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Part I - Financial Information

Item 1. Consolidated Financial Statements (unaudited)

Eaton Vance Corp.

Consolidated Balance Sheets (unaudited)

July 31, October 31,

(in thousands) 2017 2016
Assets

Cash and cash equivalents $550,171  $424,174
Management fees and other receivables 201,766 186,172
Investments 750,168 589,773
Deferred sales commissions 35,001 27,076
Deferred income taxes 64,118 73,295
Equipment and leasehold improvements, net 47,188 44,427
Intangible assets, net 92,051 46,809
Goodwill 259,681 248,091
Loan to affiliate 5,000 5,000
Other assets 68,891 85,565
Total assets $2,074,035 $1,730,382

See notes to Consolidated Financial Statements.
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Eaton Vance Corp.

Consolidated Balance Sheets (unaudited) (continued)

(in thousands, except share data)
Liabilities, Temporary Equity and Permanent Equity

Liabilities:

Accrued compensation

Accounts payable and accrued expenses
Dividend payable

Debt

Other liabilities

Total liabilities

Commitments and contingencies (Note 19)
Temporary Equity:

Redeemable non-controlling interests
Permanent Equity:

Voting Common Stock, par value $0.00390625 per share:
Authorized, 1,280,000 shares

Issued and outstanding, 442,932 and 442,932 shares, respectively
Non-Voting Common Stock, par value $0.00390625 per share:
Authorized, 190,720,000 shares

Issued and outstanding, 116,163,127 and 113,545,008 shares, respectively
Additional paid-in capital

Notes receivable from stock option exercises

Accumulated other comprehensive loss

Retained earnings

Total Eaton Vance Corp. shareholders' equity

Non-redeemable non-controlling interests

Total permanent equity

Total liabilities, temporary equity and permanent equity

See notes to Consolidated Financial Statements.

July 31, October 31,
2017 2016

$151,343  $173,485
70,878 59,927
39,487 36,525
618,582 571,773
102,625 75,069
982,915 916,779

189,154 109,028

2 2
454 444
77,699

(11,205 ) (12,074
(41,614 ) (57,583
875,867 773,000
901,203 703,789
763 786
901,966 704,575
$2,074,035 $1,730,382
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Eaton Vance Corp.

Consolidated Statements of Income (unaudited)

(in thousands, except per share data)

Revenue:

Management fees

Distribution and underwriter fees

Service fees

Other revenue

Total revenue

Expenses:

Compensation and related costs

Distribution expense

Service fee expense

Amortization of deferred sales commissions

Fund-related expenses

Other expenses

Total expenses

Operating income

Non-operating income (expense):

Gains and other investment income, net

Interest expense

Loss on extinguishment of debt

Other income (expense) of consolidated collateralized loan
obligation (CLO) entity:

Gains and other investment income, net

Interest expense

Total non-operating income (expense)

Income before income taxes and equity in net income of affiliates
Income taxes

Equity in net income of affiliates, net of tax

Net income

Net income attributable to non-controlling and other beneficial
interests

Net income attributable to Eaton Vance Corp. shareholders
Earnings per share:

Basic

Diluted

Weighted average shares outstanding:

Basic

Diluted

Dividends declared per share

Three Months Ended
July 31,
2017 2016
$339,866 $292,814
20,114 18,883
30,515 27,150
3,251 2,321
393,746 341,168
142,338 121,827
37,160 31,616
28,630 24,831
4,182 3,861
14,029 8,939
46,376 43,369
272,715 234,443
121,031 106,725
5,537 3,137
(6,180 ) (7,342 )
(5,396 ) -
- 4,467
- (4,393 )
(6,039 ) (4,131 )
114,992 102,594
(42,462 ) (39,781)
2,323 2,961
74,853 65,774
(7,492 ) (2,875 )
$67,361 $62,899
$0.61 $0.57
$0.58 $0.55
111,284 109,533
117,051 113,810
$0.280 $0.265

Nine Months Ended

July 31,

2017 2016

$966,148 $852,739
58,991 56,216
89,493 80,203
8,705 6,856
1,123,337 996,014
412,940 365,356
100,284 88,338
83,384 73,036
12,062 11,862
36,752 26,133
133,528 127,671
778,950 692,896
344,387 303,118
15,319 9,766
(21,592 ) (22,024 )
(5,396 ) -
- 21,654
- 9,107 )
(11,669 ) 289
332,718 303,407
(123,864 ) (112,793)
7,973 7,847
216,827 198,461
(16,780 ) (22,209 )

$200,047 $176,252

$1.81 $1.60

$1.73 $1.55
110,540 110,275
115,751 114,044

$0.840 $0.795
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See notes to Consolidated Financial Statements.
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Eaton Vance Corp.

