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(an indirect wholly-owned subsidiary of 

AllianceBernstein L.P.) 

Notes to the Statement of Financial Condition 

December 31, 2016 

(1) Business Description and Organization 

Sanford C. Bernstein & Co., LLC (the "Company") is an indirect wholly-owned subsidiary 
of AllianceBernstein L.P. ("AB" or the "Parent"), which is majority-owned by AXA, the 
holding company for an international group of insurance and related financial services 
companies. The Company is registered with the Securities Exchange Commission ("SEC") as 
a broker-dealer under the Securities Exchange Act of 1934 and an investment adviser, and is 
a regulated member of The New York Stock Exchange ("NYSE"), the Financial Industry 
Regulatory Authority, Inc. ("FINRA"), and other market centers and self-regulatory 
organizations. The Company is also registered with the Commodity Futures Trading 
Commission as a futures commissions merchant. 

The Company provides brokerage and equity research services to institutions (including 
affiliates) and custodial services to individual and certain institutional advisory customers of 
AB. The Company incurs significant allocated expenses and derives a portion of its revenues 
from affiliates in performing these services. See Note JO, Related Party Transactions, for a 
discussion of these related party transactions. 

(2) Significant Accounting Policies 

(a) Basis of Prese11tatio11 

The Company is a single member limited liability company ("LLC") with the Parent, a 
Delaware limited partnership, as the member. 

The Company's statement of financial condition has been prepared in accordance with 
accounting principles generally accepted in the United States of America ("US GAAP"). The 
preparation of the statement of financial condition requires management to make certain 
estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the statement of financial 
condition. Actual results could differ materially from those estimates. 

Assets and liabilities denominated in foreign currencies are translated at year-end exchange 
rates. 

(b) Acco1111ti11g Pro11ormceme11ts 

Not Yet Adopted 

In January 2016, the FASB issued ASU 2016-01, Recognition and Meas11rement of Financial 
Assets and Fi11a11cial Liabilities. The amendment addresses certain aspects of recognition, 
measurement, presentation and disclosure of financial instruments and is effective for fiscal 
years (and interim periods within those years) beginning after December 15, 2017. The 
amendment will result in a cumulative-effect adjustment to the balance sheet as of the 
beginning of the fiscal year of adoption, except for one provision relating to equity securities 
without readily determinable fair values, which provision will be applied prospectively. The 
amendment is not expected to have a material impact on our financial condition. 
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Adopted 
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In August 2014, the FASB issued ASU 2014-15, Disclosure of U11cerwi11ties about cm 
Emities Ability to Comi1111e as a Going Concem, which requires management to assess, on a 
quarterly basis, a company's ability to continue as a going concern and to provide related 
footnote disclosures in certain circumstances. The Company adopted this standard on 
December 31, 2016. The adoption of this standard had no impact on our financial condition. 

(c) Cash a11d Cash Eq11ivale11ts 

Cash and cash equivalents include cash on hand and demand deposits. Due to the short-term 
nature of these instruments, the recorded value has been determined to approximate fair 
value. 

(d) Ba11k overdrafts 

Bank overdrafts represent outstanding checks for payments made on behalf of or to clients 
that have not yet been processed by the bank. As these checks are cleared through the bank 
the Company reduces the bank overdraft liability as well as reduces the cash and cash 
equivalent balance. The balance in this liability account, if any, does not represent 
insufficient funds. 

(e) Brokerage Transactions 

Customer securities transactions are recorded on a settlement date basis, with related 
commission income and expenses reported on a trade date basis. Receivables from and 
payables to customers include amounts due on cash and margin transactions. Securities 
owned by customers are held as collateral for receivables; such collateral is not reflected in 
the financial statements. The Company has the ability by contract or custom to sell or re­
pledge this collateral, and have done so at various times. As of December 31, 2016, there 
were no re-pledged securities; $679.0 million was available to be re-pledged. Principal 
securities transactions and related expenses are recorded on a trade date basis. 

