for-sale securities are backed by mortgages, actual
maturities will differ from contractual maturities because borrowers may have the right to prepay obligations without
prepayment penalties.  Expected maturities of ARS may differ significantly from contractual maturities, as issuers
may have the right to call or prepay obligations with or without call or prepayment penalties.

June 30, 2018

$ in thousands Within
one year

After one
but
within five
years

After five
but
within ten
years

After ten
years Total

Agency MBS and CMOs:
Amortized cost $2,672 $242,182 $805,255 $1,564,090 $2,614,199
Carrying value 2,654 237,187 787,433 1,528,798 2,556,072
Weighted-average yield 1.69 % 2.26 % 2.11 % 2.28 % 2.22 %
Other securities:
Amortized cost $— $— $— $1,575 $1,575
Carrying value — — — 897 897
Weighted-average yield — — — — —
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Subtotal agency MBS and CMOs and other securities:
Amortized cost $2,672 $242,182 $805,255 $1,565,665 $2,615,774
Carrying value 2,654 237,187 787,433 1,529,695 2,556,969
Weighted-average yield 1.69 % 2.26 % 2.11 % 2.28 % 2.22 %
ARS preferred securities:
Amortized cost $— $— $— $101,674 $101,674
Carrying value — — — 111,242 111,242
Weighted-average yield — — — 3.23 % 3.23 %
Total available-for-sale securities:
Amortized cost $2,672 $242,182 $805,255 $1,667,339 $2,717,448
Carrying value 2,654 237,187 787,433 1,640,937 2,668,211
Weighted-average yield 1.69 % 2.26 % 2.11 % 2.34 % 2.26 %
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The gross unrealized losses and fair value of securities that were in a loss position at the reporting period end,
aggregated by investment category and length of time the individual securities have been in a continuous unrealized
loss position, were as follows:

Less than 12 months 12 months or more Total

$ in thousands Estimated
fair value

Unrealized
losses

Estimated
fair value

Unrealized
losses

Estimated
fair value

Unrealized
losses

June 30, 2018
Agency MBS and CMOs $1,776,093 $ (36,473 ) $662,690 $ (22,145 ) $2,438,783 $ (58,618 )
Other securities — — 897 (678 ) 897 (678 )
Total $1,776,093 $ (36,473 ) $663,587 $ (22,823 ) $2,439,680 $ (59,296 )

September 30, 2017
Agency MBS and CMOs $1,119,715 $ (5,621 ) $295,528 $ (4,378 ) $1,415,243 $ (9,999 )
Other securities — — 1,032 (543 ) 1,032 (543 )
Total $1,119,715 $ (5,621 ) $296,560 $ (4,921 ) $1,416,275 $ (10,542 )

Agency MBS and CMOs and non-agency CMOs

The Federal Home Loan Mortgage Corporation (“FHLMC”), Federal National Mortgage Association (“FNMA”) and
Government National Mortgage Associations (“GNMA”) guarantee the contractual cash flows of the agency MBS and
CMOs. At June 30, 2018, of the 232 U.S. government-sponsored enterprise MBS and CMOs in an unrealized loss
position, 153 were in a continuous unrealized loss position for less than 12 months and 79 were for 12 months or
more. We do not consider these securities to be other-than-temporarily impaired (“OTTI”) due to the guarantee provided
by FNMA, FHLMC, and GNMA of the full payment of principal and interest, and the fact that we have the ability and
intent to hold these securities. At June 30, 2018, debt securities we held from FNMA and FHLMC had an amortized
cost of $1.79 billion and $665 million, respectively, and a fair value of $1.75 billion and $648 million, respectively.

During the three and nine months ended June 30, 2018, there were no sales of agency MBS and CMO
available-for-sale securities. There were $33 million and $66 million of proceeds from the sale of available-for-sale
securities during the three and nine months ended June 30, 2017, respectively. These sales resulted in a gain of $1
million, which was included in “Other revenues” on our Condensed Consolidated Statements of Income and
Comprehensive Income.

ARS

Our cost basis in the ARS we hold is the fair value of the securities in the period in which we acquired them. The par
value of the ARS we held as of June 30, 2018 was $120 million. Only those ARS whose amortized cost basis we do
not expect to recover in full are considered to be other-than-temporarily impaired, as we have the ability and intent to
hold these securities. All of our ARS securities are evaluated for OTTI on a quarterly basis. As of June 30, 2018, there
were no ARS preferred securities with a fair value less than cost basis.

