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“As tenants of Two World Trade Center, the ultimate success of our disaster recovery plan
was critical to our business survival. Jefferies' outstanding execution capability, willingness
to provide substantial and consistent liquidity, and overall relationship-focused customer
approach were immensely important to Oppenheimer Funds in 2001, particularly after
September 11th. Jefferies provided facilities and technical support which proved invaluable
in allowing us to not only survive but to continue to deliver first-rate investment services
to our customers. It's a highly valued business relationship.”

Kurt Wolfgruber, Senior Investment Officer, Director of Domestic Equities, Oppenheimer Funds

“Jefferies is a unique player in the securities brokerage space, in our opinion. Focusing
primarily on middie market equity trading utilizing an institutional customer flow driven
model based on developing and maintaining client relationships, we believe Jefferies has
developed an unmatched expertise in trading mid-cap stocks with significant barriers to entry.
For example, Jefferies crosses 33 percent of its listed volume trades, more than double the
industry average of 14 percent—an indication of its dominance in the mid-cap space.”

Christopher J. Allen, Equity Analyst, Putnam Lovell Securities Inc.

“In March 2001, we completed our initial public offering on the NYSE. Jefferies was instru-
mental not only in the successful launch of our stock, but also in its excellent performance
since that time. We have been extremely pleased with Jefferies’ professional service, hard
work and follow through. Their contribution was key in making Stelmar one of the {PO
stars of 2001.”

Peter Goodfellow, CEQ, Stelmar Shipping Ltd.

Closing Stock Price — Jefferies Group, Inc. (NYSE:JEF)
January 2000 - December 2001
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S “We are extremely proud of the
results we were able to achleve; 2

~ given the difficult economy.

~ Jefferies will continue to be
erX|bIe and adapt to changing
markets as best we can and plan
to face challenges ;af»head with




B “Everyone at Jefferles IS commltted “
to being the best in the business.

~ Our balance sheet, human capital

~ and infrastructure are very strong.

We continually strive to liveup
to the trust placed in us by our
clients. They are what drive us
each and every day” |
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(In Millions, Except Per Share Amounts)

At or for the Year ended December 31,

2001

2000

Change

Total Revenues

Operating Income

Net Eérnings '

Earnings Per Share (diluted)
Book Value Per Share
Stockholders’ Equity
Closing Stock Price

97 98 92 00 01

' Total Revenues
~(in millions)
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$ 785.0
102.7
595
228
21.08
565.7
4231

Q

97 98 99.00 01

iNet Earnings* -
- (in millions)

*From Continuing Operations

$761.9
954

55.0 .

2.26
18.57
4584

- 31.25

7o}
«Q
—

3%
8%
8%
A
23%
35%

97 98 99 00 01

Earnings Per Share*
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-ernployees we' dld not escape the loss of
('Tfrlends and famlly We grreve for: those who

L 11 ‘we donated all. of our tradrng revenues
-, “from that dayto the relief efforts: Clients

gave up comm:ssrons and pay, ‘and vendors

. Words cannot descrlbe the pride we feel m
"‘_fbe a part of but to, have been trusted torrun.

_ ‘Looklng forward Rlch s addltlonal rote as S

" chalrman prowdes us the opportumty to. ,

Afurther reahze our v45|on and strengthens

L Cour overall strategy -We thank Frank Baxter

» for hrs many ears of dedlcated servnce and
‘the platform he helped to develop

We-are deeply commltted to our clrents our
as Ieaders of thls outstandlng organlzatlon isto
i _lng envnronment provrdlng our employees

_W|th the tools they need to. maxtmlze value to :
all shareholders Our goals. as a f|rm and

;’»?dled -and those who survive them. On October-j‘

develop and Ieverage the ‘world- class?tradlng
: ;:f‘and transactlon platform that we have bu1lt

- .,_‘gracwusly offered their servrces atno charge “"75 whlle at the same time grow ‘our flrm pru-
o “As ar result we were able to ralse $6.5. mrlllon’ oo dently and profltably by capltallzmg ‘on the
. : ‘ftremendous team that has been assembled

