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发言人1   11:09
Thank you for joining the Morgan stanly earnings conference. Please continue to stand by as we all going live shortly. 

发言人1   13:38
Good morning. Welcome to Morgan stanly third quarter twenty twenty six earnings call. On behalf of Morgan stanly, I will begin the call with the following information and disclaimers. This call is being recorded. 

发言人1   13:51
During today's presentation, we will refer to our earnings release and financial supplement, copies of which are available at Morgan stanly that come today's presentation may include forward looking statements that are subject to risks and uncertainties that may cause actual results to different materials. Morgan's family does not undertake to update the for relocating statements in this discussion. Please refer to our notices regarding forward looking statements and non gat measures that appear in the earnings release. 

发言人1   14:22
This presentation may not be duplicated or reproduced without our consent. I will now turn the call over to chairman and chief executive officer, ted pic. Thank you, Operator. Good morning, and thank you for joining us. 

发言人1   14:37
In the third quarter, Morgan stanly delivered strong, forming on the top and bottom lines with ferried revenue of twenty point three billion and earnings per share of three o three with a return on tangible equity of twenty two point six percent. This quarter Marks our fifth consecutive quarter above twenty percent. Speaking to the consistent strength of our global franchise, total kind assets across wealth and investment managing group by nearly four hundred billion during the quarter to a record ten point five trillion. 

发言人1   15:08
Against the complicated backdrop, the quarter er's overall performance speaks to the momentum of the integrator. Farm wealth management continues to scale as clients and trusted with additional assets and deepen their relationships with Morgan. Well had a record quarter with revenues of over nine billion, with milestone levels of nett new assets of two hundred and thirty two billion and fee based flows of eighty billion. 

发言人1   15:33
This sustained performance reflects the strength of our financial advisors, the breadth of our unique capabilities and product offerings and the trusted partnerships that distinguish are in a greater farm institution. Al security deliver ten billion of revenue of eighteen percent over a year. Equities like the way with another outstanding quarter at five point eight billion. 

发言人1   15:56
Clients largely remained active as we deepen engagement across our global franchise on the ford banking. Pipelines remain high and strategic dialogues inside corporate programs are active and generally receptive to action. Clients are seeking advice to capitalize on the current dynamic growth environment while accepting some additional structural of volatility, pent up demand and cattles to drive scale and productivity and a more constructive regulatory backdrop support an ongoing favorable outlook for investment banking activity. 

发言人1   16:30
请关注公众号思维纪要社，更多纪要请加V西安20210130。Main positive about the ongoing ability to monetize the corner finance life cycle across the and bank. Stepping back, the third quarter unfolded in two distinct phases. 

发言人1   16:51
July and August were unusually brisk as risk appetite was dominated by hyperspace ale investment in the build out of the AI ecosystem. In contrast, as labor day approached, we observe the headwinds of renewed tensions in the middle east and higher interest rates globally as central banks move to keep inflation. Ebay market vans were slower across other classes as investors and institutional actors engaged. 

发言人1   17:20
Risk reward into the fourth quarter and your end as we move through october. The two known unknown that we wrote about in our march shareholder letter, namely the acceleration of AI at the enterprise level and the risks associated with geopolitical conflict have reached a critical juncture in the glass, is mostly full camp. The enormous capital, which continues to be raised and deployed across the AI ecosystem, tour efficiency, resiliency and productivity is driving us nal GDP growth of five to six percent. 

发言人1   17:59
Large cap corporate earnings continue to move higher economy is a full employment. The fed is focused on managing long term inflation expectations and the salutary effects of common sense regulation are kicking in in the glasses half empty camp, persisting conflicts in the middle east and ukraine meaningfully hire benchmark interest rate and energy Prices around the developed world, elevated asset Prices in a fourth year of a bull market for equities and uncertain electoral and policy responses in both the us. And globally are reasons to be more cautious as we move into the fourth quarter. 

发言人1   18:42
IT is clear to us now that these two known unknowns and how they and which of the third quarter's narrow half, four or half empty holds the upper hand will drive investor and corporate behavior into year and and into the first half of twenty twenty seven. Against either backdrop, financial strength remains a key pillar of Morgan standing. We continue to actively support clients while remaining well capitalized. 

发言人1   19:15
Our very healthy level of access capital with three hundred basis points of access cee one contributes to are our financial strength and affords us with substantial flexibility ahead. We look forward to continue dialogue and upcoming transparency as our regulators finalized that bank capital regulatory framework as we enter the final court of the year. Morgan standing remains aligned and cohesive, focused on delivering higher highs and highlows through the cycle, particularly when the environment is as complex as IT is today. 

发言人1   19:53
IT is essential that we continue to execute on. Our clear and consistent strategy to act is trust visor to our clients raising, managing and allocating capital across the integrated firm. With that, alternate over the Sharon to take you to the quarter in greater detail. 

发言人1   20:11
Thank you, and good morning. In the third quarter, the firm delivered strong result revenues of twenty point three billion dollars, EPS of three dollars and three cents and ROTC of twenty two point six percent. Growth momentum from the second quarter Carried into the early part of the third quarter with markets focused on AI investment and continued economic expansion. 

发言人1   20:36
However, rising energy Prices and interest strates weight on market activity following a shortened post labor day september. Despite market uncertainty, corporate activity remains strong, reflecting continued strategic dialogue. Ongoing line engagement reinforces the opportunity for our integrated firm to deepen relationships and support future activity. 

发言人1   21:00
Here today, the firms efficiency ratio was sixty six percent. Strong revenues, robe Operating leverages more than offsetting elevated execution related costs compared to the prior year. We continue to invest across our technology stack, embracing AI tools to support our infrastructure, business growth and people. 

发言人1   21:22
Together, these investments positioned to strengthen our competitive motes across the integrated firm. Now to the businesses, institutional security revenues were ten billion dollars of eighteen percent versus the prior year. The year over year increase was driven by our leading equity franchise and a pick up an advisory exit momentum from the second quarter Carried into july before client activity and markets moderated through september. 

发言人1   21:52
But boardroom dialogue remains strong through the quarter, supporting the build of strategy, pipelines and future capital market financing. Investment banking revenues were two point two billion dollars of two percent from the prior year, reflecting strength in the america's as well as in asia, consistent with our expectations of a sequential groening out of global activity. Advisory revenues of eight hundred and eighty seven million dollars drove results. 

