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Another year, another 
record. As megabuyouts 
and multibillion-dollar 
IPOs drive fees to 
new heights, Citigroup 
tops the list of the 
world’s best-paid 
investment banks.
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JPMorgan Chase in Hong Kong. Fees from Chinese IPOs more 
than doubled in 2006 to $1.4 billion from $673 million in 2005.

“The demand for equities is going to continue to be strong, 
and clearly Asia is growing quicker than the rest of the world,” 
says Matthew Koder, joint head of global equity capital mar-
kets at UBS AG, which is No. 6 in the Bloomberg 20. “We’ve 
seen a lot of international money flow into Asia over the last 
several years, and that’s going to continue.” Koder says the deal 
pipeline for 2007 looks even better than it did last year.

W
hile M&A fees have held up, underwriting 
stocks and bonds has become less lucra-
tive than it was during the 1990s. The av-
erage underwriting commission for U.S. 
equities, for example, fell to 3.802 per-

cent of a sale’s dollar value in 2006 from 4.379 percent in 
1999, according to Bloomberg data.

Bond underwriters collect a fraction of the fees that IPO 
specialists garner on each deal. At No. 1 Citigroup, the aver-
age fee slid to 0.434 percent of a sale’s dollar value during 
2006 from 0.491 percent in 1999, according to Bloomberg 
data. Citigroup dominates the debt markets partly because 
predecessor Travelers Group Inc. bought Salomon Inc., Wall 
Street’s leading bond trader, in 1997. Citigroup collected 
$1.5 billion in bond underwriting fees in 2006. Merrill 
Lynch, with $822 million in fees, rose to No. 2 from No. 5. 
JPMorgan Chase held its No. 3 position, with $794 million.

As in M&A, buyout firms are generating business for debt 
underwriters. Sales of junk bonds—those rated below Baa3 by 
Moody’s Investors Service and BBB– by S&P—rose 50 percent 
to $199 billion in 2006, according to Bloomberg data. Junk 
bond fees climbed 59 percent to $2.9 billion in 2006 from 
$1.8 billion in 2005. Such debt is often used to finance LBOs. 
For now, at least, low interest rates are holding down the cost 
of takeovers. The yield of 10-year U.S. Treasuries was 4.8 per-
cent on Feb. 7. Back in the 1980s, yields were twice that.

Rising interest rates, a new surge in oil prices or possible 
turbulence in the U.S. housing market could bring an end to 
the fee frenzy. Wall Street firms collected record fees—and 
reaped record profits—in 2005 and again in 2006. Repeat-
ing that feat for a third year may not be so easy.

“Trees don’t grow to the sky,” says Brad Hintz, an analyst at 
New York–based Sanford C. Bernstein & Co. and former chief 
financial officer of No. 9 Lehman Brothers Holdings Inc. “We 
can all guess how this will end. We just can’t guess when it will 
end.” In the meantime, firms that make it into the Bloomberg 
20 can party on.„

LAURIE MEISLER is rankings editor of BLOOMBERG MARKETS. With additional 
reporting by Bloomberg News. 
lmeisler@bloomberg.net
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$53.1 billion logged in 2005 and have reached their highest 
levels since Bloomberg began tracking them in 1999. The 
total take has climbed 55 percent since 2000, the year the 
Nasdaq Composite Index soared 85 percent on its way to an 
all-time high.

It’s a neck-and-neck race, and competition is intensifying. 
Citigroup, led by Chief Executive Officer Charles Prince, clung 
to its No. 1 spot in the Bloomberg 20 for a third year, even as 
the New York–based bank tumbled from its top perch in equi-
ty underwriting. Citigroup, the biggest bond market producer, 
collected a total of $5.8 billion in fees in 2006, up 32 percent 
from $4.4 billion in 2005, according to Bloomberg data.

Goldman Sachs, headed by CEO Lloyd Blankfein, collected 
$5.6 billion in fees—just 3 percent less than Citigroup. In 2005, 
Citigroup had a 5 percent lead over Goldman. Goldman Sachs, 

T
he good times on Wall Street just keep getting better. Led by Citi-

group Inc., Goldman Sachs Group Inc., Morgan Stanley, JPMorgan 

Chase & Co. and Merrill Lynch & Co., investment banks are collect-

ing the most fees since Bloomberg began keeping records. ❖ Bloom-

berg News has tallied the fees that securities firms 

worldwide collected from advising on mergers and acquisitions and under-

writing stocks and bonds during 2006. The result is the third annual Bloom-

berg 20 list of the world’s best-paid investment banks. ❖ Fueled by a surge 

in trading profits, multibillion-dollar stock sales and the big-

gest leveraged buyouts in history, Bloomberg 20 firms shat-

tered profit records in 2006. Led by New York–based Citigroup, 

securities firms took in a total of $71 billion from advising on 

M&A and underwriting securities, according to data compiled 

by Bloomberg. Fees were up 34 percent from the
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the winner in M&A for a third straight year, muscled past Citi-
group in equities, the most-lucrative corner of underwriting, to 
reclaim its No. 1 position in that field. Prince can’t afford a mis-
step. The two are now so close that a few deals—or even a single 
large transaction—might tip the scales.

Morgan Stanley held its No. 3 position in the Bloomberg 
20 for a third year, with $5.2 billion, followed by JPMorgan 
Chase, once again fourth, with $4.7 billion. Merrill Lynch, 
No. 5 for a third year, collected $4.5 billion. For now, the 
upper tier of the Bloomberg 20 has a lock on Wall Street. 

Eight of the 10 top firms held their positions from 2005.
To rank the investment banks, Bloomberg examined fees 

that firms have collected worldwide since 1999. Not all com-
missions have been disclosed, and total fees have been extrap-
olated from those that have been made public in regulatory 
filings. (See “How We Crunched the Numbers,” page 76.)

Driving the fee bonanza is a boom in acquisitions and 
LBOs. M&A specialists worked on a record $3.6 trillion of 
deals worldwide in 2006, up 40 percent from $2.6 trillion in 
2005, according to Bloomberg data.
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