Consolidated Statements of Comprehensive Income (unaudited)

Three Months Ended Nine Months Ended

July 31, July 31,
(in thousands) 2017 2016 2017 2016
Net income $74,853 $65,774 $216,827 $198,461
Other comprehensive income (loss):
Change in unrealized losses on derivatives, net of tax - - 413 ) -
Amortization of net gains on derivatives, net of tax 37 3 46 10
Unreal%z‘ed holdmg gains (losses) on available-for-sale investments and 205 492 857 369
reclassification adjustments, net of tax
Foreign currency translation adjustments, net of tax 18,208 9,336 ) 15,479 (1,560 )
Other comprehensive income (loss), net of tax 18,450 (8,911 ) 15,969 (1,181 )
Total comprehensive income 93,303 56,863 232,796 197,280

Comprehensive income attributable to non-controlling and other
beneficial interests

Total comprehensive income attributable to Eaton Vance Corp.
shareholders

(7,492 ) (2,875 ) (16,780) (22,209)

$85,811 $53,988 $216,016 $175,071

See notes to Consolidated Financial Statements.
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Eaton Vance Corp.

Consolidated Statements of Shareholders' Equity (unaudited)

Permanent Equity

VotilNpn-V ctidditional
(in thousands) Com@mummdiaid-In
Stocltock Capital

Balance, November 1, 2016 $2 $444 $-
Net income - - -
Other comprehensive

income

Dividends declared ($0.840

per share)

Issuance of Non-Voting

Common Stock:

On exercise of stock

. - 13 100,715

options
Under employee stock o 2.976
purchase plans
Under employee stock

. . - - 3,491
purchase incentive plan
Under restricted stock plan, 6 i
net of forfeitures
Stock-based compensation - - 60,395
Tax b.eneflt of stock option 8.188
exercises
Tax benefit of
non-controlling interest - - 3,784
repurchases

Repurchase of Non-Voting
Common Stock

Principal repayments on
notes receivable from stock - - -
option exercises

Net subscriptions
(redemptions/distributions)

of non-controlling interest

holders

Net consolidations - - -
(deconsolidations) of

- (9 ) (100,226)

Notes
Receivable
from
Stock
Option
Exercises (Loss)
$(12,074) $(57,583) $

(2,277 )

3,146

Other

15,969

Accumulated

Retained
Comprehehsivengs
Income

Non-
Redeemahle
Non-

Controlli1]1:§l .

otal
Permanent
uity

Interests

773,000 $786 $704,575

200,047

(97,180)

2,892 202,939
- 15,969

(97,180 )

- 98,451
- 2,976
- 3,491

- 6
- 60,395
- 8,188

- 3,784

- (100,235)

- 3,146

(2,851) (2,851 )

Temporary
Equity

Redeemable
Non-
Controlling
Interests

$109,028
13,888

142,542

(70,682 )

10
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sponsored investment funds
Reclass to temporary equity

- - - 64 ) (64 ) 64

Purchase of non-controlling o ) ) _ _ - - (7,310 )
interests
Other changes in o (1,624 ) - . R - (1,624 ) 1,624

non-controlling interests
Balance, July 31, 2017 $2 $454 $77,699  $(11,205) $(41,614) $875,867 $763 $901,966 $189,154

See notes to Consolidated Financial Statements.
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Eaton Vance Corp.

Consolidated Statements of Shareholders' Equity (unaudited) (continued)

. Temp
Permanent Equity Equit
Notes Non.
Votiton-V ohidditional Receivable Accumulateﬁppl:oprlated. RedeemabTotal Redec
. .g from Other Retained Retained Non-