发言人1   22:22
The increased relative to the prior year period reflect higher completed activity across most sectors. Equity underwriting revenues were five hundred and twenty five million dollars, down compared to broad base strength in the prior year, with a few large deals driving the market. Fixed income underwriting revenues continue to be strong at seven hundred and forty seven million dollars, supported by a new issue market that remained active. 

发言人1   22:50
Pipelines remain robust and diversified across product sectors and regions. Strategic activity remains healthy, supported by ongoing in corporate investment, portfolio repositioning and capital allocation priorities. AI continues to contribute to the advisory and capital mark momentum, but activity is broad based across sectors and products. 

发言人1   23:15
Turning to equity. Revenues were five point eight billion dollars, increasing forty one percent versus the prior year, reflecting growth across products and across asia. As client needs become more complex and global, our integrated franchise is well positioned. 

发言人1   23:33
Our investments in technology and talent have strengthened our capabilities, allowing us to serve at greater scale and manage risk more effectively and fast moving markets. Prime broke drove results LED by growth and financing revenues on higher average client baLances. Derivative results increased versus a prior year, driven by higher cin activity early in the quarter and strong with many, and cash results were higher year over year, driven by increased client volumes across the region. 

发言人1   24:07
Fix income revenues, or two billion dollars, were reflecting lower structural activity and credit and commodities. Macro results mode increased modestly compared to the prior year, aided by foreign exchange mro results. Dec declined year over year, driven by lower performance and security. 

发言人1   24:27
Zed products commodity results were solid, though declined against a strong comparative period that benefit from structure transaction. Turning to ISG lending in provision. In the quarter, ISG provisions were one hundred and forty one million dollars, driven primarily by portfolio growth. 

发言人1   24:45
Net charge us for one hundred and five million dollars, primarily related to certain corporate and commercial real estate loans, which were largely provisions for in prior period. Turning to wealth management. The business delivered records across key growth indicators, including net new assets of two hundred and thirty two billion dollars and be based flows of eighty billion dollars. 

发言人1   25:11
In the first nine months of the year, we have delivered roughly half a trillion of that new asset and about one hundred and seventy five billion dollars in fee base flows. These results demonstrate the reach of our multi channel model and our ability to connect clients with trusted advice. Revenues of nine point one billion dollars and pretax profit of two point eight billion dollars were also records the pretext. 

发言人1   25:39
Margin of thirty point four percent shows consistent strength as we invest in technology, marketing and our banking capabilities to support future growth. Asset management revenues grew sixteen percent year over year to five point five billion dollars, benefiting from higher markets and accumulative impact of robust fee base flows. Fee base flows of eighty billion dollars set a new organic record, with nearly half coming from a corporate retirement monday. 

发言人1   26:10
We continue to expand our retirement capabilities and deepen engagement with planned participants, creating more opportunities to build advice space relationships over time. Transactional revenues were one point two billion dollars of six percent year over year, excluding the prior years D, C, P, benefit, while trading activity moderated from the second quarter, retail engagement across our differentiated product offering remain healthy, with alternative delivering another quarter of record sales. Bank lending bouncers grew five billion dollars sequentially, driven by security based lending and mortgages. 

发言人1   26:49
Total deposits grew by nearly thirty billion dollars sequentially to four hundred and sixty five billion dollars reflected investments to strengthen our bank offering. That interest income with two point two billion dollars down modestly as deposits grew and the mix shifted. Looking ahead, we expect in modest increase in the fourth quarter, subject to rates and client behavior. 

发言人1   27:15
Lastly, the new assets of two hundred and thirty two billion dollars reflect the strength of our core business and the differentiated growth opportunities created by workplace in the integrated firm. IPO related flows once again contribute to just over half of the overall and na. With an active IPO calendar, thEpace of our fund accelerate and client interest in advice increases while flow will fluctuate as lock up expires, funds make distributions and individuals use assets for consumption. 

发言人1   27:49
Our pipeline and our connectivity across channels allows us to build relationships early and deepen them over time. Since acquiring each trade and expanding our workplace offering six years ago, we have added over two trillion dollars of that new asset. Our multi year track record demonstrates our differentiated client acquisition function and its the ability. 

发言人1   28:14
Today, we have eight point four trillion dollars and kind assets and serve nearly twenty one million relationship. Our platform and broad product offering enables us to serve our clients across a wide range of needs, while our scale supports continued investment in future technology, including AI and digital tools. Together, these strength provide us with a powerful competitive advantage, the positions us to lead as the future of wealth management take shape. 

发言人1   28:46
Turning to investment management. Consistent strength from parametric and fix income contributed to long term flows inflows of fifteen point eight billion dollars. Parametric continues to benefit from distribution through our scaled wealth management platform. 

发言人1   29:02
While fixed income was supported by strong performance. Revenues of one point five billion dollars reflect steady growth and asset management and related fees Carry reversal, primarily related to two investments in a private fund muted overall results. Looking ahead, we continue to invest in opportunities related to global distribution and connectivity with our financial advisers. 

发言人1   29:25
Turning to the baLance sheet. Total thought assets ended the quarter at one point seven trillion dollars. Generalize our we increased sequentially to five hundred and ninety six billion dollars as we actively supported clients in our markets business and continued to grow corporate lending. 

发言人1   29:41
We repurchased one point five billion dollars of common stock in the quarter. Our and our standard I CT one ratio ended at fourteen point nine percent. Our quarterly tax rate was twenty three point three percent. 

发言人1   29:55
For the fourth quarter, we expect our tax rate to be slightly above the third quarter's tax rate, and our failure guidance remains unchanged. Amid a changing great environment and geopolitical uncertainty, we remain a trusted advisor decline. This environment underscores the value of the integrated firm as we leverage capabilities across businesses to address evolve in clients with ten point five trillion dollars in total climate assets across wealth and investment management. 

发言人1   30:26
We have the foundation to build on as we close out the year. With that, we will now open the lineup to question. We are now ready to take any questions to get in the q. 

发言人1   30:38
You may press star and the number one on your touchstone telephone, if your question has been answered or you wish, remove yourself from the q please press star and the number two on your touch tone telephone. You're allowed to ask one question and one follow up that will move to the next person in the queue. Please stand by while we compile the U. 