(J) Collateralized Securities Tra11sactio11s 

Securities borrowed and securities loaned are recorded at the amount of cash collateral 
advanced or received in connection with the transaction and are included in receivables from 
and payables to brokers and dealers in the statement of financial condition. Securities 
borrowed transactions require the Company to deposit cash collateral with the lender. As of 
December 31, 2016, cash collateral on deposit with lenders was $78.3 million. With respect 
to securities loaned, the Company receives cash collateral from the borrower. As of 
December 31, 2016, we have no cash collateral received from borrowers. The initial 
collateral advanced or received approximates or is greater than the fair value of securities 
borrowed or loaned. The Company monitors the fair value of the securities borrowed and 
loaned on a daily basis and requests additional collateral or returns excess collateral, as 
appropriate. As of December 31, 2016, there is no allowance provision required for the 
collateral advanced. 
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As of December 31, 2016, the Company had $23.6 million of cash on deposit with clearing 
organizations for trade facilitation purposes. This amount is listed separately on the 
statement of financial condition. In addition, as of December 3 I, 2016, the Company held 
U.S. Treasury Bills with value of $28.9 million in its investment account which are pledged 
as collateral with clearing organizations. These clearing organizations have the ability by 
contract or custom to sell or re-pledge this collateral. 

(g) Loss Co11ti11ge11cies 

With respect to all significant litigation matters, the Company considers the likelihood of a 
negative outcome. If the Company determines the likelihood of a negative outcome is 
probable and the amount of the loss can be reasonably estimated, the Company records an 
estimated Joss for the expected outcome of the litigation. If the likelihood of a negative 
outcome is reasonably possible and the Company is able to determine an estimate of the 
possible loss or range of loss in excess of amounts already accrued, if any, the Company 
discloses that fact together with the estimate of the possible loss or range of loss. However, it 
is often difficult to predict the outcome or estimate a possible loss or range of Joss because 
litigation is subject to inherent uncertainties, particularly when plaintiffs allege substantial or 
indeterminate damages. Such is also the case when the litigation is in its early stages or when 
the litigation is highly complex or broad in scope. In these cases, the Company discloses that 
it is unable to predict the outcome or estimate a possible loss or range of loss. 

(It) Lo11g-term l11ce11tive Compe11satio11 Plans 

Employees of the Company are eligible to participate in several AB unfunded, non-qualified 
deferred compensation plans under which annual awards to employees are generally made in 
the fourth quarter. 

Awards granted in December 2016 allowed participants to allocate their awards between 
restricted AllianceBernstein Holding Units ("AB Holding Units") and deferred cash. 
Participants (except certain members of senior management) generally could allocate up to 
50% of their awards to deferred cash, not to exceed a total of $250,000 per award. 
Participants allocated their awards prior to the date on which the awards were granted and the 
awards were valued using the closing price of an AB Holding Unit on that day. For the 2016 
awards: 

AB engaged in open-market purchases of AB Holding Units or purchased newly-issued 
AB Holding Units from AllianceBernstein Holding L.P. that were awarded to participants 
and keep them in a consolidated rabbi trust. 

Quarterly distributions on vested and unvested AB Holding Units are paid currently to 
participants, regardless of whether or not a long-term deferral election has been made. 

Interest on deferred cash is accrued monthly based on AB's monthly weighted average 
cost off unds. 
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For year-end long-term incentive compensation awards, employees who resign or are 
terminated without cause may retain their awards, subject to compliance with certain 
agreements and restrictive covenants set forth in the applicable award agreement, including 
restrictions on competition and employee and client solicitation, and a claw-back for failing 
to follow existing risk management policies. Most equity replacement, sign-on or similar 
deferred compensation awards included in separate employment agreements or arrangements 
include a required service period. Regardless of whether or not the award agreement includes 
employee service requirements, AB Holding Units typically are distributed to employees 
ratably over four years, unless the employee has made a long-term deferral election. 

(i) Income Taxes 

The Company is treated as a disregarded entity for tax purposes. The Parent, a private limited 
partnership, is not subject to federal or state corporate income taxes. However, the Parent and 
the Company are subject to a 4% New York City unincorporated business tax ("UBT"). 
Payments of the UBT are made by the Parent on behalf of the Company and charged back to 
the Company. 

(j) Jnvestme11ts 

Investments include United States Treasury Bills, exchange-traded options and other equity 
securities which are classified as trading. Trading investments are stated at fair value. 