; We take these responsrbrlltles very senously

the: ‘company | that we are SO proud not only tof‘ Bl

and apprecrate the tncredlble opportunlty that

. Mana_gement»Letter to Shareholdeés S

:':the hlghest quallty of servace to our cus-

C tomers We will also contlnue to mo € fully
",_‘nearly trlpled thelr dally busmess employeeS' o

you have provrded us. o

Tha‘nk:'yo’u for yc5ur»eontinUed*support.' -

. e Ghairman and s LT
©.. *Chief Executive Officer

'fijlead by example and adapt to the ever-chang'-"

: l:lohn c. shavv, Jr.
« President and Chxef
Operatmg Offlcer

" shareholders and our employees Our, mlssron T







Roy L. Furman “As cofounder and former president and CEQ of another middle market securities and investment

Vice Chairman banking firm, | was drawn to Jefferies by its exceptional culture of entrepreneurship and creativity.

Jefferies & Company, Inc. Since joining the firm, | have been impressed by the quality of the professionals, and the breadth
and depth of services Jefferies offers companies and i After a period of trem
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A Review of our Business

Only in adversity do the strength and spirit

of a company truly shine. 2001 proved to

be one of the most difficult years in recent his-
tory, and Jefferies not only held its own, but
excelled. While other companies posted sharp
declines in financial results, Jefferies reported
yet another record year. While other firms
laid off workers, Jefferies found resourceful
ways of cutting non-essential costs in a tight
market and actually increased the number

of employees by almost 20 percent. Why is
Jefferies so successful? Because we’re oppor-
tunity focused. We're market responsive.
We're client driven.

The depth and breadth of our experience

and services are key to our continued success,
and our entrepreneurial culture prevails.

Our business model is flexible enough to
adapt to changing times and solid enough to
endure any market. in addition to the careful
expansion of our core competencies, Jefferies
continues to make key additions and intensify
our middie market focus. Our flat organiza-
tional structure and our industry expertise
allow us to act on new opportunities quickly
yet carefully, to keep us on the cutting edge
of the industry. We think strategically. We set
realistic goals. We do what's right for our clients.

KEY ADDITIONS

Roy L. Furman In May 2001, Jefferies welcomed
Vice Chairman Roy Furman, cofounder and
former president of Furman Selz LLC, and
former vice chairman of ING Barings LLC.

With over 30 years on Wall Street, Mr. Furman
has brought his vast experience in investment
banking and the securities industry, as well as
his extensive client and personal relationships,
to Jefferies. He has already been a major
contributor to the firm.

FS Private Investments/Jefferies Capital Partners

In mid-2001, Jefferies entered the private
equity business through an affiliation with

FS Private Investments, the manager of two
private equity funds with over $600 miilion
in equity commitments. Now operating as
Jefferies Capital Partners, we anticipate
near-term contribution from the referral of
corporate finance opportunities to Jefferies
and long-term value from the raising of new
jointly sponsored equity, mezzanine and debt
funds, enhancing both our asset management
and corporate finance functions.

Helfant Group, Inc. Another pivotal event in 2001
was the acquisition of Lawrence Helfant LLC.
When merged, Lawrence Helfant LLC and our
subsidiary, W&D Securities, Inc., became Helfant
Group, Inc, the largest independent floor
broker on the New York Stock Exchange and
the fourth largest overall. Helfant Group, Inc.
operates as an independent company serving
over 120 clients and other broker-dealers.

In the fourth quarter of 2001, Helfant executed
an average of over 123 million shares a day,
representing approximately 10 percent of the
reported trading volume on the NYSE.
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Jefferies is an
independent, client-
focused, relationship-
driven investment bank
with more than 1,200
employees in 20
offices worldwide,

SALES & TRADING
Trading nearly $1 trillion in securities in 2001,

Jefferies is one of the most effective traders
on the Street. Why? Because we never rest on
our laurels. We know that today's marketplace
may be vastly different from tomorrow’s and
we continually take steps to position ourselves
accordingly by integrating new technologies
and embracing new opportunities as they
present themselves. Our objective is to trade
with minimal impact on the market, simply by
bringing natural buyers and sellers together
through our extensive network of over 2,000
foreign and domestic institutions.