发言人1   30:59
N, A. ruster. Will take our first question from season tuba with wolf research. Police said good morning and takes you taking my question. So this is a media one. 

发言人1   31:13
So i'm just going to limited to uh, one question but is to partner just on the topic of digital al in for capex spending in the implications for future revenue growth. So you guys have been the leader just in dual info relatives and acting activity. We see them the league table numbers for both E, C, M and DCM. 

发言人1   31:31
As we look ahead, do you think there's room for digital info related ib fees to continue to grow of the current base even as a larger portion of equity and defined cy is expected to migrate from the public to the private market? And then for the second part was hope. When you get to speak to some of the ancel ary revenue streams, tiie to allow this digital for build out exist outside of the core IB franchise. 

发言人1   31:57
So certainly the space x in the n na tell when IT should be a doral source of strength and wealth, but one of the other sources of revenue related as opportunity that might be overlooked by the investor community. yes. Media questions and unai, of course, were still relatively early in the capex cycle. 

发言人1   32:19
Uh whether IT ends up being uh ten trillion or more or less ah, we will see as a place out. But but the hyper scale or capex is running as we speak around a trillion a year. And our role as an adviser and all pieces of this will remain a to be critical differentiator. We're rising clients on the full ecosystem of their strategic and capital markets alternative were helping them innovate. We're helping them finance through the live cycle. And we're work working really across the full ecosystem, whether it's our teams are working to help build public solutions or private solutions to act as an innovator across across the um the world and whether we're working with the chips folks, the data centers or the power providers, the activity from here may not accelerate. 

发言人1   33:14
I think we all see that the power of AII as a and efficiency and productivity and resurgence y tools incontrovertible a generational a jump in technology, the relationships and innovation that Morgan standing brings to our clients will absolutely be critical as friends become friends and certain context, maybe not permanent friends, but permanent interest in the context of who does deals with whom and how they are structured in what market we are on the capital structure that requires real structuring knowledge, real expertise and real trust. And the Morgan sani team has shown itself to be a quite excEllent here as a differentiator and importantly, what clears market. Sometimes the technology will be ahead of what the mark will accept and sometimes vice person, uh we have to be uh cox and what the market will accept that given time. 

发言人1   34:10
So some judgment there is of course um experiential judgment is critical. Steve, on your a neu asset question, we see a lot of growth associated IP events but beyond the IPO uh channel uh when we look at workplace and our presence with so many private companies, we believe that the cycle has many years to come. Then new assets will even fall and given quarter. 

发言人1   34:37
But as charon said, but let's take a step back and remember that we body trade six years ago, this completed the fund. The fund is this extraordinary self directed peace workplace. And then, of course, the financial advisor. 

发言人1   34:52
And we generated a trillion dollars of the new assets in three years subsequent to the acquisition, retrain. And then the last three years, we drew in another trillion dollars. So a trillion over three years to three years sets running, uh, shows none only our ability to uh make the a proposition the case that scale we get scale. 

发言人1   35:14
But the reinvestment from within the fund is clearly here. And of course, as lock ups and funds make distributions, they are further opportunities to retain asset. So we are uh very excited about the attachment points ultimately that bring clients to each trade that we are uh close with them in the uh cover set plan context IE workplace. 

发言人1   35:38
But then ultimately, where is appropriate fee base flows that make their way to devices, which is that why that eighty billion dollar number that toronto speeds through the fee base follows the section, an important statistic. We will take our next question from bringing hawking in with B. M, O. 

发言人1   35:55
Capital markets. A bRandy morning then. Hate that I do. And what was I going to follow up on, on that last point? Um the net new at two thirty two billion, really quite impressive. Uh, you flag the benefits from the IPO, you know despite a slow or quarter for issuance. 

发言人1   36:14
So could you speak to how how much so that was a tae from prior deals versus the current quarter? And and what's the best way that we should be thinking about that tail as we think about quarters still to come? sure. 

发言人1   36:27
Thanks, friend. And i'll take IT in terms of you highlight a really good point that we talk about. IPO and we talk about them is not just one quarter, but you use or that I used as well, which is there is a tale to this process. 

发言人1   36:41
So in the second quarter, you'll know specific even, even in the pressure alist, I think I spoke about IT in my prepared reMarks, we talked about the flows that came from the IPO s being largely employee related in this quarter. What you saw is a continuation of these flows that come from IPO s, which is not necessarily just a one quarter event. So as you know, we have a full capable we understand early investors. 

发言人1   37:07
You can think, for example, of an enduring nmt that might receive a stock associated with an IPO. Here he might take, you know that and put IT through from a transfer agent into a Morgan Stanley vice space relationship. So now you have flows that are under the advice space channel and are through, say, a different portion of the capable. 

发言人1   37:28
You might, as ted said, also have flows that are now distributed from fun. They go into individual based accounts, right? So the fun takes IT and the lock of expires and they're distributed to the underlying investor, he or you, an individual individual level. 

发言人1   37:45
So there's a lot of places where that fund begins to move into an advice based relationship. Of course, you know, as we move forward to set IT, you can have been flow and you can see people actually as lock pic fire, selling stock and using IT for different acquisitions of different real assets. But the point is that this is the top part of the fund. 

发言人1   38:07
It's really a way to continue to aggregate new assets, new employee relationships. And we're seeing that we're seeing with some of these IOS the first or the third quarter. So now that some of these ideas s have come to market, real relationships advisor at relationships being built. 

发言人1   38:24
And that's just one piece, right? That's one piece at the top of the fund. You also have, as you've probably saw these corporate retirement flows that are coming through as c base assets, we were also talking to the individuals. 

发言人1   38:36
So it's all a very big picture that we've been investing in for many, many years. That has to do with both the workplace, any individual and the corporate life cycle of wealth. Thanks for all that color show on and good to see the fund Operating so well. Uh I i'd love the also have another question on wealth. 

发言人1   38:58
The deposit growth was really robust here um uh um and although we will be driven realistically by the sort of higher cost variety, can you speak to maybe how this growth is related to uh, the bank and and what you're doing there with funding of ISG Operations and and how we should think about those benefits playing through, whether there's a leg and how long that might take? Thank you. Yeah absolutely. 