(in thousands) Com@mummdiaid-In . . Non- Permanent

StocKtock Capital Stock Comprehenkiaenings Earnings ControllinEquit Contr

p Option Loss (Deficit) quity Intere
. Interests
Exercises

Balance, November 1, 2015 $2 $451 $- $(11 143) $(48,586) $(5,338) $684,845 $1,725 $621,956 $88,9
Net income - - - - 12,009 176,252 2,969 191,230 7,23
Other comprehensive loss - - - - (1,181 ) - - - (1,181 ) -
Dividends declared ($0.795 ) _ . - (90,469 ) - (90,469 ) -
per share)
Issuance of Voting
Common Stock S 232 i i i i i 232 i
Issuance of Non-Voting
Common Stock:
On‘exermse of stock B 48,237 870 ) - i i i 47.374 i
options
Under employee stock o 3.145 i i i i i 3.145 i
purchase plans
Under err{ployeg stock i 3.024 i i i i i 3.024 i
purchase incentive plan
Under restricted stock plan, 5 i i i i i i 5 i
net of forfeitures
Stock-based compensation - - 54,275 - - - - - 54,275 -
Tax b.eneflt of stock option 1767 i i i i i 1767 i
exercises
Repurchase of Voting
Common Stock S 77 ) - i i i i 77 ) -
Repurchase of Non-Voting
Common Stock (23) (108,612) - - - (96,392) - (205,027) -
Principal repayments on
notes receivable from stock - - - 2,340 - - - - 2,340 -
option exercises
Net subscriptions
(redemptions/distributions)
of non-controlling interest i i i i i (2.753) (2753 )
holders
Net consolidations - - - - - - - - - (1,5¢

(deconsolidations) of

12
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sponsored investment funds
Reclass to temporary equity
Purchase of non-controlling

_ _ ; (119 ) (119 ) 119

interests i i i i i i i i 6.3
Other changes in

non-controlling interests S 2,191 ) - i i i i (2,191 ) 2,19
Balance, July 31, 2016 $2 $440 $- $(9,673 ) $(49,767) $6,671 $674,236 $1,822 $623,731 $90,5

See notes to Consolidated Financial Statements.

13
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Eaton Vance Corp.

Consolidated Statements of Cash Flows (unaudited)

(in thousands)

Cash Flows From Operating Activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Unamortized loss on derivative instrument
Amortization of deferred sales commissions
Stock-based compensation

Deferred income taxes

Net losses on investments and derivatives

Equity in net income of affiliates, net of amortization
Dividends received from affiliates

Loss on extinguishment of debt

Consolidated CLO entity's operating activities:

Net gains on bank loans, other investments and note obligations
Amortization

Net increase in other assets and liabilities, including cash and cash equivalents
Changes in operating assets and liabilities:
Management fees and other receivables

Investments in trading securities

Deferred sales commissions

Other assets

Accrued compensation

Accounts payable and accrued expenses

Other liabilities

Net cash provided by operating activities

Cash Flows From Investing Activities:

Additions to equipment and leasehold improvements
Issuance of loan to affiliate

Net cash paid in acquisitions

Cash paid for intangible assets

Proceeds from sale of investments

Purchase of investments

Consolidated CLO entity's investing activities:
Proceeds from sales and maturities of bank loans and other investments
Purchase of bank loans and other investments

Net cash used for investing activities

14,128
(684 )
12,066
60,395
12,708
888
(7,973 )
8,192
5,396

(15,397 )
(222,063)
(19,989 )
10,348
(22,476 )
10,066
24,348
86,780

8316 )

(63,605 )

11,471
178 )

(60,628 )

Nine Months Ended
July 31,
2017 2016

$216,827 $198,461

15,252

11,868
54,275
15,921

88

(7,956 )
8,623

(8,094 )
(456 )
74,359

5,369
(48,208 )
(12,804 )
13,240
(50,657 )
2,327
4,891
276,499

(8,786 )
(5,000 )
(10,130 )
(25 )
8,971

(17,135 )

126,177
(203,048)
(108,976)

14
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See notes to Consolidated Financial Statements.
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Eaton Vance Corp.

Consolidated Statements of Cash Flows (unaudited) (continued)

(in thousands)

Cash Flows From Financing Activities:

Purchase of additional non-controlling interest

Debt issuance costs

Proceeds from issuance of debt

Repayment of debt

Loss on extinguishment of debt

Proceeds from issuance of Voting Common Stock

Proceeds from issuance of Non-Voting Common Stock
Repurchase of Voting Common Stock

Repurchase of Non-Voting Common Stock

Principal repayments on notes receivable from stock option exercises
Excess tax benefit of stock option exercises

Dividends paid

Net subscriptions received from (redemptions/distributions paid to) non-controlling interest
holders

Net cash provided by (used for) financing activities

Effect of currency rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental Cash Flow Information:

Cash paid for interest

Cash paid for interest upon repayment of debt

Cash paid for interest by consolidated CLO entity

Cash paid for income taxes, net of refunds

Supplemental Disclosure of Non-Cash Information:

Increase in equipment and leasehold improvements due to non-cash additions
Exercise of stock options through issuance of notes receivable
Non-controlling interest call option exercise recorded in other liabilities
Increase (decrease) in non-controlling interests due to net consolidations (deconsolidations)
of sponsored investment funds

See notes to Consolidated Financial Statements.