The Company also invests in industry organizations. These investments are accounted for 
using the cost method. See Note 6 for a description of how the Company measures the fair 
value of investments. 

(k) Debt 

AB has a $1 billion committed, unsecured senior revolving credit facility (the "Credit 
Facility") with a group of commercial banks and other lenders which matures on October 22, 
2019. The Credit Facility provides for possible increases in the principal amount by up to an 
aggregate incremental amount of $250 million, any such increase being subject to the consent 
of the affected lenders. The Credit Facility is available for AB's and the Company's business 
purposes. Both AB and the Company can draw directly under the Credit Facility and 
management may draw on the Credit Facility from time to time. AB has agreed to guarantee 
the obligations of the Company under the Credit Facility. 

As of December 31, 2016, the Company had no amounts outstanding under the Credit 
Facility. During 2016, the Company did not draw upon the Credit Facility. 

On December I, 2016, AB entered into a $200.0 million, unsecured 364-day senior revolving 
credit facility (the "Revolver") with a leading international bank and the other lending 
institutions that may be party thereto. The Revolver is available for AB's and the Company's 
business purposes, including the provision of additional liquidity to meet funding 
requirements primarily related to the Company's operations. Both AB and the Company can 
draw directly under the Revolver and management expects to draw on the Revolver from 
time to time. AB has agreed to guarantee the obligations of the Company under the Revolver. 
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As of December 31, 2016, we had no amounts outstanding under the Revolver and the 
average daily borrowings for 2016 were $7 .3 million, with a weighted average interest rate of 
1.6%. 

In addition, the Company has four uncommitted lines of credit with four financial 
institutions. Three of these lines of credit permit the Company to borrow up to an aggregate 
of approximately $225.0 million, with AB named as an additional borrower, while one line 
has no stated limit. 

As of December 31, 2016, the Company had no bank loans outstanding. The average daily 
borrowings of bank loans during 2016 were $4.4 million with a weighted average interest 
rate of approximately I. I%. The Company does not guarantee the debt of AB on any of the 
lines. 

(I) Subsequent Eve11ts 

We evaluated subsequent events through March I, 2017, the date the financial statement was 
available to be issued. No subsequent events were identified. 

(3) Cash and Securities segregated under Federal Regulations 

As of December 31, 2016, $893.2 million of United States Treasury Bills were segregated in a 
special reserve bank custody accounts for the exclusive benefit of customers under Rule l 5c3-3 of 
the Securities Exchange Act of 1934, as amended ("Exchange Act"). 

(4) Receivables from and Payables to Brokers and Dealers 

Amounts receivable from and payable to brokers and dealers as of December 31, 2016 consist of 
the following (in thousands): 

Receivables Payables 

Deposits for securities borrowed/loaned ................. $ 78,338 $ 
Prime broker receivables/payables .......................... 1,404 3,498 
Commission sharing agreement payables ............... 17,900 
Receivables/payables on unsettled trades ................ 51,212 57,344 
Securities failed-to-deliver/receive ......................... 8,433 10,841 

$ 139,387 $ 89,583 
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As of December 31, 2016, investments consist of (in thousands): 

Trading: 
United States Treasury Bills................................................................. $ 28,937 
Equity securities................................................................................... 6,20 I 
Long exchange-traded options............................................................. 3,106 

Other (cost basis)........................................................................................ I ,867 ------
$ 40,111 

As of December 31, 2016, United States Treasury Bills of $28.9 million (cost of $28.9 million) 
were held in the Company's investment account and are pledged as collateral with clearing 
organizations. 

(6) Fair Value 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability 
(i.e., the "exit price") in an orderly transaction between market participants at the measurement 
date. The three broad levels of fair value hierarchy are as follows: 

• Level I - Quoted prices in active markets are available for identical assets or liabilities as 
of the reported date. 

• Level 2 - Quoted prices in markets that are not active or other pricing inputs that are either 
directly or indirectly observable as of the reported date. 