发言人1   39:24
So uh, thank you for you know you hit the now on the head in terms of what you see from NII, which is a very modest decline in the nii from a quarter a quarter basis, but a very large increase in the deposits of nearly thirty billion dollars on a sequential basis, is a very intentional decision, a strategic choice that we've made to grow the bank. We saw an opportunity to do so. I say that it's too fold both from an integrated firm perspective but also from a wealth management perspective. 

发言人1   39:51
So from the integrated firm, we've talked a lot about the bank and using the bank more strategically as a source of funding. And we saw that as we we are going to move assets into the bank, eligible assets that we're going to the bank over the course of the year. And yes, I think I spoke about IT in the first quarter call that, that will be something that will see from a funding benefit as we enter into next year. 

发言人1   40:12
So it's not immediate. IT will come over time, and you'll see that playing through our numbers, uh, over the course in next year. But in addition to the funding benefit and also you should mention that we do see really strong attachment points that are coming from the bank. 

发言人1   40:27
So those clients that our bank's first clients over time, we've seen that one third of them end up being a digital client or in a relationship and adviser based as well. So that also helps. In addition, they end up also having more multiples more of NNA that comes to the institution. 

发言人1   40:45
So we see a real opportunity to grow the bank both from the wealth management perspective in the top of the function but also from the funding side that will play out over time. Will move to our next question from gin shore with ever core ISI say Green, hello um so we've all as the banks on agented action，all that movement. But from time to time people have the same questions on and how changing technologies in to impact the wealth, business comfort. 

发言人1   41:19
So I know you guys invest in OpenAI before I knew that was a company. But outside of just a Normal efficiency and advisory privatives ity that you're getting, i'm curious as the leaders and well of how you see what investors are making, how you see the the the wealth wealth advice as a service evolving in this technological background. thanks. 

发言人1   41:44
Then I say a critical question from Morgan sani. As a strategic matter, we are are now in a singular position in the industry where the uh where we see the integrated scaling of the fun all that you described. We have the self directed channel that continues to innovate for clients. We have as soon as describing a differentiate workplace offering that continues to expand and source new relationships. And we have ultimately the the trust space relationships between the financial advisors and their clients and and against that platform, we have built a number of vantage that not only allow us to preserve our mode um but actually uh make technology a uh different tidor in our favor. 

发言人1   42:31
But at highlight for the first is we all bear in mind that we've got a unique set of products and capabilities as the largest distribute in the world where the most important wealth partner to the entire active management industry, there are significant parts of our all platform product and pricing that are not available to clients anywhere else. You are more instantly client. You have a access to our research, you have access to the calendar, you have access to private markets, the equities, and you have come investment opportunities. 

发言人1   43:03
And then importantly for ultrahigh networks, a family office infrastructure solutions. So the scale that we have offers differentiation that will remain and even be aided by by agents. Second, a unique data ah with eight point four trillion of assets in wealth management now getting to twenty one million households, we have tremendous insights into what works and what doesn't. 

发言人1   43:30
When you talk to your financial advisor, you want engage on a particular day or particular month of particular year, which your risk world element auto be, how you should be thinking about life. And some of that can be govern by what others are doing through the use of data. IT gives us insight, given our size and scale, that allow our face to tailor advice and equip our own tools to deliver that advice, help client achieve their goals. 

发言人1   43:57
Third, and this is critical, is the ability to protect line assets where one of a very few number of firms that can continue to invest whatever takes to protect our clients. Others，uh, you you you can you can, uh, engage. I had to head with the eye at your garage. 

发言人1   44:15
So, uh, there will be a resiliency theme that will be super important to lights with real networks as we go forward. And then fourth point, and this is really where where IT begins, where IT ends ah it's a people's at some level of the technology is is world class folks want to make decisions with their financial advisors based on the complexity and singularity of their own financial needs. A particular point in life with respect to their parents, their kids, how they want to go about philanthropy, how they want to go about taxes, the whole thing that is something that technology can help do a lot of the early work. 

发言人1   44:54
But ultimately, once you know that you have the ability to ate across the entire asset vector, given that we are the largest distributor in the world of any kind of us, imagine product, given that we have insights from the unique data and given that we are a protective shield for those assets, ultimately comes down to do I show my financial advisor. And if I do, I met a place where the advisor retention rate is above ninety nine percent and the clients, obviously, you are quite happy, which is why, over time is so important that we continue to scale not quarter a quarter but over multiple years, and that we see the reinvestment in the fund, that the fund becomes not only a way to preserve our work, but actually to be a technology winner, which is dating back to some of what you talked about, what continues today. So I say of all the many things to be excited about, I say now uh what the management team is most excited about is our ability now uh to further our scaling and um over time, our Operating leverage in the wealth managing business. 

发言人1   46:00
Well, appreciate that very full answer pass on to my peers. Thanks, thanks. I appreciate IT. We'll take our next question from Christian value with autonomous a good good morning in ted and serum um maybe find another question and impressive um IP flows into into work management. 

发言人1   46:21
Um sorry if I miss a one of the earlier answer, but I used to expect in incremental flows in four q and twenty seven of of what you had so far and I know more broadly how how should we think about the economics of these flows? Are you seen any signs that you can ultimately retain and turn them into a new ties, sea base ed assets? absolutely. 

发言人1   46:46
What are you to take the last one first, which is that we are absolutely seeing that we can retain the assets and we're seeing a pick up in the ability and this is china look to in the last answer? Or is um those those ipos, the candela lux in the second quarter that we are building relationships advisor that relationship uh, and there is a lot of opportunities to do so, and there is a lot of interest a to move forward. And we continue we will continue to build on those relationships, not just with where we started now, but I think there's more opportunities to go with those individuals as a related to retention rates, we're seeing steady retention rates. 

发言人1   47:26
So what does that mean? That actually means that the dollars of assets is greater. So if you can keep the retention rates where they are, even if you get more flow, you more assets at the top of the fund, yes, that means that eventually that will help from a feb ed advisory flow as well or an advisor LED product or an advisable relationship. 

发言人1   47:45
Now as IT relates to the second quarter, there's nothing material to call out in terms of expectations for those flows as you move forward. But as we said, assets will have been flow. You can think of an individual who might sell assets in order buy something, but you can also think of individuals that now have those advice, space relationships and begin to aggregate assets held away. 