Equity In a changing regulatory and challenging
business environment, our equity sales and
trading unit reported stable revenues of $337
million, while many of our competitors experi-
enced a decline in revenues. Our adaptable,
flexible platform allowed us to make strategic
changes and significant personnel additions,
to the benefit of our clients. The Helfant
acquisition raised our profile considerably on
the NYSE, securing 18 seats on the exchange,
expanding FIX protocol, and increasing our
trading capacity substantially. We continued
to add talented business managers and key
producers, including three major additions

to manage our Portfolio Trading desk. In the
wake of decimalization, we demonstrated

our commitment to working with our clients,
either on an agency or principal basis. Our
130 institutional sales professionals traded
over 10 billion shares in 2001—an average
of nearly 40 million shares a day.

Jefferies is a major source of liquidity for insti-
tutional investors, making a market in more
than 1,500 stocks, an increase of 30 percent
over last year, and trading in the securities of
over 8,500 companies. As reported by AutEx®,

© our crossing rate approaches 40 percent of

executed trades—more than twice the industry
average and the highest among traditional
brokerage firms. According to the Reuters 2001
U.S. Larger Company Survey, Jefferies ranks
#1 in the trading and execution of small cap
stocks. As ranked by AutEx®, we are a top 5
trader in over 1,000 Nasdaq-listed stocks,
ranking second among all brokerage firms.
Looking forward, we continue to diversify the
scope of our services, with the intent of enter-
ing the index arbitrage business, and assessing
the initial impact of single stock futures.

High Yield In a very volatile marketplace, with
liquidity constraints and a soft underwriting
environment, our high yield platform per-
formed extremely well, focusing on secondary
trading with an emphasis on distressed and
special situations. The scope of the distressed
market increased dramatically in 2001 with the
continued decline of the telecom and telecom-
related sectors and frequent fallen angels from
ashestos liabilities, economic sensitivity and
suspect or aggressive accounting practices.
Non-distressed secondary trading was also
robust due to a lack of new issues, increased
liquidity concerns, and a desire by issuers to
capture a discount on their securities. As a
result, our revenues increased 57 percent to
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Jefferies provides
corporate finance
services to middle
market companies,
and comprehensive
brokerage services,

fundamental research,

and asset manage-
ment capabilities to

institutiona! investors.

A Review of our Business

$57 million on increased trading volume of
more than $11 billion. During the year, we con-
tinued to expand our capabilities for secondary
trading, adding two bank debt specialists, and
increasing our dedicated capital by 30 percent,
to $850 miillion.

Convertibles Aided by our strong convertibles
research effort, our U.S. convertibles unit was
able to find considerable value for our clients,
despite a fairly hostile trading environment
characterized by persistent accounting/credit
issues and declining stock prices. Our 15
professionals increased overall revenues 36
percent to $34 million, sidestepping potential
disasters in the independent power, technology
and telecom sectors. Despite the market,
Jefferies completed a $172 million convertible
offering for Vector Group Ltd., a leading inno-
vator in the tobacco industry, which proved to
be one of the best performing convert deals

in 2001. Personal service and market expertise
continue to be the cornerstone of our success.

CORPORATE FINANCE

Our corporate finance division truly came

into its own in 2001 with an overall increase
in revenues of 37 percent to $124 million.
Despite a challenging capital markets environ-
ment, we successfully completed 66 transac-
tions with a value of nearly $10 billion. This
growth reflects continued expansion in each
of our product areas, including increases in
the number of managed public and private
equity, high yield and convertible debt offer-
ings. Notable was the continued growth of our

restructuring practice. In 2001, we advised
on restructuring assignments representing
$25 billion of debt, demonstrating our ability
to leverage our capital markets capabilities
and institutional relationships, in addition to
our financial advisory expertise.

In 2001, we expanded our M&A capabilities
by forming a strategic relationship with
Quarterdeck Investment Partners, LLC and
now jointly provide investment banking
services to aerospace, defense and govern-
ment IT companies. Our first joint transaction
closed in February 2002, a highly successful
$132.5 million initial public offering for
ManTech International Corporation.