• Level 3 - Prices or valuation techniques that are both significant to the fair value 
measurement and unobservable as of the reported date. These financial instruments do not 
have two-way markets and are measured using management's best estimate of fair value, 
where the inputs into the determination of fair value require significant management 
judgment or estimation. 
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The following table summarizes the valuation of our financial instruments by pricing observability 
levels as of December 31, 2016 (in thousands): 

Level 1 Level 2 Level 3 Total 
U.S. Treasury Bills $ $ 922,126 $ $ 922,126 
Equity securities 6,201 6,201 

Long exchange-traded options 3,106 3,106 

Total assets measured at fair value $ 9,307 $ 922,126 $ $ 931,433 

Securities sold not yet purchased 

Short equities-corporate $ 40,252 $ $ $ 40,252 

Short exchange-traded options 692 692 

Total liabilities measured at fair value $ 40,944 $ $ $ 40,944 

Following is a description of the fair value methodologies used for instruments measured at fair 
value, as well as the general classification of such instruments pursuant to the valuation hierarchy: 

• U.S. Treasury Bills: We hold United States Treasury Bills, which are primarily segregated in 
a special reserve bank custody account as required by Rule 15c3-3 of the Exchange Act. 
These are valued based on quoted yields in secondary markets and are included in Level 2 of 
the valuation hierarchy. 

• Equity securities: Our equity securities consist principally of long positions in corporate 
equities (traded through our options desk) with quoted prices in active markets, which are 
included in Level I of the valuation hierarchy. 

• Options: The Company holds long exchange-traded options that are included in Level I of 
the valuation hierarchy. 

• Securities sold not yet purchased: Securities sold but not yet purchased, primarily reflecting 
short positions in equities and exchange-traded options, are included in Level I of the 
valuation hierarchy. 

Assets Measured at Fair Value 011 a No11rec11rrillg Basis 

The Company did not have any material assets or liabilities that were measured at fair value for 
impairment on a nonrecurring basis during the year ended December 31, 2016. 

US GAAP requires disclosure of the estimated fair value of certain financial instruments and the 
methods and significant assumptions used to estimate their fair values. Certain financial 
instruments that are not carried at fair value on the balance sheet are carried at amounts that 
approximate fair value due to their short term nature and generally negligible credit risk. These 
instruments include cash and cash equivalents, receivables from brokers and dealers, receivables 
from customers and affiliates, other assets, payables to brokers and dealers, payables to customers, 
due to affiliates and parent, bank overdrafts and accounts payable. 
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(7) Offsetting Assets and Liabilities 

Offsetting of assets as of December 31, 2016 was as follows (in thousands): 

Gross 
Amounts of 
Recognized 

Assets 

Gross 
Amounts 

Offset in the 
Statement 

of Financial 
Position 

Net 
Amounts of 

Assets 
Presented in 

the 
Statement of 

Financial 
Position 

Financial Collateral 
Instruments Received 

Net 
Amount 

Securities borrowed 

Long exchange-traded 
options 

$ 78,338 $ $ 78,338 $ - $ (78,338) $ 

$ 3,106 $ $ 3,106 $ - $ - $ 3,I06 

Offsetting of liabilities as of December 31, 2016 was as follows (in thousands): 

Net 
Gross Amounts 

Amounts of Liabilities 
Offset in the Presented in 
Statement the 

of Statement 
Financial or Financial Financial Collateral Net 

Gross 
Amounts or 
Recognized 
Liabilities Position Position Instruments Pledged Amount 

Securities loaned 

Short exchange-traded 
options 

(8) Income Taxes 

$ $ 

$ 692 $ 

$ $ $ - $ 

$ 692 $ $ - $ 

The effect of a tax position is recognized in the financial statements only if, as of the reporting date, 
it is "more likely than not" to be sustained based solely on its technical merits. In making this 
assessment, a company must assume that the taxing authority will examine the tax position and 
have full knowledge of all relevant information. Accordingly, the Company has no liability for 
unrecognized tax benefits as of December 31, 20 I 6. 