发言人1   48:08
Um and that's been a lot of the strategy even over the course you go back ten years, we have talked about that Christian, which is we see a great opportunity with asset held away. These individuals have just stepped into wealth. They begin to consolidate assets and understand the value of a full some advice space relationship. 

发言人1   48:26
Great great. Thank you. Around uh on expenses um I guess non comic expenses will let QQ firm wide despite them of lower revenues. I think you spoke about some AI investments in your prepared reMarks. 

发言人1   48:42
Um no, give me a sense of like more details here where you spending on is tokens or are there more structural AI investments? And should we think about this as a sort of multi year investment program? Yes, I think that you will see that from any company in amErica um is using their technology dollars to think about how to use AI how to be more productive and how to support greater growth and revenues with their current expense base, with some of that translating into technology itself. 

发言人1   49:13
So sort of a redistribution of dollars as you move forward and how do you actually see that productivity again, anybody um who works in sort of a senior management role can tell you how much AI is fundamentally changing. What are leaves do I can speak as so as just as head of finance? What we're seeing is remarkable. 

发言人1   49:34
Uh, the reconciliation that you can see across different books, things that usually take so many manual human hours and can have obviously, there are controls in place, but the ability to see IT with fewer errors and fewer mistakes and fewer checks is real. And in addition to that, there are just manual processes and manual what we call uses, which are spread cheats and others. They can automatically be written, understood, coded and then moved into our real productivity life cycle sort of front topic of products. 

发言人1   50:06
So it's an incredible tool. We're seeing IT in the actual businesses themselves even within our equities business where you have different AI tools that sales people can use. And I think that, that productivity is real and that's where a lot of the is is being seen. 

发言人1   50:24
We'll take our next question from mike nao with wells fargo. Hey, you talked about half four half empty a in a half empty column. You've had concerns about the AI capex super cycle as related to over building power financing politics, and you can probably complete that list a lot more. 

发言人1   50:49
Um where's your conviction on the the AI capex super cycle in light of all these headlines? And you've had some port IPO s and um last quarter you talked about category that they get numbers like eight hundred billion to one point three train and one point type trade. And i'm just kind of marketing the market the way you are taking about IT. 

发言人1   51:11
Thank you. Yeah and mike, I actually think um uh this question just going to have to be asked over and over again ah because the quantum are so big and the uh the uh the growth of the US. Economy world is at some level and even the globe economy being powered by this AI cap cpc cycle. 

发言人1   51:32
I don't know that IT necessarily accelerates from the trillion. A rat IT could be a trAiling IT could be a trilling too. But we are at a level where IT is meaningful, fifty, seventy basis points of real GDP in us. That is no small matter. 

发言人1   51:48
And then how many years IT takes? I mean, as we talked about, sometimes the technologies can be head of the financing, the financing of the technology, but the uh efficiency and productivity and then obviously the need to protect all of these are uh incontrovertible ly important for every large cap uh institution over time. Every institution, of course, uh, it's not just at the enterprise level, at the individual level up. 

发言人1   52:15
The key is our ability to continue to act um as an advisor that that that is what we are most focused on, that we are able to effectively act as the uh the clearing mechanism in this very complicated ecosystem between all of the players such that we are viewed as a fair hand in acting as divisor, the structure, the financing partner. If a deal I doesn't include the public markets, what do they do next? Do they raise private capital? How do they do that? How do they satisfy the needs of their L, P, S. 

发言人1   52:49
And other constituencies? So IT will be complicated. I eat. There will be moments of uncertain. II have no doubt there will be times when I will feel like it's going too fast and there is a sense of um over building in summer respects and then they give me other times when it's not fast enough and that there is a different bottle neck in the ecosystem, perhaps its power. 

发言人1   53:09
But the reality is the capital is going have to be provided for this once in a multi generation. I change. As we talked about SMP five hundred value is uh summer between sixty five and seventy trillion. Uh, global GDP is not, say one hundred and twenty trillion. These are you know these are sort of the domaines one can talk about. 

发言人1   53:32
So a trillion is a heck of a lot in a given year, but a trillion against some of the best performing companies of modern times that are still a running casual positive to something that becomes, uh, you ve got to be in a to win IT. Uh, that is uh conceivable really over the course of five, ten years that I could be at a run rate that as plus or minus a true and hours. And our role is when things you like to going too fast and the markets is not ready for the next financing or structure innovation, um we have to effectively consider what is appropriate. 

发言人1   54:06
And then when it's not fast enough because the capital is needed, we we travel accordingly. So I am I continue to be humble and ah as uh as query as anyone with respect to whether the right number for let's twenty twenty eight on hyper scale capex s is a trillion two or trillion, four or trillion, but the number is going to be we see a trillion and at some kind of plant told level continue to be a uh very important a part of what we all do in the capital markets as originators are in delivering content and again, in bringing real sustained na efficiency but productivity improvement to large cap companies. So where the rubble meet the road, you have to allocate resources for the AI opportunity. 

发言人1   54:58
So in light of what you just said, know the recent opportunities, are you allocating more or less to the AI opportunity and and how your your backlogs uh we were uh as you know uh over uh overweighted to AI from the early days and wealth with some of the work we did with open eye. We've been over awaited working with uh other complexes, uh, you know who they are in terms of banking coverage, in terms of usage, in our plan, in terms of wealth relationships, in terms of thinking about what it's like to go public. Ah I would say that we are were overweight and in light of IT being something that matters not just to our clients but to us, I would say we are now double over wait. 

发言人1   55:45
There is just no question that this is um extansion ally important, that we are viewed as a trusted advisor in the middle of the ecosystem, given that we have a very clear strategy where we are acting as the wealth manager of the asset alligator are the banker and for us to be part of the content and the thinking and the evolution of this, I is absolutely the top priority for the firm as advisor. And then also that we're eating our cooking and that we are providing resiliency. And all that comes with the need to uh um keep up with uh all the innovation and appreciate the question, right? Our next question comes from don fanon with jeffrey. 

发言人1   56:31
thanks. Good morning. You guys have talked about the day flows being key to the margin expansion within the well channel. And as you have more success with migrating their workplace clients to advice, and we see this convergence of the total flows and the fee base flows continue. 