Nine Months Ended

July 31,

2017 2016
(9,820 ) (15,580 )
2,761 ) -
298,896 -
(250,000) -

(5,396 ) -

- 232
104,924 53,748

- (77 )
(100,235) (205,027)
3,146 2,340
12,120 3,706
(94,216 ) (89,574 )
139,838 (2,754 )
96,496 (252,986)
3,349 (1,939 )
125,997 (87,402 )
424,174 465,558
$550,171 $378,156
$20,191 $20,192
1,354 -

- 6,746
96,915 81,767
$895 $84

2,277 870

- 93
86,129 (1,567 )

16
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Eaton Vance Corp.

Notes to Consolidated Financial Statements (unaudited)

1. Summary of Significant Accounting Policies

Basis of presentation

In the opinion of management, the accompanying unaudited interim Consolidated Financial Statements of Eaton
Vance Corp. (the Company) include all adjustments necessary to present fairly the results for the interim periods in
accordance with accounting principles generally accepted in the United States of America (U.S. GAAP). Such
financial statements have been prepared in accordance with the instructions to Form 10-Q pursuant to the rules and
regulations of the Securities and Exchange Commission. Certain information and footnote disclosures have been
omitted pursuant to such rules and regulations. As a result, these financial statements should be read in conjunction
with the audited Consolidated Financial Statements and related notes included in the Company’s latest Annual Report
on Form 10-K.

During the first quarter of fiscal 2017, the Company changed the description of a line item in the Consolidated
Statements of Income from investment advisory and administrative fees to management fees. The change in the
description had no impact on the Company’s previously reported net income or financial position, and does not
represent a restatement of previously reported financial results. Management fees are defined as including both
investment advisory fees and administration fees for all periods presented.

Adoption of new accounting standards

The Company adopted the following accounting standards as of November 1, 2016:

-Consolidation - Accounting Standards Update (ASU) 2015-02, Amendments to the Consolidation Analysis
Consolidation - ASU 2016-17, Interests Held through Related Parties That Are under Common Control
Debt issuance costs - ASU 2015-03, Simplifying the Presentation of Debt Issuance Costs

The adoption of the amendments to the consolidation guidance did not result in the consolidation of a previously
unconsolidated legal entity or the deconsolidation of a previously consolidated entity. The amendment to the

18
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consolidation guidance that had the most significant impact on the Company’s consolidation analysis is the elimination
of the deferral of accounting guidance that required separate evaluation for investment company variable interest
entities (VIEs). The elimination of this deferral reduced the threshold used to evaluate whether the Company has a
controlling financial interest in the Company’s sponsored funds in which the Company holds a seed investment from
an ownership percentage of 50 percent to 10 percent. The amended guidance also impacted the Company’s evaluation
of limited partnerships. Under the amended guidance, if limited partners with equity at risk in a limited partnership or
similarly structured entity do not have either substantive kick-out rights over the general partner or substantive
participation rights, the limited partnership is deemed to be a VIE. This update to the guidance resulted in the
Company identifying that a private equity partnership managed by a third party that was previously considered a
voting interest entity is now considered a VIE. The Company holds a variable interest in, but is not deemed to be the
primary beneficiary of, this VIE. Refer to disclosure of this variable interest in Note 6, under the heading Other
Entities.

11

19



Edgar Filing: EATON VANCE CORP - Form 10-Q

The adoption of the new guidance related to debt issuance costs resulted in the Company changing the classification
of certain debt issuance costs in its Consolidated Balance Sheets. All debt issuance costs were previously reported as a
component of other assets. Debt issuance costs related to the Company’s term debt are now presented as a component
of debt on the Company’s Consolidated Balance Sheets. Amounts for the comparative prior fiscal year have been
restated to conform to the current year presentation. This reclassification had no impact on previously reported net
income or previously reported financial results.

The following table presents the effects of the change in presentation of debt issuance costs on the Company’s
previously reported Consolidated Balance Sheet:

October 31, 2016

As
(in thousands) Previously Reclassification As Restated
Reported
Other assets $87,759 $ (2,194 ) $85,565
Total assets 1,732,576 (2,194 ) 1,730,382
Debt 573,967 (2,194 ) 571,773
Total liabilities 918,973 (2,194 ) 916,779
Total permanent equity 704,575 - 704,575
Total liabilities, temporary equity and permanent equity 1,732,576 (2,194 ) 1,730,382

In addition to the above updates, the Company adopted ASU 2017-01, Clarifying the Definition of a Business, in
conjunction with the acquisition of the assets of Calvert Investment Management, Inc. (Calvert), which closed on
December 30, 2016. This new standard provides for an up-front quantitative approach, which is referred to as a “screen,”
to determine whether an entity is acquiring assets or a business. In applying the screen, the Company determined that
substantially all of the fair value of the gross assets acquired was concentrated in a single identifiable asset or group of
similar assets and that the assets acquired, therefore, did not qualify as a business. Disclosure of the acquisition is
included in Note 9.