During the three and nine months ended June 30, 2018, there were no sales of ARS. During the three and nine months
ended June 30, 2017, sales of ARS were insignificant.
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Other-than-temporarily impaired securities

Changes in the amount of OTTI related to credit losses recognized in “Other revenues” on available-for-sale securities
were as follows:

Three
months
ended
June 30,

Nine
months
ended
June 30,

$ in thousands 20182017 20182017
Amount related to credit losses on securities we held at the beginning of the period $—$5,754 $—$8,107
Decreases to the amount related to credit losses for securities sold during the period —(5,754 ) —(8,107 )
Amount related to credit losses on securities we held at the end of the period $—$— $—$—
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NOTE 6 – DERIVATIVE FINANCIAL INSTRUMENTS

Our derivative assets and derivative liabilities are recorded at fair value and are included in “Derivative assets” and
“Derivative liabilities” in our Condensed Consolidated Statements of Financial Condition. Cash flows related to our
derivative contracts are included within operating activities in the Condensed Consolidated Statements of Cash Flows.
The significant accounting policies governing our derivative financial instruments, including our methodologies for
determining fair value, are described in Note 2 of our 2017 Form 10-K.

Derivatives arising from our fixed income business operations

We enter into interest rate contracts as part of our fixed income business to facilitate client transactions or to actively
manage risk exposures that arise from our client activity, including a portion of our trading inventory. The majority of
these derivatives are traded in the over-the-counter market and are executed directly with another counterparty or are
cleared and settled through a clearing organization.

We also facilitate matched book derivative transactions in which Raymond James Financial Products, Inc. (“RJFP”), a
wholly owned subsidiary, enters into interest rate derivative transactions with clients. For every derivative transaction
RJFP enters into with a client, it also enters into an offsetting derivative on terms that mirror the client transaction
with a credit support provider, which is a third-party financial institution. Any collateral required to be exchanged
under these derivative contracts is administered directly between the client and the third-party financial institution.
Due to this pass-through transaction structure, RJFP has completely mitigated the market and credit risk on these
derivative contracts. As a result, derivatives for which the fair value is in an asset position have an equal and offsetting
derivative liability. RJFP only has credit risk on its uncollected derivative transaction fee revenues. The receivable for
uncollected derivative transaction fee revenues of RJFP was $4 million and $5 million at June 30, 2018 and
September 30, 2017, respectively, and was included in “Other receivables” on our Condensed Consolidated Statements
of Financial Condition.

Derivatives arising from RJ Bank’s business operations

We enter into forward foreign exchange contracts and interest rate swaps to hedge certain exposures arising out of RJ
Bank’s business operations (see Note 2 of our 2017 Form 10-K for the accounting policies associated with these
transactions). Each of these activities is described further below.

We enter into three-month forward foreign exchange contracts primarily to hedge the risks related to RJ Bank’s
investment in their Canadian subsidiary as well as their risk resulting from transactions denominated in currencies
other than the U.S. dollar. The majority of these derivatives are designated as net investment hedges.

The cash flows associated with certain assets held by RJ Bank provide interest income at fixed interest rates.
Therefore, the value of these assets, absent any risk mitigation, is subject to fluctuation based upon changes in market
rates of interest over time. RJ Bank enters into floating-rate advances from the Federal Home Loan Bank of Atlanta
(“FHLB”) to, in part, fund these assets and then enters into interest rate swaps which swap variable interest payments on
this debt for fixed interest payments. These interest rate swaps are designated as cash flow hedges and effectively fix
RJ Bank’s cost of funds associated with these assets to mitigate a portion of the market risk.
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Derivative arising from our acquisition of Alex. Brown

As part of our acquisition of Alex. Brown (see Note 3 of our 2017 Form 10-K for additional information regarding the
acquisition), we assumed certain DBRSU awards, including the associated plan terms and conditions. The DBRSU
awards contain performance conditions based on Deutsche Bank and subsidiaries attaining certain financial results
and will ultimately be settled in Deutsche Bank AG (“DB”) common shares, provided the performance metrics are
achieved. The DBRSU obligation results in a derivative, the fair value and notional of which is measured by
multiplying the number of outstanding DBRSU awards to be settled in DB common shares as of the end of the
reporting period by the end of reporting period DB share price, as traded on the New York Stock Exchange.

Counterparty netting and collateral related to derivative contracts

To reduce credit exposure on certain of our derivative transactions, we may enter into a master netting arrangement
that allows for net settlement of all derivative transactions with each counterparty.  In addition, the credit support
annex allows parties to the master netting agreement to mitigate their credit risk by requiring the party which is out of
the money to post collateral.  We accept collateral in the form of cash or other marketable securities.  Where
permitted, we elect to net-by-counterparty certain derivative contracts entered into under a legally enforceable master
netting agreement and, therefore, the fair value of those derivative contracts are netted by counterparty
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in the Condensed Consolidated Statements of Financial Condition. As we elect to net-by-counterparty the fair value of
such derivative contracts, we also net-by-counterparty cash collateral exchanged as part of those derivative
agreements. We may also require certain counterparties to make a deposit at the inception of a derivative agreement,
referred to as “initial margin.” This initial margin is included in “Other payables” on our Condensed Consolidated
Statements of Financial Condition.