Deferred income taxes reflect the net tax effect of temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purpose:,; and the amounts used for income 
tax purposes. The tax effect of significant items comprising the net deferred tax asset is as follows 
(in thousands): 

692 



Def erred tax asset: 
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Differences between book and tax basis: 

Deferred compensation plans 

Other differences 

Net deferred tax asset (net of deferred tax liability of $21) 

$306 

_trn 

$28_7 

The deferred tax asset is included in other assets and the deferred tax liability is included in accrued 
expenses and other liabilities in the statement of financial condition. Management has determined 
that realization of the deferred tax asset is more likely than not based on anticipated future taxable 
income. 

(9) Commitments and Contingencies 

Legal a11d Regulatory Proceedings 

The Company is involved in various matters, including regulatory inquiries, administrative 
proceedings and litigation, some of which allege substantial damages. Management, after 
consultation with legal counsel, currently believes that the outcome of any matter that is pending or 
threatened, or all of them combined, will not have a material adverse effect on the Company's 
results of operations, financial condition or liquidity. However, any inquiry, proceeding or 
litigation has an element of uncertainty; management cannot determine whether further 
developments relating to any matter that is pending or threatened, or all of them combined, will 
have a material adverse effect on the Company's results of operations, financial condition or 
liquidity in any future reporting period. 

(10) Related Party Transactions 

Receivables from officers and payables to officers at December 31, 2016 of $458,000 and $33,000, 
respectively, represent brokerage cash accounts of principal officers of the Company and the 
Parent. 

The Company utilizes the Parent's advisory services for the management of discretionary accounts 
and, as such, is liable to the Parent for these services. The Company earns investment management 
fees from its customers and remits the full amount of these fees to the Parent. Included in the 
balance of receivables from customers as of December 31, 2016, was $1.9 million of investment 
management fees. 

As subsidiaries of AB, the Company and its two affiliates, Sanford C. Bernstein Limited ("SCBL"), 
in the United Kingdom and Sanford C. Bernstein (Hong Kong) Limited ("SCB HK") in Hong Kong 
have implemented a residual profit split agreement. These entities perform Sanford C. Bernstein's 
core profit-generating activities, which include research, trading. sales trading, sales and research 
services management. These functions drive the Company's and the Parent's competitive 
advantages, and their performance has a direct and measurable impact on the generation of 
revenues for the Parent. Therefore, the profits attributable to the globally-integrated activities are 
apportioned amongst these entities based upon well-established allocation factors. As of December 
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31, 20 I 6, $98.5 million of allocated profits is included in Due to Parent on the statement of 
financial condition. 

At December 31, 2016 there were no balances due to Parent for loans outstanding. Interest rates 
charged on these borrowings are at the option of the Parent and is a floating rate based on the 
federal funds rate. Average daily borrowings for loans from the Parent during 2016 were $69.1 
million with a weighted average interest rate charged of 0.48%. 

The Company maintains an introducing broker agreement with SCBL. Accordingly, the Company 
pays SCBL a percentage of revenues generated by executions of U.S. securities by the Company 
for SCBL's customers. Payables to affiliates as of December 31, 2016 included a net balance of 
$4.5 million due to SCBL for these transactions. 

The Company maintains a clearing agreement with SCB HK. Accordingly, SCB HK engages the 
Company to act as an agent in providing clearing and settlement services. The Company executes 
orders for the proprietary and customer accounts of SCB HK, but only in securities listed or traded 
on markets in North or South America. The Company also performs the cashiering functions 
associated with these activities which include but are not limited to the receipt, deliver and transfer 
of securities purchased, sold, borrowed and loaned and the associated receipt and distribution of 
payments thereof. Payables to affiliates as of December 31, 2016 included a net balance of $2.4 
million due to SCB HK for these transactions. 

Certain employees of the Company participate in an unfunded, non-qualified incentive 
compensation program maintained by AB. Aggregate awards made to these plans by AB on behalf 
of the employees of the Company for 2016 were $13.2 million. 

Certain employees of the Company are eligible to participate in the compensatory option plans 
maintained by AB. In 2016, there were no options awarded to Company employees. 

Employees of the Company are eligible to participate in a 401(k) plan maintained by AB. 
Employer contributions are discretionary and generally limited to the maximum amount deductible 
for federal income tax purposes. 