The Company’s significant accounting policies related to each of the ASUs adopted as of November 1, 2016 are
summarized below, as amended.

Principles of consolidation

With limited exceptions, each of the Company’s sponsored mutual funds is organized as a separately managed
component (or series) of a series trust. All assets of a series irrevocably belong to that series and are subject to the

20
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liabilities of that series; under no circumstances are the liabilities of one series payable by another series. The
Company’s series trusts have no equity investment at risk, rather, all equity is issued at the series level. However,
decisions regarding the trustees of the trust and certain key activities of each series (i.e., sponsored fund) within the
trust, such as appointment of each sponsored fund’s investment adviser, typically reside at the trust level. As a result,
shareholders of a sponsored fund that is organized as a series of a series trust lack the ability to control the key
decision-making processes that most directly affect the performance of the sponsored fund. Accordingly, the
Company believes that each trust is a VIE and each sponsored fund within the trust is a silo that also meets the
definition of a VIE. Having concluded that each silo is a VIE, the primary beneficiary evaluation is focused on an
analysis of economic interests in the silo. The Company may hold a significant interest in the shares of a sponsored
fund during the seed

12
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investment stage when the sponsored fund’s investment track record is being established. The Company consolidates a
sponsored fund when it has a controlling financial interest in the fund. Given that the fees earned from each sponsored
fund are commensurate with the services provided and consistent with market-based terms, the Company has
generally concluded that its asset management arrangements with sponsored funds represent variable interests that
convey both power and economics to the Company in instances in which the Company holds a greater than 10 percent
ownership interest in the fund. Fee revenue earned on, as well as investments in, consolidated sponsored funds are
eliminated in consolidation.

The Company regularly seeds new sponsored funds and may consolidate one or more sponsored funds during a given
reporting period. Due to the similarity of risks related to the Company’s involvement with each sponsored fund,
disclosures required under the VIE model, such as disclosures regarding the carrying amount and classification of
assets of sponsored funds and the gains and losses that the Company recognizes from sponsored funds, are aggregated.

When the Company is no longer deemed to hold a controlling financial interest in a sponsored fund, the Company
deconsolidates the sponsored fund and removes the related assets, liabilities and non-controlling interests from its
balance sheet and classifies the Company’s remaining investment as available-for-sale. Because consolidated
sponsored funds carry their assets and liabilities at fair value, there is no incremental gain or loss recognized upon
deconsolidation.

The extent of the Company’s exposure to loss with respect to a consolidated sponsored fund is limited to the amount of
the Company’s investment in the sponsored fund. The Company is not obligated to provide financial support to
sponsored funds. Only the assets of a sponsored fund are available to settle its obligations. Beneficial interest holders
of sponsored funds do not have recourse to the general credit of the Company.

Consolidation of VIEs

Accounting guidance provides a framework for determining whether an entity should be considered a VIE and, if so,
whether a company’s involvement with the entity results in a variable interest in the entity. If the Company determines
that it does have a variable interest in an entity, it must perform an analysis to determine whether it is the primary
beneficiary of the VIE. If the Company determines it is the primary beneficiary of the VIE, it is required to
consolidate the assets, liabilities, results of operations and cash flows of the VIE.

The Company’s evaluation of whether it qualifies as the primary beneficiary of a VIE is complex. The Company is the
primary beneficiary of a VIE if it has a controlling financial interest in the VIE. A company is deemed to have a
controlling financial interest in a VIE if it has both (i) the power to direct the activities of the VIE that most

22
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significantly impact the VIE’s economic performance, and (ii) the obligation to absorb losses of the VIE that could
potentially be significant to the VIE or the right to receive benefits from the VIE that could potentially be significant
to the VIE.

For collateralized loan obligation (CLO) entities, the Company must evaluate the relative size of the Company’s
residual interest and the overall magnitude and design of the collateral fees within each structure. There is also
judgment involved in assessing whether the Company has the power to direct the activities that most significantly
impact the VIE’s economic performance and the obligation to absorb losses of or the right to receive benefits from the
VIE that could potentially be significant to the entity.