We are also required to maintain cash or marketable security deposits with the clearing organizations we utilize to
clear certain of our interest rate derivative transactions. Cash initial margin is included as a component of “Receivables
from brokers, dealers and clearing organizations” and marketable securities initial margin is included as a component
of “Other investments” or “Available-for-sale securities” in our Condensed Consolidated Statements of Financial
Condition. On a daily basis, we also pay cash to or receive cash from these clearing organizations due to changes in
the fair value of the derivatives which they clear. Such payments are referred to as “variation margin” and are considered
to be settlement of the related derivatives.

RJ Bank provides to counterparties of its U.S. subsidiaries a guarantee of payment in the event of the subsidiary’s
default under forward foreign exchange contracts.  Due to this RJ Bank guarantee and the short-term nature of these
derivatives, RJ Bank’s U.S. subsidiaries are generally not required to post collateral with and do not generally receive
collateral from the respective counterparties.

Derivative balances included in our financial statements

The table below presents the gross fair value and notional amount of derivative contracts by product type, the amounts
of counterparty and cash collateral netting in our Condensed Consolidated Statements of Financial Condition, as well
as collateral posted and received under credit support agreements that do not meet the criteria for netting under
GAAP.

June 30, 2018 September 30, 2017

$ in thousands Derivative
assets

Derivative
liabilities

Notional
amount

Derivative
assets

Derivative
liabilities

Notional
amount

Derivatives not designated as hedging
instruments
Interest rate contracts:
Matched book $195,956 $195,956 $2,509,245 $288,035 $288,035 $2,766,488
Other 67,696 102,813 5,949,524 86,436 100,503 4,931,809
Foreign exchange contracts 23 8,597 563,982 3 530 437,783
DBRSU obligation (equity) (1) — 14,659 14,659 — 25,800 25,800
Subtotal 263,675 322,025 9,037,410 374,474 414,868 8,161,880
Derivatives designated as hedging
instruments
Interest rate contracts 1,054 — 850,000 — 1,390 850,000
Foreign exchange contracts — 13,959 857,534 29 116 1,048,646
Subtotal 1,054 13,959 1,707,534 29 1,506 1,898,646
Total gross fair value/notional amount 264,729 335,984 $10,744,944 374,503 416,374 $10,060,526
Offset in the Statements of Financial
Condition
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Counterparty netting (24,659 ) (24,659 ) (6,045 ) (6,045 )
Cash collateral netting (22,548 ) (19,100 ) (49,683 ) (53,365 )
Total amounts offset (47,207 ) (43,759 ) (55,728 ) (59,410 )
Net amounts presented in the Statements of
Financial Condition 217,522 292,225 318,775 356,964

Gross amounts not offset in the Statements of Financial
Condition
Financial instruments (2) (198,433 ) (195,956 ) (293,340 ) (288,035 )
Total $19,089 $96,269 $25,435 $68,929

(1) The DBRSU obligation is not subject to an enforceable master netting arrangement or other similar arrangement.
However, we held shares of DB as an economic hedge against this obligation with a fair value of $11 million and $19
million as of June 30, 2018 and September 30, 2017, respectively, which are a component of “Other investments” on our
Condensed Consolidated Statements of Financial Condition. See additional discussion of the DBRSUs in Note 17.

(2) Although the matched book derivative arrangements do not meet the definition of a master netting arrangement as
specified by GAAP, the agreement with the third-party intermediary includes terms that are similar to a master netting
agreement. As a result, we present the matched book amounts net in the table above.
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Gains/(losses) recognized in AOCI, net of income taxes, on derivatives designated as hedging instruments were as
follows (see Note 15 for additional information):

Three months
ended June 30,

Nine months
ended June 30,

$ in thousands 2018 2017 2018 2017
Interest rate contracts (cash flow hedges) $6,068 $(3,775 ) $29,546 $23,494
Foreign exchange contracts (net investment hedges) 13,418 (12,939 ) 37,955 (6,152 )
Total gains/(losses) recognized in AOCI, net of taxes $19,486 $(16,714) $67,501 $17,342

There were no components of derivative gains or losses excluded from the assessment of hedge effectiveness for each
of the three and nine months ended June 30, 2018 and 2017. We expect to reclassify an estimated $5 million of
interest income out of AOCI and into earnings within the next 12 months. The maximum length of time over which
forecasted transactions are or will be hedged is 9 years.