Having added 20 senior bankers, we now have
more than 110 experienced professionals
working in specific industry and product areas.
Our superior advisory and capital raising
skills, creative solutions and solid performance
are invaluable in a changing marketplace.
The following transactions in 2001 help
demonstrate our capabilities:

American Restaurant Group, Inc. Jefferies completed
an exchange offer of approximately $142.6
million of American Restaurant Group, Inc’s
Senior Secured Notes. As part of the exchange
offer, the company accepted approximately
$113.1 million of 11.59% Senior Secured
Notes due 2003 (the “Old Notes”) in exchange
for 11.5% Senior Secured Notes due 2006
(the “New Notes"), issued $30.0 million of
New Notes as an add-on to the exchange and






““We appreciated Jefferies’
entrepreneurial culture,
high integrity and middle
market focus.”

Brian P. Friedman, President, Jefferies Capital Partners
Affiliated May 2001

James L. Luikart .
Executive Vice President

“Since joining Jefferies, we couldn’t feel more at home. We have a strong rapport and great working

relationship with Jefferies’ corporate finance professionals, to the benefit of our portfolic companies
Jefteries Capital Partners and funds in general, as well as Jefferies.”




Brian P. Friedman - “Deciding to come to Jefferies was easy. When our global financial partner decided to sell its U.S.

President investment bank, we decided to review our alternatives for the long-term development of our business

Jefferies Capital Partners and we considered a number of securities firms. After 17 years, it was a major decision, but after
several months of meetings and thought. we chose to align with Jefferies. We appreciated lefferies’
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received consents to the proposed amend-
ments of the indenture. American Restaurant
Group, the operator of a chain of 105 Black
Angus steakhouses, was facing upcoming debt
maturities and an uncertain operating outlook,
which issues were substantially compounded
by the temporary closure of the financial
markets in the wake of the tragedies of
September 11th. Despite the unfortunate
timing, Jefferies was able to price the offering
within two weeks, the first high yield debt
offering following September 11th.

JCC Holding Company Jefferies acted as financial
advisor to JCC Holding Company, the owner
of Harrah’s New Orleans Casino, in connection
with its pre-negotiated Chapter 11 Plan of
Reorganization, which involved the elimination
of approximately $633 million in bank debt,
senior subordinated notes, minimum payment
guaranty advances and other liabilities.
Jefferies led negotiations with JCC's lenders,
bondholders and Harrah's Entertainment.

We also participated in negotiations both with
the state of Louisiana, to reduce the minimum
State Gaming Payment and certain operating
restrictions, and with the city of New Orleans,
to reduce the payments required under the
lease agreement with the city.

Radiologix, Inc. In December 2001, Jefferies
acted as lead manager on the offering of $160
million of 10.5% Senior Notes due 2008 by
Radiologix, Inc., an operator of free-standing
diagnostic imaging centers in the United
States. Facing significant principal payments

on its bank debt, Radiclogix sought to repay
all of its bank debt and to purchase leased
equipment. Jefferies’ healthcare and high yield
banking teams worked with the company to
obtain a key rating upgrade from Moody’s prior
to the successful marketing of the notes. In the
60 days following the offering, Radiologix’s
stock price appreciated over 30 percent. In
addition, Jefferies continues to be a dominant
trading force in Radiologix’s stock.

Stelmar Shipping Ltd. Demonstrating our leader-
ship in maritime finance, Jefferies acted as
the lead managing underwriter for the initial
public offering of Stelmar Shipping Ltd,, a
company that, at the time of the offering,
owned and operated a fleet of eleven modern
tankers and had four additional tankers under
construction. In March 2001, Stelmar issued
over 8 million shares of common stock at
$12 per share, resulting in $96 million of
gross proceeds. In October 2001, Stelmar
was included in the Wall Street Journal’s \PO
scorecard as one of the twelve-month top
performers. The company, whose fleet currently
consists of twenty-seven tankers, reported
year end 2001 operating results and posted
its 28th consecutive quarter of profitability.

RESEARCH
With more than 80 research professionals

' focusing on more than 800 companies in

nearly 40 industries worldwide, Jefferies pro-
vides in-depth research on equity, high yield
and convertible securities. We continue to
focus on broadening our coverage and bring-



ing seasoned analysts to the firm in order to
provide our clients with value-added ideas for
both long-term and short-term investing.

U.S. and European Equity Research In 2001, we
added several key analysts and expanded
our equity research coverage substantially.