13
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While the Company believes its overall evaluation of VIEs is appropriate, future changes in estimates, judgments and
assumptions, changes in the ownership interests of the Company in a VIE and/or future accounting pronouncements
may affect the resulting consolidation, or deconsolidation, of the assets, liabilities, results of operations and cash flows
of a VIE.

Debt issuance costs

Deferred debt issuance costs are amortized using the effective interest method over the related debt term. Debt
issuance costs related to the Company’s term debt are included in debt in the Company’s Consolidated Balance Sheets.
The amortization of deferred debt issuance costs is included in interest expense on the Company’s Consolidated
Statements of Income.

2. New Accounting Standards Not Yet Adopted

Statement of cash flows — restricted cash

In November 2016, the Financial Accounting Standards Board (FASB) issued an amendment to existing guidance on
the presentation and classification of restricted cash in the statement of cash flows. The amendment requires that a
statement of cash flows explain the change during the period in the total of cash, cash equivalents, and amounts
generally described as restricted cash or restricted cash equivalents. The amounts generally described as restricted
cash and restricted cash equivalents should be included with cash and cash equivalents when reconciling the
beginning-of-period and end-of-period total amounts shown on the statement of cash flows. The new guidance is
effective for the Company’s fiscal year that begins on November 1, 2018 and requires a retrospective approach to
adoption. The Company is currently evaluating the potential impact on its Consolidated Financial Statements and
related disclosures.

Simplifying the test for goodwill impairment

In January 2017, the FASB issued amended guidance that simplifies the test for goodwill impairment. The standard
eliminates Step 2 from the goodwill impairment test. Under the amended guidance, an entity should perform its
goodwill impairment test by comparing the fair value of a reporting unit with its carrying amount. An entity will
recognize an impairment charge for the amount by which the carrying amount exceeds the reporting unit’s fair value,
but the loss cannot exceed the total amount of goodwill allocated to the reporting unit. The new guidance is effective
for the Company’s fiscal year that begins on November 1, 2020 and requires a prospective approach to adoption. Early
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adoption is permitted for interim or annual goodwill impairment tests. The Company is currently evaluating the
potential impact on its Consolidated Financial Statements and related disclosures.

3. Consolidated Sponsored Funds

The following table sets forth the balances related to consolidated sponsored funds at July 31, 2017 and October 31,

2016, as well as the Company’s interest in these funds:

14
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(in thousands) July 31,  October 31,

2017 2016
Investments $386,675 $248,036
Other assets 13,462 10,984
Other liabilities (47,545 ) (23,947 )

Redeemable non-controlling interests (110,603) (24,474 )
Interest in consolidated sponsored funds $241,989 $ 210,599

4.Investments

The following is a summary of investments at July 31, 2017 and October 31, 2016:

(in thousands) July 31,  October 31,

2017 2016
Investment securities, trading:
Short-term debt securities $84,443  $ 85,822
Consolidated sponsored funds 386,675 248,036
Separately managed accounts 90,514 79,683
Total investment securities, trading 561,632 413,541
Investment securities, available-for-sale 16,092 13,312
Investments in non-consolidated CLO entities 3,649 3,837
Investments in equity method investees 149,664 139,929
Investments, other 19,131 19,154
Total investments $750,168 $ 589,773

Investment securities, trading

The following is a summary of the fair value of investments classified as trading at July 31, 2017 and October 31,
2016:

(in thousands) July 31,  October 31,

2017 2016
Short-term debt securities $84,443  $ 85,822
Other debt securities 301,821 191,688
Equity securities 175,368 136,031

Total investment securities, trading $561,632 $ 413,541
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The Company recognized gains related to trading securities still held at the reporting date of $6.8 million and $7.3
million for the three months ended July 31, 2017 and 2016, respectively, and $15.5 million and $13.3 million for the
nine months ended July 31, 2017 and 2016, respectively, within net gains and other investment income in the
Company’s Consolidated Statements of Income.
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Investment securities, available-for-sale

The following is a summary of the gross unrealized gains and losses included in accumulated other comprehensive
income (loss) related to securities classified as available-for-sale at July 31, 2017 and October 31, 2016:

July 31, 2017 Gross Unrealized
(in thousands) Cost Gains Losses Fair Value
Investment securities, available-for-sale $9,912 $6,192 $ (12 ) $ 16,092

October 31, 2016 Gross Unrealized
(in thousands) Cost Gains Losses Fair Value
Investment securities, available-for-sale $8,528 $4,798 $ (14 ) $ 13,312

Net unrealized holding gains (losses) on investment securities classified as available-for-sale included in other
comprehensive income (loss) on the Company’s Consolidated Statements of Comprehensive Income were $0.3 million
and $0.7 million for the three months ended July 31, 2017 and 2016, respectively, and $1.4 million and $0.7 for the
nine months ended July 31, 2017 and 2016, respectively.