Gains/(losses) on derivatives not designated as hedging instruments recognized on the Condensed Consolidated
Statements of Income and Comprehensive Income were as follows:

$ in thousands
Location of gain/(loss) included in the
Condensed Consolidated Statements of Income and
Comprehensive Income

Gain/(loss) recognized during the
period
Three months
ended June 30,

Nine months
ended June 30,

2018 2017 2018 2017
Interest rate
contracts:
Matched book Other revenues $26 $21 $84 $16
Other Net trading profit/other revenues $3,323 $2,247 $4,703 $6,441
Foreign exchange
contracts Other revenues $14,749 $(11,473) $24,016 $(5,837)

DBRSU obligation
(equity) Compensation, commissions and benefits expense $4,691 $(940 ) $9,356 $(6,409)

DBRSU obligation
(equity) Acquisition-related expenses $— $— $— $(2,383)

Risks associated with, and our risk mitigation related to, our derivative contracts

Credit risk

We are exposed to credit losses in the event of nonperformance by the counterparties to forward foreign exchange
derivative agreements and interest rate contracts that are not cleared through a clearing organization. Where we are
subject to credit exposure, we perform a credit evaluation of counterparties prior to entering into derivative
transactions and we monitor their credit standings.  Currently, we anticipate that all of the counterparties will be able
to fully satisfy their obligations under those agreements.  We may require initial margin or collateral from
counterparties in the form of cash deposits or other marketable securities to support certain of these obligations as
established by the credit threshold specified by the agreement and/or as a result of monitoring the credit standing of
the counterparties.  
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Our only exposure to credit risk in the matched book derivatives operations is related to our uncollected derivative
transaction fee revenues. We are not exposed to market risk as it relates to these derivative contracts due to the
pass-through transaction structure previously described.

Interest rate and foreign exchange risk

We are exposed to interest rate risk related to certain of our interest rate derivative agreements. We are also exposed to
foreign exchange risk related to our forward foreign exchange derivative agreements.  On a daily basis, we monitor
our risk exposure in our derivative agreements based on established limits with respect to a number of factors,
including interest rate, foreign exchange spot and forward rates, spread, ratio, basis and volatility risks.  These
exposures are monitored both on a total portfolio basis and separately for each agreement for selected maturity
periods.

Derivatives with credit-risk-related contingent features

Certain of the derivative instruments arising from our interest rate contracts and forward foreign exchange contracts
contain provisions that require our debt to maintain an investment-grade rating from one or more of the major credit
rating agencies. If our debt were to fall below investment-grade, the counterparties to the derivative instruments could
terminate and request immediate payment or demand immediate and ongoing overnight collateralization on our
derivative instruments in liability positions. The aggregate fair value of all derivative instruments with such
credit-risk-related contingent features that were in a liability position was $11 million at June 30, 2018, for which we
had not posted any collateral. Such amounts were not material at September 30, 2017.
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RAYMOND JAMES FINANCIAL, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements (Unaudited)

NOTE 7 – COLLATERALIZED AGREEMENTS AND FINANCINGS

Collateralized agreements are securities purchased under agreements to resell (“reverse repurchase agreements”) and
securities borrowed. Collateralized financings are securities sold under agreements to repurchase (“repurchase
agreements”) and securities loaned. We enter into these transactions in order to facilitate client activities, invest excess
cash, acquire securities to cover short positions and finance certain firm activities. The significant accounting policies
governing our collateralized agreements and financings are described in Note 2 of our 2017 Form 10-K.

For financial statement purposes, we do not offset our reverse repurchase agreements, repurchase agreements,
securities borrowing and securities lending transactions because the conditions for netting as specified by GAAP are
not met. Our reverse repurchase agreements, repurchase agreements, securities borrowing and securities lending
transactions are governed by master agreements that are widely used by counterparties and that may allow for net
settlements of payments in the normal course, as well as offsetting of all contracts with a given counterparty in the
event of bankruptcy or default of one of the parties to the transaction. Although not offset on the Condensed
Consolidated Statements of Financial Condition, these transactions are included in the following table.

Assets Liabilities

$ in thousands
Reverse
repurchase
agreements

Securities
borrowed

Repurchase
agreements

Securities
loaned

June 30, 2018
Gross amounts of recognized assets/liabilities $343,052 $164,256 $115,464 $386,651
Gross amounts offset in the Condensed Consolidated Statements of
Financial Condition — — — —

Net amounts presented in the Condensed Consolidated Statements of
Financial Condition 343,052 164,256 115,464 386,651

Gross amounts not offset in the Condensed Consolidated Statements of
Financial Condition (343,052 ) (160,484 ) (115,464 ) (371,379 )

Net amount $— $3,772 $— $15,272
September 30, 2017
Gross amounts of recognized assets/liabilities $404,462 $138,319 $220,942 $383,953
Gross amounts offset in the Condensed Consolidated Statements of
Financial Condition — — — —

Net amounts presented in the Condensed Consolidated Statements of
Financial Condition 404,462 138,319 220,942 383,953

Gross amounts not offset in the Condensed Consolidated Statements of
Financial Condition (404,462 ) (134,304 ) (220,942 ) (373,132 )

Net amount $— $4,015 $— $10,821

The required market value of the collateral associated with collateralized agreements and financings generally exceeds
the amount financed. Accordingly, the total collateral received under reverse repurchase agreements and the total
amount of collateral posted under repurchase agreements exceeds the carrying value of these agreements in our
Condensed Consolidated Statements of Financial Condition. In the event the market value of the securities we pledge
as collateral in these activities declines, we may have to post additional collateral or reduce the borrowing amounts.
We monitor such levels daily.
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Collateral received and pledged

We receive cash and securities as collateral, primarily in connection with reverse repurchase agreements, securities
borrowed, derivative transactions not transacted through a clearing organization, and client margin loans. The
collateral we receive reduces our credit exposure to individual counterparties.