A smooth integration of The Europe Company
and its European research product, as well as
a 15 percent increase in the total number of
companies we follow, were some of the year’s
highlights. Our 70 equity research profession-
als cover nearly 500 companies in over 30
industries worldwide. Every senior Jefferies
U.S. equity research analyst was recognized
by Institutional investor’'s 2001 equity
research awards. According to First Call, as
measured by the number of notes accessed
by institutional investors on a per analyst
basis, Jefferies is a top 5 provider

of equity research.

High Yield Research Jefferies has one of the
largest and most seasoned high yield
research staffs on Wall Street, covering
aerospace, energy, gaming, healthcare, indus-
trial, home building, and telecom, as well as
distressed and special situations, Our eight
senior analysts, with over 100 years combined
experience, are an invaluable component of
our high yield unit, covering 300 companies
in 14 industries. Jefferies’ high yield unit
maintains its long-standing reputation for
uncovering valuable trading opportunities
through our in-depth research and keen
understanding of all types of credits.

A Review of our Business

Jefferies Group, inc. 2001 Annual Report

Known for outstand-
ing capital markets
reach and execution,
Jefferies tailors every
deal, every trade,
and every transaction
to create optimal
solutions for clients.

Convertible Research Instrumental in assisting
the clients of our convertibles trading unit,
Jefferies’ convertible research effort continues
to focus on identifying undervalued securities
with above average yield and limited down-
side in the U.S. and abroad. Our research pro-
fessionals analyze industries, companies and
their securities on a continual basis. We have

- been very successful in generating investment

ideas and identifying overlooked opportunities

for our clients.

ASSET MANAGEMENT
Jefferies significantly extended its asset

management platform in 2001, generating
almost $18 million in revenues, up 85 percent
from last year, and almost doubling its assets
under management to over $2 billion.

High Yield Jefferies’ high yield funds raised
$110 million in additional equity in a very
challenging market and experienced a 15
percent growth in total equity. The Jefferies
Partners Opportunity family of funds per-
formed well, delivering gross returns between
27 and 31 percent. With $850 million in dedi-
cated capital, our high yield platform utilizes
a three-pronged market approach: traditional

. high yield, distressed, and special situations.
- This approach, coupled with an ability to

- participate in DIP and bridge lending, as well
. as bank debt trading and investing, provides
. flexibility to adapt to and remain profitable

in all market environments.

21
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Jefferies’ lean
structure allows
us to offer our
clients a focused
product line as
powerful as our
largest competi-
tors, coupled with
levels of service
and commitment
only possible from
a smaller firm.

A Review of our Business

Jefferies Capital Partners Jefferies substantially
augmented its asset management capabilities
through its affiliation with Jefferies Capital
Partners. With over $600 million in total assets
under management, Jefferies Capital Partners
invests in private and public small to mid-cap
companies with established businesses and
high growth potential. Investments include
buyouts, buildups, recapitalizations and
growth opportunities.

Jefferies Asset Management Ltd. With 1.3 billion
CHF in assets under management, Zurich-
based Jefferies Asset Management Ltd., one
of the largest and most experienced providers
of advisory and asset management services
in the global convertible field, increased
assets 6 percent in spite of the difficult
market conditions in 2001.

INTERNATIONAL

Difficult market and economic conditions in
both Europe and Asia created a challenging
2001 for our International Division, which
contributed $63 million of revenues. However,
this was also a period of considerable oppor-
tunity as the retrenchment taking place within
the industry made available to us a pool of
talent that had been hard to attract during
more vibrant market conditions. By taking
advantage of this opportunity, we were able to
position ourselves better for healthier market
conditions as well as deepen and broaden our
levels of expertise. We are deeply committed
to our international businesses and are opti-
mistic for continued growth, as a result of

both the quality of the businesses that we are
building and the opportunity to provide our
U.S. clients with global service.

We have completed a successful integration
of The Europe Company and, as a result, we
have expanded the distribution of research
on European equities, established a platform
from which to compete for corporate finance
mandates in the European mid-cap sector,
and enhanced the service we provide in the
sales and trading of European equity and
equity-linked products.

International assets under management
increased © percent and revenues increased
15 percent, during a year in which global
equity markets posted significant declines.