The Company did not recognize any impairment losses on investment securities classified as available-for-sale during
three and nine months ended July 31, 2017 or 2016.

The aggregate fair value of available-for-sale investments in an unrealized loss position at July 31, 2017 was $5.2
million; unrealized losses related to these investments totaled $12,000. No investment with a gross unrealized loss has
been in a loss position for greater than one year.

The following is a summary of the Company’s realized gains and losses recognized upon disposition of investments
classified as available-for-sale for the three and nine months ended July 31, 2017 and 2016:

Three Months Ended Nine Months Ended

July 31, July 31,
(in thousands) 2017 2016 2017 2016
Gains $ 29 $ - $233 $ 199
Losses - - (1 ) 37 )
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Net realized gains $ 29 $ - $232 $ 162

Investments in equity method investees

The Company has a 49 percent interest in Hexavest Inc. (Hexavest), a Montreal, Canada-based investment adviser.
The carrying value of this investment was $146.6 million and $137.3 million at July 31, 2017 and October 31, 2016,
respectively. At July 31, 2017, the Company’s investment in Hexavest consisted of $6.2 million of equity in the net
assets of Hexavest, definite-lived intangible assets of $24.9 million and goodwill of $122.2 million, net of a deferred
tax liability of $6.7 million. At October 31, 2016, the Company’s investment in Hexavest consisted of $5.3 million of
equity in the net assets of Hexavest, definite-lived intangible assets of $24.5 million and goodwill of $114.1 million,
net of a deferred tax liability of $6.6
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million. The investment is denominated in Canadian dollars and is subject to foreign currency translation adjustments,
which are recorded in accumulated other comprehensive income (loss).

The Company has an option to purchase an additional 26 percent interest in Hexavest. The option is exercisable within
60 days of the Company’s receipt of Hexavest’s August 31, 2017 audited financial statements, which must be provided
to the Company no later than October 30, 2017. The Company then has 60 days from receipt of the audited financial
statements to notify Hexavest of its intent to exercise. As part of the purchase price allocation at closing, a value of
$8.3 million was assigned to this option. The option is included in other assets in the Company’s Consolidated Balance
Sheets at July 31, 2017 and October 31, 2016.

The Company also has a seven percent equity interest in a private equity partnership managed by a third party that
invests in companies in the financial services industry. The Company’s investment in the partnership was $3.0 million
and $2.6 million at July 31, 2017 and October 31, 2016, respectively.

The Company did not recognize any impairment losses related to its investments in equity method investees during
the three and nine months ended July 31, 2017 or 2016.

During the nine months ended July 31, 2017 and 2016, the Company received dividends of $8.2 million and $8.6
million, respectively, from its investments in equity method investees.

Investments, other

Investments, other, consists of certain investments carried at cost totaling $19.1 million and $19.2 million at July 31,
2017 and October 31, 2016, respectively.

During the fiscal year ended October 31, 2016, the Company participated as lead investor in an equity financing in
SigFig, an independent San Francisco-based wealth management technology firm. The carrying value of Company’s
investment in SigFig was $17.0 million at both July 31, 2017 and October 31, 2016.

5. Derivative Financial Instruments
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Derivative financial instruments designated as cash flow hedges

In April 2017, the Company issued $300.0 million in aggregate principal amount of 3.5 percent ten-year senior notes
due April 6, 2027 (2027 Senior Notes). In anticipation of the offering, the Company entered into a Treasury lock
transaction with a notional amount of $125.0 million and concurrently designated the Treasury lock as a cash flow
hedge of its exposure to variability in the forecasted semi-annual interest payments on $125.0 million of principal
outstanding on the 2027 Senior Notes. The benchmark U.S. Treasury rate declined from the time the Treasury lock
was entered into until the time the 2027 Senior Notes were priced, and the Treasury lock was net settled for cash at a
loss of $0.7 million. The Treasury lock was determined to be a highly effective cash flow hedge and the entire $0.7
million loss, net of the associated deferred tax benefit of $0.3 million, was recorded in other comprehensive income
(loss), net of tax. The loss recorded in other comprehensive income (loss) will be reclassified to earnings as a
component of interest expense over the term of the debt. During the three and nine months ended July 31, 2017,
approximately $17,000 and $20,000 of this deferred loss was reclassified into interest expense, respectively. During
the next twelve months, the Company expects to reclassify approximately $68,000 of the loss into interest expense.
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In fiscal 2013, the Company entered into a forward-starting interest rate swap in connection with the offering of its
3.625 percent unsecured senior notes due June 15, 2023 (2023 Senior Notes) and recorded the unamortized gain on
the swap in other comprehensive income (loss), net of tax. The Company reclassified $50,000 and $0.2 million of the
deferred gain into interest expense during both the three and nine months ended July 31, 2017 and 2016, respectively,
and will reclassify the remaining $1.2 million of unamortized gain as of July 31, 2017 to earnings as a component of
interest expense over the remaining term of the debt. During the next twelve months, the Company expects to
reclassify approximately $0.2 million of the gain into interest expense.