In many cases, we are permitted to deliver or repledge financial instruments we have received as collateral, for our
own use in our repurchase agreements, securities lending agreements, other secured borrowings, satisfaction of
deposit requirements with clearing organizations, or otherwise meeting either our or our clients’ settlement
requirements.

The table below presents financial instruments at fair value that we received as collateral, were not included on our
Condensed Consolidated Statements of Financial Condition, and that were available to be delivered or repledged,
along with the balances of such instruments that were delivered or repledged, to satisfy one of our purposes described
above.

$ in thousands June 30,
2018

September 30,
2017

Collateral we received that was available to be delivered or repledged $3,073,459 $ 3,030,736
Collateral that we delivered or repledged $1,134,744 $ 1,068,912
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Notes to Condensed Consolidated Financial Statements (Unaudited)

Encumbered assets

We pledge certain of our financial instruments to collateralize either repurchase agreements or other secured
borrowings, maintain lines of credit, or to satisfy our collateral or settlement requirements with counterparties or
clearing organizations who may or may not have the right to deliver or repledge such instruments. The table below
presents information about the fair value of our assets that have been pledged for one of the purposes described above.

$ in thousands June 30,
2018

September 30,
2017

Financial instruments owned, at fair value, pledged to counterparties that:
Had the right to deliver or repledge $584,961 $ 363,739
Did not have the right to deliver or repledge $64,439 $ 44,930
Bank loans, net pledged at FHLB and the Federal Reserve $3,972,416 $ 3,197,185

Repurchase agreements, repurchase-to-maturity transactions and securities loaned accounted for as secured
borrowings

The following table presents the remaining contractual maturity of repurchase agreements and securities lending
transactions accounted for as secured borrowings:

$ in thousands
Overnight
and
continuous

Up
to 30
days

30-90
days

Greater
than 90
days

Total

June 30, 2018
Repurchase agreements:
Government and agency obligations $ 55,592 $ —$ —$ —$55,592
Agency MBS and CMOs 59,872 — — — 59,872
Total repurchase agreements 115,464 — — — 115,464
Securities loaned:
Equity securities 386,651 — — — 386,651
Total $ 502,115 $ —$ —$ —$502,115
Gross amounts of recognized liabilities for repurchase agreements and
securities loaned included in the table within this footnote $502,115

Amounts related to repurchase agreements and securities loaned not
included in the table within this footnote $—

September 30, 2017
Repurchase agreements:
Government and agency obligations $ 107,284 $ —$ —$ —$107,284
Agency MBS and CMOs 113,658 — — — 113,658
Total repurchase agreements 220,942 — — — 220,942
Securities loaned:
Equity securities 383,953 — — — 383,953
Total $ 604,895 $ —$ —$ —$604,895
Gross amounts of recognized liabilities for repurchase agreements and
securities loaned included in the table within this footnote $604,895

$—
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Amounts related to repurchase agreements and securities loaned not
included in the table within this footnote

As of both June 30, 2018 and September 30, 2017, we did not have any “repurchase-to-maturity” agreements, which are
repurchase agreements where a security is transferred under an agreement to repurchase and the maturity date of the
repurchase agreement matches the maturity date of the underlying security.

NOTE 8 – BANK LOANS, NET

Bank client receivables are comprised of loans originated or purchased by RJ Bank and include commercial and
industrial (“C&I”) loans, tax-exempt loans, securities based loans (“SBL”), and commercial and residential real estate
loans. These receivables are collateralized by first or second mortgages on residential or other real property, other
assets of the borrower, a pledge of revenue or are unsecured.

We segregate our loan portfolio into six loan portfolio segments: C&I, commercial real estate (“CRE”), CRE
construction, tax-exempt, residential mortgage, and SBL. These portfolio segments also serve as the portfolio loan
classes for purposes of credit analysis, except for residential mortgage loans which are further disaggregated into
residential first mortgage and residential home equity classes.
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See Note 2 of our 2017 Form 10-K for a discussion of our accounting policies related to bank loans and allowances
for losses, including the policies regarding loans held for investment, loans held for sale, off-balance sheet loan
commitments, nonperforming assets, troubled debt restructurings (“TDRs”), impaired loans, the allowance for loan
losses and reserve for unfunded lending commitments, and loan charge-off policies.