发言人1   56:47
Um or is that something that will always you know kind of have some spread to IT? It's a great question. And it's going to depend really on on what flows and up you seeking what type of advice and those that want to be part of the feb ecosystem of what we've seen is IT. Can IT. 

发言人1   57:05
Let's take this quarter as an example, right? So the fee base flows, we talked about a portion of those fee base flows coming from a corporate retirement Mandate as you bring a full corporate retirement Mandate on board, this will also be considered that new assets, right? It's coming in immediately as a flow, but you can have other situations. 

发言人1   57:25
And we saw big backlogs where we had dollars accumulate just in broken age, both on the advisory side and on the self directed side that then move into see baseball. And those are just individual accounts. And then you might have also relationships between stock plan where people aggregate assets and move them directly into sea bed. 

发言人1   57:44
So I think IT just will depend on what flows you're discussing. But importantly, we do see that, that value of a either they come in directly as a sea base account or they come in and they migrate over time from self directed, 也otherwise is critically important。I think a statistic that I gave you guys earlier in the year was that a little bit over twenty percent of all the adviser LED flows are fee babe flows, and that still holds is not growing. 

发言人1   58:15
And so that just shows you how powerful the febs model and the advice that model is. Thank you. That's a phone and just follow up on and I and we heard your outlook for four two. 

发言人1   58:28
But if you look at the rate you know background today, trends and long growth still seem to be positive. Is the reason able to think about long and II grow as we think about twenty twenty seven based upon you kind of wear things sit today yes. Um we do expect to see and I over the you know over next year expand and take your point that's largely on the back alone, grove. 

发言人1   58:53
Our next question comes from Abraham puna a with bank of amErica morning iram dead morning he Sharon. I guess this one question um first on when we think about the wealth management business, like the conversion from workplace place seems to be going extremely well. Um all the investments he talked about in a world way, I get a lot of focus on just downside risks to the revenue environment. 

发言人1   59:21
How should we think about that pretext margin like it's thirty percent. I get you making investments for the forseeable future saying not like short term, targeting a higher pretax margin. I'm trying to get to like, is all this conversion gonna translate into a Better free tax margin environment? And if things were to slow down, does IT add to defensively of earning within that business and to the phone by auto? E, if you could help us sort of thing through that, yes. 

发言人1   59:52
The answer is yes. The pretax margin will expand over time with scale. Um you know and take your point, their intention is not to manage IT on a quarter by quarter basis is to make investments over the long term. 

发言人1   01:00:04
You've seen us make those investments across our channels, workplace, self directed and advisory that increases the breath of the function, moves IT to fee base. And we see an expansion of margins since the beginning. This inception of this larger business model, you know a well over a decade ago mean iba has just to add to that. 

发言人1   01:00:23
We we have uh we really uh try to be uh very disciplined about the sly deck and these targets, uh these objectives and really uh meet them and and beat them. And as you know, five cores of above twenty rotta and somewhat. okay. 

发言人1   01:00:43
And are you going to raise that? And then you're thirty, you're going to raise请关注公众号思维纪要社，更多纪要请加V西安20210130。And I we're really trying to again speak to, as you know, the core of our very long real money shareholder base. 

发言人1   01:01:02
They want multiple year returns, higher highs, higher lows ah in all seasons now obviously for risk off and things are really tough and the glass is more than half and the at three court and we're going to be slower because less less to do. But this idea of having something that really is close to all weather, but then can actually power higher over time just on scaling ability to actually activate the fund, that is what the team is most focused on. So if there was one statistics of all of the cr statistics, and I know that the market backdrop in the last couple days has been more mixed, but there's one takeaway. 

发言人1   01:01:44
It's a trillion of net us over the last three years, which was proceeded by a trillion of net new assets in the proceeding three years. And the key then is will those assets make their way ultimately to fee based flows into the social visor? And in many cases, yes. 

发言人1   01:02:02
And the ability for us to with the financial advisor monitise that singular experience and an actually to have technology actors, our friend here over the long expense of time, the long expense of time that should create incremental Operating leverage. So the answer is ultimately yes. That's good color. 

发言人1   01:02:26
And maybe separately, mean, IT still seems like a sandbox, but the S, C, C, put out some rules around the toggle ized equities. Just talk to us, what does that mean for your business? How are you investing in the ability of the form one defensive gain share if we move if IT against team as forests broad based to connivance of acuity is concerned. 

发言人1   01:02:51
sure. Um I think that ted and one of his comments that we're excited about the future of wealth and investing in this and you know what does that mean to think about the wealth management? The toga ized world is just a portion of that. 

发言人1   01:03:03
And the toga ized world means is faster and easier to move assets around. And you will need advice to think about those assets and how do you move those assets quickly? What are the right assets to move and how do you think about token usage. 

发言人1   01:03:18
So from our perspective, it's just an opportunity another opportunity that we've been investing. And we've been investing in the digital space more broadly across both wealth and IS. G. 

发言人1   01:03:28
And I think we will continue to be a leader specifically as and clients demanded advice. Our next question comes from devin ryan with citizens s bank morning devin, a morning good morning show. One want to start on institutional equities. Um obviously, as we continue to see these really impressive results to come through in revenues are almost double where they were um twenty twenty four. 

发言人1   01:03:56
I think a lot of us and in client are trying to understand contextualized the single versus secular elements and the obviously we see the largest firms, consoler dating share, the prime businesses are doing great um and and IT seems like geography like asia are structurally larger. But you help us unpack like from your land, how much of this fields cyclical versus just you're seeing a bigger pie and there's new areas that are contributing that weren't historically and you're gaining market here in these areas? Well, we're still in a stock based world. 

发言人1   01:04:30
Equities are still all things vehicle, the attractive asset class. The question would be if interest strates were to back up further and they would start pinching uh uh, corporate earnings, would you see, uh, earnings multiple contraction and then IT becomes a less attractive to be allocated equity? And we just sort of vanilla, but we're still in EQ world and we're seeing growth and we're seeing a the returns on capital being generated by very healthy large cap, uh, corporate. 

发言人1   01:05:01
So uh, when you put that together with the need for private equity and other private capital, a underwriters to effectively harvest their portfolios to the to the public markets, that is all kind of in our favor if we go way back in time. This is, I guess, fifteen years ago when we created the nine boxes, cash rivals and prime brokers on three regions, uh, we we were recovering post G, F, C. And we got the prime broker peace right early because we have world class technology and m said that linked us to a world class high touch uh, cash product. 