In fiscal 2007, the Company entered into a Treasury lock transaction in connection with the offering of its 6.5 percent
unsecured senior notes due October 2, 2017 (2017 Senior Notes) and recorded the unamortized loss on the Treasury
lock in other comprehensive income (loss), net of tax. During the three months ended July 31, 2017, the Company
reclassified the remaining $0.1 million of unamortized loss to earnings as a component of interest expense concurrent
with the redemption of the 2017 Senior Notes in May 2017 (see Note 11). The Company reclassified $56,000 of the
deferred loss into interest expense during the three months ended July 31, 2016. During both the nine months ended
July 31, 2017 and 2016, the Company reclassified $0.2 million of the deferred loss into interest expense.

Other derivative financial instruments not designated for hedge accounting

The Company utilizes stock index futures contracts, total return swap contracts, foreign exchange contracts,
commodity futures contracts, currency futures contracts and interest rate futures contracts to hedge the market and
currency risks associated with its investments in certain consolidated sponsored funds and separately managed
accounts seeded for new product development purposes (consolidated seed investments).

The Company was a party to the following derivative financial instruments at July 31, 2017 and October 31, 2016:

July 31, 2017 October 31, 2016

NumberNotional Number Notional

of value of value

contracts(in millions)  contracts (in millions)
Stock index futures contracts 1,672 $ 129.9 1,721 $ 1254
Total return swap contracts 5 $ 50.2 1 $ 40.0
Foreign exchange contracts 26 $ 26.8 32 $ 187
Commodity futures contracts 201 $ 8.9 - $ -
Currency futures contracts 93 $ 10.5 - $ -
Interest rate futures contracts 128 $ 44.6 - $ -
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The Company has not designated any of these derivative contracts as hedging instruments for accounting purposes.
The derivative contracts outstanding, and the notional values they represent at July 31, 2017 and October 31, 2016, are
representative of derivative balances throughout each respective period.

The Company has not elected to offset fair value amounts related to derivative instruments executed with the same
counterparty under master netting arrangements; as a result, the Company records all derivative
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financial instruments as either other assets or other liabilities, gross, on its Consolidated Balance Sheets and measures
them at fair value. The following tables present the fair value of derivative financial instruments not designated for
hedge accounting and how they are reflected in the Company’s Consolidated Financial Statements as of July 31, 2017
and October 31, 2016:

July 31, 2017 October 31, 2016

(in thousands) Other Other Other Other

assets liabilities assets liabilities
Stock index futures contracts $301 3,178 $1,722 $ 130
Total return swap contracts - 2,192 - 418
Foreign exchange contracts 115 500 350 267
Commodity futures contracts 123 195 - -
Currency futures contracts 90 250 - -
Interest rate futures contracts 33 240 - -
Total $662 $ 6,555 $2,072 $ 815

Changes in the fair value of derivative contracts are recognized in gains and other investment income, net (see Note
14). The Company recognized the following net gains (losses) on derivative financial instruments for the three and
nine months ended July 31, 2017 and 2016:

Three Months Ended Nine Months Ended
July 31, July 31,
(in thousands) 2017 2016 2017 2016
Stock index futures contracts $ (6,416 ) $(4,518 ) $(19,446) $(3,597)
Total return swap contracts (1,108 ) (1,450 ) (3,083 ) (1,889)

Foreign exchange contracts (593 ) 496 990 ) (644 )
Commodity futures contracts (72 ) - (74 ) -
Currency futures contracts 91 ) - (101 ) -
Interest rate futures contracts (436 ) - 436 ) -
Total $(8,716 ) $(5,472 ) $(24,130) $(6,130)

In addition to the derivative contracts described above, certain consolidated seed investments ma