The following table presents the balances for both the held for sale and held for investment loan portfolios, as well as
the associated percentage of each portfolio segment in RJ Bank’s total loan portfolio. “Loans held for sale, net” and “Total
loans held for investment, net” in the table below are presented net of unearned income and deferred expenses, which
include purchase premiums, purchase discounts and net deferred origination fees and costs.

June 30, 2018 September 30, 2017
$ in thousands Balance % Balance %
Loans held for investment:
C&I loans $7,838,246 41 % $7,385,910 43 %
CRE construction loans 145,361 1 % 112,681 1 %
CRE loans 3,443,167 18 % 3,106,290 18 %
Tax-exempt loans 1,193,117 6 % 1,017,791 6 %
Residential mortgage loans 3,580,869 18 % 3,148,730 18 %
SBL 2,870,426 15 % 2,386,697 14 %
Total loans held for investment 19,071,186 17,158,099
Net unearned income and deferred expenses (21,803 ) (31,178 )
Total loans held for investment, net 19,049,383 17,126,921
Loans held for sale, net 134,580 1 % 70,316 —
Total loans held for sale and investment 19,183,963 100% 17,197,237 100%
Allowance for loan losses (196,157 ) (190,442 )
Bank loans, net $18,987,806 $17,006,795

At June 30, 2018, the FHLB had a blanket lien on RJ Bank’s residential mortgage loan portfolio as security for the
repayment of certain borrowings. See Note 12 for more information regarding borrowings from the FHLB.

Loans held for sale

RJ Bank originated or purchased $444 million and $1.13 billion of loans held for sale during the three and nine
months ended June 30, 2018, respectively, and $449 million and $1.28 billion during the three and nine months ended
June 30, 2017, respectively. Proceeds from the sale of these held for sale loans amounted to $166 million and $394
million during the three and nine months ended June 30, 2018, respectively, and $114 million and $349 million during
the three and nine months ended June 30, 2017, respectively. Net gains resulting from such sales and unrealized losses
recorded in the Condensed Consolidated Statements of Income and Comprehensive Income to reflect the loans held
for sale at the lower of cost or market value were insignificant in all periods during the three and nine months ended
June 30, 2018 and 2017.

Purchases and sales of loans held for investment

The following table presents purchases and sales of any loans held for investment by portfolio segment.
$ in thousands Total
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C&I
loans

CRE
loans

Residential
mortgage
loans

Three months ended June 30, 2018
Purchases $195,486 $82,060 $ 122,869 $400,415
Sales $38,577 $— $ — $38,577
Nine months ended June 30, 2018
Purchases $467,544 $144,818 $ 216,942 $829,304
Sales $146,089 $— $ — $146,089
Three months ended June 30, 2017
Purchases $103,013 $— $ 100,104 $203,117
Sales $123,225 $— $ — $123,225
Nine months ended June 30, 2017
Purchases $300,665 $38,980 $ 190,523 $530,168
Sales $295,754 $— $ — $295,754
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Sales in the preceding table represent the recorded investment of loans held for investment that were transferred to
loans held for sale and subsequently sold to a third party during the respective period. As more fully described in Note
2 of our 2017 Form 10-K, corporate loan (C&I, CRE and CRE construction) sales generally occur as part of a loan
workout situation.

Aging analysis of loans held for investment

The following table presents an analysis of the payment status of loans held for investment. Amounts in the table
exclude any net unearned income and deferred expenses.

$ in thousands
30-89
days and
accruing

90 days
or more
and
accruing

Total
past due
and
accruing

Nonaccrual Current and
accruing

Total loans
held for
investment

June 30, 2018
C&I loans $ 99 $ — $ 99 $ 5,273 $7,832,874 $7,838,246
CRE construction loans — — — — 145,361 145,361
CRE loans — — — — 3,443,167 3,443,167
Tax-exempt loans — — — — 1,193,117 1,193,117
Residential mortgage loans:
First mortgage loans 223 245 468 28,888 3,525,603 3,554,959
Home equity loans/lines 3 — 3 147 25,760 25,910
SBL 421 — 421 — 2,870,005 2,870,426
Total loans held for investment, net $ 746 $ 245 $ 991 $ 34,308 $19,035,887 $19,071,186

September 30, 2017
C&I loans $ — $ — $ — $ 5,221 $7,380,689 $7,385,910
CRE construction loans — — — — 112,681 112,681
CRE loans — — — — 3,106,290 3,106,290
Tax-exempt loans — — — — 1,017,791 1,017,791
Residential mortgage loans:
        First mortgage loans 1,853 — 1,853 33,718 3,086,701 3,122,272
        Home equity loans/lines 248 — 248 31 26,179 26,458
SBL — — — — 2,386,697 2,386,697
Total loans held for investment, net $ 2,101 $ — $ 2,101 $ 38,970 $17,117,028 $17,158,099

The table above includes $16 million and $18 million at June 30, 2018 and September 30, 2017, respectively, of
nonaccrual loans which were performing pursuant to their contractual terms.