发言人1   01:05:41
And that continues today. You see IT in our Mandate stabilized IPO. You see IT in our ability to a work large, a transaction for us to manage, uh, you see IT in our ability to deliver research content was changed here, uh, in recent years under a under the leadership of and goco is a really the build the build out of a world class routers business. 

发言人1   01:06:06
This is something that a um I just didn't get done um and they they have figured that out. Um it's uh it's really the the missing link in a world that has gone away beyond cash to hedge to express our customized view is a global business. And they done a onerous job meeting a cash, a prime brokers through the derivative product. 

发言人1   01:06:29
So in that sense, i'd say the equity businesses more robust than IT was seven or eight years ago. But I would be silly to say that it's not subject to uh to cycles and investor sentiment we saw in detect when volumes were drawing up in asia and that um became serve the resulting moment in the US. Of course, the vans are lower, which means that the the output is going be lower for everybody in ecosystem. 

发言人1   01:06:57
But we clearly have found a position now is an enviable one where we act as a trust advisor now in the secondary context to ask managers across the nine boxes. And here, a little like wealth, actually much like wealth, scale is really important. You have to be faster, Better, cheaper in addition to having the ability to uh to get the trust of the client. 

发言人1   01:07:21
And you got to be global, which is why I matters that we uh, we're big in london and we're big in paris but so too in hong kong, tokyo, uh ah in soul in india and of course in the US. So it's um it's a business that I think in north the benefit of the largest players, we will continue to focus on scaling that. I were also very focused on use capital, a one of the um underlying uh teams of today for us in addition to the trillion every three years. 

发言人1   01:07:56
And I know there's a potential for distraction with all that's going on the world and and the whole group are reporting um is the fact that we have a three hundred basis point sea to one buffer. That is not a small matter. That is something we have a work to achieve as seriously at the top of house in partnership with the business unit. 

发言人1   01:08:16
And of course, there are other ways to measure usage. H esolar and the light. But we like the capability fer because IT IT IT in different periods will allow us to actually put more capital declines through the equities and and fixed income businesses when the opportunity arises. 

发言人1   01:08:34
That's great. I live in their cab, but appreciate the color and i'll pass IT along. Thank you. 

发言人1   01:08:40
Sir will now take one question and then will move to the next person in the q. Please rejoin the q for additional questions. Our next question comes from Christmas riding with KVWI rss. 

发言人1   01:08:53
great. thanks. Um just come back to the the prior question. 

发言人1   01:08:58
Um such more of geography, capital location, where you um where are you most excited about next couple years to lean into capital allocation, the assal internationally by product. So maybe just uh, a few comments have very great. thanks. 

发言人1   01:09:12
I'll take rack at IT. I'm interested shrunk will improve my answer. I think the answer geographically is, is a global allocation. I think part of this is you can't decide you wanted to be big in hong kong over last three years. 

发言人1   01:09:26
You already were in hong for twenty twenty five years with the world class team or you earn and we have been there. Tokyo course is super hot. We've been there with our partners at MFG of the largest a capital market tranches in japan, both uh, clearing effects and also working in the equity space amongst the global firms. 

发言人1   01:09:47
And you could sort of go down the tick list of a number of us have been in europe the last couple of weeks. Need to be a big across you can continent. And of course, the us. 

发言人1   01:09:56
Continues to be feral, especially in a world of dispersion where you want to own a new issues. And I have a performance that is just beyond beta. So I think the answer is a geographic matter. 

发言人1   01:10:08
We've had aga in asia for sure, but I think the answer is global. And again, I would give a similar answer with respect to the products. I think it's the integrated solution across cash to reuters and prime. 

发言人1   01:10:19
Rich, I don't think you can just be the prime broker um of choice ah you have to have proper rise management and margin around the right clients. And you need to be to monodist them not just to the financing product but to your ability to execute low and high touch cash and uh the the rival products as well. And I would add that what's most critically important this period is the integration across the marketplace businesses. 

发言人1   01:10:43
Some lights and IT goes back to some of the AI questions. IT isn't just a banking phenomenon. IT becomes a fixed income security lending, a securitized lending of phenomenon where we have a world class group. 

发言人1   01:10:55
So the micro, micro comedies, folks working closely with equities and an did a markets offering, uh where focus sad in each seat and they want to a generate the best risk, adjust to return for the client that something that is not just um kind of a technocratic exercise but also a behavioral one and something that is tried and true here because people get along real well and that actually matters in the client. See IT. Our next question comes from iraq, an algerian with ubs. 

发言人1   01:11:31
I thank you for taking my question just um to take a step back, you know what you asked a lot about the pipeline as IT relates to the AI super cycle, and I appreciate your prepared reMarks. Just zoom and that's a little bit you know clearly um you know the equity market or at least bank investors are starting to worry about the impact of um you sustainably higher rates, you know obviously both in the direction of the fed and and the ten year. And as you talk to your your clients broadly, you know you know across sectors and across you know the type of capital mean you know how is our higher rates you know in the sort of sustained level in the ten year you know impacting, if at all, sort of their decisions in terms of capital raising? And ask some question is not just higher nominal rates as you're saying, it's also higher real rates. 

发言人1   01:12:26
And the reality that cost capital is nothing like IT was during a financial a repression or the years following with cover and and stimulus. So you have that real capital structure and if IT doesn't work at something that resembles, in some cases are in investment grade capital's structure, in other cases, a sub investment grade capable structure at sub investment costs of capital on a traditional basis. Um if that's not working, uh the um the immediacy of the market is going to find that. 

发言人1   01:13:00
And uh, we as a structure is an underwriter. Of course, we want to try to pick winners and we want to be giving advice at the right place. But where we are committing capital um as a lender uh or uh helping in any respect, again, putting our own baLanced to work. This is part of the implication of double over way. 

发言人1   01:13:23
Double over way doesn't mean just that were going to send bankers out to try to get business, but that we are being incredibly rigorous and sharp about where we want to allocate risk capital, uh, where a bridge or where a relationship loan, uh, that in theory was a piece of debt turns into a piece of equity, which eventually gets provisioned. I imagine they're going to be cases where we are going to make mistakes. That is just an an an inevitable reality of something that is a generational change. 