We continued to build on our reputation for
delivering stable, reliable returns in demanding
conditions and added a number of major
continental pension funds to our client list.

ADDITIONAL SERVICES
Correspondent Clearing Known for providing

quality customer service and efficient process-
ing, Jefferies is a full service provider of exe-
cution and clearing services to institutional
broker-dealers and other financial institutions.
We provide timely and efficient clearing and
settlement services in more than 30 countries.
Our proprietary institutional platform and our
efficient operational group have been major
contributors to our substantial growth over
the past year, adding six new clients in the
last quarter of 2001 alone.






Lawrence Helfant “When Jefferies approached me about forming Helfant Group, | knew immediately that | liked the
Co-Chairman idea. The experience and ability of our floor operation complement the existing upstairs trading
Helfant Group, Inc. desks and sales groups well. | was particularly attracted to the strengths that have always surrounded
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Paul W. Bodor “Expanding our NYSE execution capabilities through the acquisition of Lawrence Helfant LLC
'Co-Chairman achieved in one fell swoop complete floor coverage and preeminent electronic connectivity solutions.
Helfant Group, Inc. The combination with W&D Securities enhances Jefferies' existing upstairs listed execution capacity

Noo oo oo
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Jefferies’ entrepre-
neurial spirit cultivates
an environment
where unorthodox
thinking and creative
solutions prevail,
generating the
maximum value

for our clients.

A Review of our Business

Prime Brokerage Jefferies offers members of the
professional investment community, namely
hedge funds, money managers and registered
investment advisors, the ability to use our
state-of-the-art operations network to support
their growing businesses.

Securities Lending Our Securities Lending unit
remains a critical element of our operating
revenues, with a matched book that grew
25 percent in 2001 to $3 billion, including
a government matched book. With access
to over $1 trillion of domestic and foreign
securities, clients look to Jefferies to assist
with their portfolio hedging strategies.

Technology and Clearing Jefferies’ outstanding
technology team continues to be an invalu-
able extension of our platform, increasing
our trading capacity and streamlining our
processes. Qur trade processing volumes
grew 20 percent and trade breaks continue
to decrease. We made the smooth transition
to decimalization for listed and OTC stocks,
and straight-through processing. We also
implemented SuperSOES for OTC execution,
and an Order Management System on the
U.S. Equity desk with electronic order routing
to floor brokers on the NYSE, OTC Market
Makers, and ECNs. In addition, we implemented
a new trading system with increased capacity
and connectivity to liquidity sources for our
Portfolio Trading desk.

Our clearing group’s customer focus and high
level of support differentiate us from competi-
tors. Our technology in support of clearing is
very STP oriented and is well positioned for
T+1. This past year we implemented essential
workflow tools to streamline the processing
of new accounts and trade break reporting.
We also proved the integrity of our network
throughout the World Trade Center disaster
and have since invested substantially in our
infrastructure to prevent future vulnerability,
including the implementation of a robust
Enterprise Management System.

2001 was an incredibly difficult year that
tested every aspect of our business, including
the soundness of our diverse platform, the
integrity of our business systems, the strength
and character of our employees, and the depth
of our relationships, and Jefferies prospered.
We look forward to the coming year with a
renewed vigor and drive, as each challenge
brings with it opportunity. Now more than
ever we are committed to being the best in
the business and we are well positioned to
become the leading independent financial
firm focused on the middle market.
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We would like to acknowledge
all those who perished in the
tragic events of September 11,
2001 and those who survived
them. This day was an attack
on our friends, colleagues,
industry, and country and is
forever etched in our memory.

Boyd L. Jefferies 1930-2001

We would like to dedicate this
annual report to our namesake
and founder, Boyd L. Jefferies,

a visionary and a leader on Wall
Street. His compassion, intensity,
and focus will continue to drive
the entrepreneurial culture that
he created 40 years ago.




What is entrepreneurial spirit?
itis the fundamental way we
do business. It is allowing our
employees to do what they do
best and encouraging new and
creative ideas. It is not being
afraid of change but incorporat-
ing it into our business model.
It is not avoiding challenges,
but embracing the opportunities
that come with them. In every
sense, it is Jefferies.
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