Other real estate owned, included in “Other assets” on our Condensed Consolidated Statements of Financial Condition,
was $3 million and $5 million at June 30, 2018 and September 30, 2017, respectively. The recorded investment in
mortgage loans secured by one-to-four family residential properties for which formal foreclosure proceedings were in
process was $16 million and $18 million at June 30, 2018 and September 30, 2017, respectively.

Impaired loans and troubled debt restructurings
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The following table provides a summary of RJ Bank’s impaired loans.
June 30, 2018 September 30, 2017

$ in thousands
Gross
recorded
investment

Unpaid
principal
balance

Allowance
for losses

Gross
recorded
investment

Unpaid
principal
balance

Allowance
for losses

Impaired loans with allowance for loan losses:
C&I loans $3,890 $ 5,195 $ 1,539 $5,221 $ 6,160 $ 1,963
Residential - first mortgage loans 19,682 25,562 2,116 23,977 31,100 2,504
Total 23,572 30,757 3,655 29,198 37,260 4,467
Impaired loans without allowance for loan losses:
C&I loans 1,383 1,500 — — — —
Residential - first mortgage loans 14,023 21,211 — 16,737 24,899 —
Total 15,406 22,711 — 16,737 24,899 —
Total impaired loans $38,978 $ 53,468 $ 3,655 $45,935 $ 62,159 $ 4,467
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Impaired loan balances with allowances for loan losses have had reserves established based upon management’s
analysis. There is no allowance required when the discounted cash flow, collateral value or market value of a loan
equals or exceeds the carrying value.  These are generally loans in process of foreclosure that have already been
adjusted to fair value.

The preceding table includes residential first mortgage TDR’s of $23 million and $27 million at June 30, 2018 and
September 30, 2017, respectively.

The average balance of the total impaired loans in the Condensed Consolidated Statements of Income and
Comprehensive Income were as follows:

Three months
ended June 30,

Nine months
ended June 30,

$ in thousands 2018 2017 2018 2017
Average impaired loan balance:
C&I loans $4,392 $8,606 $4,489 $21,491
CRE loans — — — 925
Residential - first mortgage loans 33,938 42,356 33,640 44,813
Total $38,330 $50,962 $38,129 $67,229

Interest income recognized on impaired loans was insignificant in all periods during the three and nine months ended
June 30, 2018 and 2017.

Credit quality indicators

The credit quality of RJ Bank’s loan portfolio is summarized monthly by management using the standard asset
classification system utilized by bank regulators for the SBL and residential mortgage loan portfolios and internal risk
ratings, which correspond to the same standard asset classifications for the corporate loan portfolios.  These
classifications are divided into three groups:  Not Classified (Pass), Special Mention, and Classified or Adverse Rating
(Substandard, Doubtful and Loss). These terms are defined as follows:

Pass – Loans which are well protected by the current net worth and paying capacity of the obligor (or guarantors, if
any) or by the fair value, less costs to acquire and sell, of any underlying collateral in a timely manner.

Special Mention – Loans which have potential weaknesses that deserve management’s close attention. These loans are
not adversely classified and do not expose RJ Bank to sufficient risk to warrant an adverse classification.

Substandard – Loans which are inadequately protected by the current sound worth and paying capacity of the obligor or
by the collateral pledged, if any. Loans with this classification are characterized by the distinct possibility that RJ
Bank will sustain some loss if the deficiencies are not corrected.

Doubtful – Loans which have all the weaknesses inherent in loans classified as substandard with the added
characteristic that the weaknesses make collection or liquidation in full highly questionable and improbable on the
basis of currently-known facts, conditions and values.

Edgar Filing: RAYMOND JAMES FINANCIAL INC - Form 10-Q

59



Loss – Loans which are considered by management to be uncollectible and of such little value that their continuance on
RJ Bank’s books as an asset, without establishment of a specific valuation allowance or charge-off, is not
warranted.  RJ Bank does not have any loan balances within this classification because, in accordance with its
accounting policy, loans, or a portion thereof considered to be uncollectible, are charged-off prior to the assignment of
this classification.
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The credit quality of RJ Bank’s held for investment loan portfolio was as follows:

$ in thousands Pass Special
mention Substandard Doubtful Total

June 30, 2018
C&I loans $7,710,838 $90,139 $ 37,269 $ —$7,838,246
CRE construction loans 137,671 7,690 — — 145,361
CRE loans 3,384,361 38,680 20,126 — 3,443,167
Tax-exempt loans 1,193,117 — — — 1,193,117
Residential mortgage loans:
First mortgage loans 3,510,893 6,317 37,749 — 3,554,959
Home equity loans/lines 25,760 3 147 — 25,910
SBL 2,870,426 — — — 2,870,426
Total $18,833,066 $142,829 $ 95,291 $ —$19,071,186