发言人1   01:13:54
But our job um is to minimize uh the foolishness and to make sure that we are active and where IT makes sense for us to help bridge capital, but ultimately, our value add again is the MA advice. The strategic advice first is just putting a bunch of baLanced out. But you are right when there's elevated a an elevated interest rate world, if interest rates are higher as a function of higher productivity and higher GDP are always good, that is back to a world that we saw prg fc, where we see uh, real GDP at two or three percent. 

发言人1   01:14:31
And if this is helping stimulate that, I think that would be viewed as a very healthy and necessary phenomenon if higher interest rates are the result of a lack of control over inflation expectations or supply side shocks is result are some of the geopolitical a tail risk. Well, then obviously, people are going to be less excited about putting up in liquid risk capital and that just the reality of private and public markets checking each other. And that's why we have super sharp people in our capital markets business. 

发言人1   01:15:03
G, C, M, constantly working with the entire ecosystem to see what works, not just in the long term, but whether a market window opens or closes. We'll take our text question from Scott safer with td cowin. Thank you. 

发言人1   01:15:19
Thank taking the question a little bit of the follow up on the capital markets. Stay to play. I do have to say the glass half full, half empty nose gy from the country than the most baLance short form commentary for sort of regarding where we are and couldn't was just something to speaks the same. 

发言人1   01:15:34
Thank you. Do you repeat that? You repeat that. Ah I want to be sure we their Price some listeners left, if you don't mind, give me read back at that. We would not do. I wrote IT, I wrote IT, I wrote IT. No chat me okay not very college. 

发言人1   01:15:56
Solent solent um was hoping you can speak to the backlog in uh, sponsor Mandate, the special you know that's an area that that hasn't necessary i've been flowed as much feeling has been more of a waiting game for the last couple of years. You know how does that law gem break? What sort of the hold up as you see? I mean, is the answer the same as as what you just in response? The last question, is that anything different as you see? 

发言人1   01:16:19
Yeah I give you two answers on that. First one is that at some point, um uh the piper must be paid. I eat the the the investment for following is to be harvest. On the other hand, there has been, of course, a ton of engineering continuation funds, the ability to put some assets and new funds and unfairness. 

发言人1   01:16:38
And there are so very smart private equity investors and others in the private universe who've decided they actually want to keep some of these investments on their baLanced, that these investments work in a higher industry world. Back to eric s question. And that actually over time, they can generate um low amid uh double digit irs with whatever they think is the probable level. 

发言人1   01:17:00
Maybe they want to keep up for themselves or maybe they want to bring the harvesting out later. That's my positive response. My less positive, less side to a responsible to be IT IT is a little frustrating. There are some sponsors in the universe that are stuck on Marks and moist that are just not going to come to pass given, uh, the market is very sharp to what is in folk portfolio and very sharp to the reality of what the new waited average costs capital regime is around the world and what incremental country risk or supply risk or AI risk um um means for that asset. 

发言人1   01:17:35
So the questions gonna, uh, what point are they gona come and how are they gonna come? And I think in some cases, the reading private equity firms and others have an incredibly smart and addle about bringing some stuff that maybe um doesn't have a higher mark, but it's ready for prime time and maybe they bring that along with stuff that is a big winner. So that has sort of portfolio composition mix. 

发言人1   01:18:00
And then in other cases, they're holding on and hoping for Better. And I think IT is IT is probably a long, longer ods bed that we are going to have a low interest rate, low inflation, non recession environment. I think that I would not that on that. 

发言人1   01:18:19
In which case you really have to think about what old school corporate financial looks like for these companies. And I think the smartest and most important private equity partners that we have will be continuing to find ways to bring these are companies to market uh against the favorable regulatory backdrop, whether they IPO them or I go the MA around. So in short, I think IT is um with some conditionality here. 

发言人1   01:18:46
Um I continue to think IT is a positive tale in uh where uh perhaps I was mistaken was a couple years ago thinking I might lead the corporate finance life cycle is very clear all of us that it's the strategic uh real corporate universe that leading the light cycle and the sponsors uh have to hustle to uh to keep up with effectively strategic bid and the strategic a demand for couple. Will take our dex question from bin girling er with city low ban, how are you? I'm good. 

发言人1   01:19:25
Good morning. Well, it's admit not easiest and best quite a look at a your cent charge of others. But if you just look at league tables of equities are fake or interest in bankers, you guys that stood out well in the area that have been strong and obviously not trying to say the pie got bigger. 

发言人1   01:19:43
So you've clearly made strategic investments. So when you look you guys versus peers within thick itself, that seems like you have EXO capital. You have a bit of unique funding opportunity important, but it's vicary word that is a substate amount of the investment opportunity to take market share or is an area more so process on equity because equity and on a global scale, it's so much more expansion of opportunity. 

发言人1   01:20:09
Or in front of IT recited the question the um is you um may recall there was a time when a fix income was an a killer field of the moral of western and keating back fifteen years and what is extraordinary about the leadership that jane jack have brought to bear is the other stability of this business. Uh, against some headwinds and cross winds, are these folks are generating fishing returns on capital. And two billion a quarter. 

发言人1   01:20:38
There was a time when we wanted to get to a billion a quarter. important. The business is integrated with investment banking and capital markets on the private side and equities in a way that this institution has never seen, which is an extraordinary thing. 

发言人1   01:20:53
So there is a lot of time that is spent on helping to prosecute equity products or banking products that may not book into fixed income as an external segment matter. But absolutely, books exist. Title in the underwriting line, the visor line, the equity line. So I think IT is a world class business um but we are not a traditional natural in the sense we're not a commercial bank dating back to all that. 

发言人1   01:21:20
But given the work that we're done to bring assets on the bank and given now the cost of funding is more a parias suit, the group and given the town we have and given the importance of the AI ecosystem and important importantly that we built the product out globally, I think, uh, our commodities business or with the two nails, our micro business and our micro business, a southern european and others, these are folks that I get the entire proposition of the integrator firm. And it's a business that we will continue invest in over time. Ladies and gentlemen, this concludes today's conference call. Thank you, everyone, for participating. You may notice, connect and have a great day. 