(11) Net Capital Requirement 

As a broker-dealer and member organization of the NYSE, the Company is subject to the Uniform 
Net Capital Rule 15c3-l of the Exchange Act. The Company computes its net capital under the 
alternative method permitted by the rule, which requires that minimum net capital, as defined, equal 
the greater of$ I million or two percent of aggregate debit items arising from customer transactions, 
as defined. As of December 31, 2016, the Company had net capital of $214.3 million which was 
$ I 84.2 mi Ilion in excess of the minimum net capital requirement of $30.1 million. Advances, 
dividend payments and other equity withdrawals are restricted by the regulations of the SEC, 
FINRA and other securities agencies. 
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(a) Customer Activities 

In the normal course of business, the Company's brokerage acttv1t1es involve the execution, 
settlement and financing of various customer securities trades, which may expose the Company to 
off-balance sheet risk by requiring the Company to purchase or sell securities at prevailing market 
prices in the event the customer is unable to fulfill its contractual obligations. 

The Company's customer securities activities are transacted on either a cash or margin basis. In 
margin transactions, the Company extends credit to the customer, subject to various regulatory and 
internal margin requirements. These transactions are collateralized by cash or securities in the 
customer's account. In connection with these activities, the Company may execute and clear 
customer transactions involving the sale of securities not yet purchased. The Company seeks to 
control the risks associated with margin transactions by requiring customers to maintain collateral 
in compliance with the aforementioned regulatory and internal guidelines. The Company monitors 
required margin levels daily and, pursuant lo such guidelines, require customers to deposit 
additional collateral, or reduce positions, when necessary. A majority of the Company's customer 
margin accounts are managed on a discretionary basis whereby the Parent maintains control over 
the investment activity in the accounts. For these discretionary accounts, the Company's margin 
deficiency exposure is minimized through maintaining a diversified portfolio of securities in the 
accounts and by virtue of the Parent's discretionary authority and the Company's role as custodian. 

In accordance with industry practice, the Company records customer transactions on a settlement 
date basis, which is generally three business days after trade date. The Company is exposed to risk 
of loss on these transactions in the event of the customer's or broker's inability to meet the terms of 
their contracts, in which case the Company may have to purchase or sell financial instruments at 
prevailing market prices. The risks assumed by the Company in connection with these transactions 
are not expected to have a material adverse effect upon the Company's financial condition or 
results of operations. 

(b) Other Co,mterparties 

The Company is engaged in various brokerage activities on behalf of clients, including SCB HK, in 
which counterparties primarily include broker-dealers, banks and other financial institutions. In the 
event these counterparties do not fulfill their obligations, the Company may be exposed to loss. The 
risk of default depends on the creditworthiness of the counterparty or issuer of the instrument. It is 
the Company's policy to review, as necessary, each counlerparty's creditworthiness. 

In connection with security borrowing and lending arrangements, the Company enters into 
collateralized agreements, which may result in potential Joss in the event the counterparty to a 
transaction is unable to fulfill its contractual obligations. Security borrowing arrangements require 
the Company to deposit cash collateral with the lender. With respect to security lending 
arrangements, the Company receives collateral in the form of cash in amounts generally in excess 
of the market value of the securities loaned. The Company minimizes credit risk associated with 
these activities by establishing credit limits for each broker and monitoring these limits on a daily 
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basis. Additionally, security borrowing and lending collateral is marked to market on a daily basis, 
and additional collateral is deposited by or returned to the Company as necessary. 

(c) Market Risk 

Market risk is defined as the exposure to adverse changes in the market value of a portfolio due lo 
the change in the values of various risk factors. The four standard market risk categories are equity, 
interest rate, currency and commodity. The associated market risks relate to changes in stock 
prices, interest rates, foreign exchange rates, commodity prices and/or their implied volatilities 
when derivative financial instruments reside in the portfolios. 

In the course of facilitating institutional customer orders, the company will engage in principal 
trading transactions that result in market risk exposures. Firm trading positions are only taken in 
listed equities and options and are generally hedged with similar securities. The company manages 
the market risks associated with these activities through a variety of risk measures and techniques, 
by establishing limits and by monitoring exposures and limits on a daily basis (including intra· 
day). All positions are valued at fair value (See Note 6, Fair Value) based on exchange prices. 
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