September 30, 2017
C&I loans $7,232,777 $63,964 $ 89,169 $ —$7,385,910
CRE construction loans 112,681 — — — 112,681
CRE loans 3,048,847 57,315 128 — 3,106,290
Tax-exempt loans 1,017,791 — — — 1,017,791
Residential mortgage loans:
First mortgage loans 3,068,290 8,467 45,515 — 3,122,272
Home equity loans/lines 26,352 75 31 — 26,458
SBL 2,386,697 — — — 2,386,697
Total $16,893,435 $129,821 $ 134,843 $ —$17,158,099

Loans classified as special mention, substandard or doubtful are all considered to be “criticized” loans.
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Allowance for loan losses and reserve for unfunded lending commitments

Changes in the allowance for loan losses of RJ Bank by portfolio segment are as follows:
Loans held for investment

$ in thousands C&I loans
CRE
construction
loans

CRE
loans

Tax-exempt
loans

Residential
mortgage
loans

SBL Total

Three months ended June 30, 2018
Balance at beginning of period $124,978 $ 2,218 $42,662 $ 7,773 $ 12,491 $4,730 $194,852
Provision/(benefit) for loan losses 1,734 410 2,290 (162 ) 1,950 (996 ) 5,226
Net (charge-offs)/recoveries:
Charge-offs (4,324 ) — — — (84 ) — (4,408 )
Recoveries — — — — 762 — 762
Net (charge-offs)/recoveries (4,324 ) — — — 678 — (3,646 )
Foreign exchange translation
adjustment (195 ) — (80 ) — — — (275 )

Balance at end of period $122,193 $ 2,628 $44,872 $ 7,611 $ 15,119 $3,734 $196,157

Nine months ended June 30, 2018
Balance at beginning of period $119,901 $ 1,421 $41,749 $ 6,381 $ 16,691 $4,299 $190,442
Provision/(benefit) for loan losses 11,291 1,207 3,339 1,230 (2,711 ) (565 ) 13,791
Net (charge-offs)/recoveries:
Charge-offs (8,500 ) — — — (383 ) — (8,883 )
Recoveries — — — — 1,522 — 1,522
Net (charge-offs)/recoveries (8,500 ) — — — 1,139 — (7,361 )
Foreign exchange translation
adjustment (499 ) — (216 ) — — — (715 )

Balance at end of period $122,193 $ 2,628 $44,872 $ 7,611 $ 15,119 $3,734 $196,157

Three months ended June 30, 2017
Balance at beginning of period $118,660 $ 1,527 $44,159 $ 4,353 $ 12,378 $5,157 $186,234
Provision/(benefit) for loan losses 1,719 171 3,712 696 (634 ) 545 6,209
Net (charge-offs)/recoveries:
Charge-offs (1,605 ) — — — (177 ) — (1,782 )
Recoveries — — — — 621 — 621
Net (charge-offs)/recoveries (1,605 ) — — — 444 — (1,161 )
Foreign exchange translation
adjustment 201 — 120 — — — 321

Balance at end of period $118,975 $ 1,698 $47,991 $ 5,049 $ 12,188 $5,702 $191,603

Nine months ended June 30, 2017
Balance at beginning of period $137,701 $ 1,614 $36,533 $ 4,100 $ 12,664 $4,766 $197,378
Provision/(benefit) for loan losses 5,460 176 6,291 949 (715 ) 936 13,097
Net (charge-offs)/recoveries:
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Charge-offs (24,298 ) — — — (742 ) — (25,040 )
Recoveries — — 5,013 — 981 — 5,994
Net (charge-offs)/recoveries (24,298 ) — 5,013 — 239 — (19,046 )
Foreign exchange translation
adjustment 112 (92 ) 154 — — — 174

Balance at end of period $118,975 $ 1,698 $47,991 $ 5,049 $ 12,188 $5,702 $191,603
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The following table presents, by loan portfolio segment, RJ Bank’s recorded investment (excluding any net unearned
income and deferred expenses) and the related allowance for loan losses.

Loans held for investment
Allowance for loan losses Recorded investment

$ in thousands

Individually
evaluated
for
impairment

Collectively
evaluated
for
impairment

Total

Individually
evaluated
for
impairment

Collectively
evaluated
for
impairment

Total

June 30, 2018
C&I loans $1,539 $ 120,654 $122,193 $5,273 $7,832,973 $7,838,246
CRE construction loans — 2,628 2,628 — 145,361 145,361
CRE loans — 44,872 44,872 — 3,443,167 3,443,167
Tax-exempt loans — 7,611 7,611 — 1,193,117 1,193,117
Residential mortgage loans 2,127 12,992 15,119 40,574 3,540,295 3,580,869
SBL — 3,734 3,734 — 2,870,426 2,870,426
Total $3,666 $ 192,491 $196,157 $45,847 $19,025,339 $19,071,186

September 30, 2017
C&I loans $1,963 $ 117,938 $119,901 $
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