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PART I – FINANCIAL INFORMATION

Item 1. Financial Statements.

UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

(in millions, except share data)

	
	
	9/30/2022
	
	
	12/31/2021
	

	ASSETS
	
	
	
	
	
	

	Cash and cash equivalents
	$
	2,366.3
	
	$
	1,523.1
	

	Accounts receivable and accrued revenue
	
	741.4
	
	
	1,058.3
	

	Investments
	
	2,480.2
	
	
	2,975.5
	

	Assets of consolidated T. Rowe Price investment products ($1,234.8 million at September 30, 2022
	
	1,284.3
	
	
	1,962.8
	

	and $1,761.5 million at December 31, 2021, related to variable interest entities)
	
	
	
	
	
	

	Operating lease assets
	
	282.8
	
	
	201.2
	

	Property, equipment and software, net
	
	752.8
	
	
	736.2
	

	Intangible assets, net
	
	832.0
	
	
	913.4
	

	Goodwill
	
	2,652.4
	
	
	2,693.2
	

	Other assets
	
	601.0
	
	
	445.3
	

	Total assets
	$
	11,993.2
	
	$
	12,509.0
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	LIABILITIES
	
	
	
	
	
	

	Accounts payable and accrued expenses
	$
	382.8
	
	$
	431.0
	

	Liabilities of consolidated T. Rowe Price investment products ($41.6 million at September 30, 2022
	
	47.5
	
	
	51.5
	

	and $36.2 million at December 31, 2021, related to variable interest entities)
	
	
	
	
	
	

	Operating lease liabilities
	
	320.0
	
	
	249.2
	

	Accrued compensation and related costs
	
	701.1
	
	
	256.8
	

	Supplemental savings plan liability
	
	676.9
	
	
	882.6
	

	Contingent consideration liability
	
	131.3
	
	
	306.3
	

	Income taxes payable
	
	38.3
	
	
	77.9
	

	Total liabilities
	
	2,297.9
	
	
	2,255.3
	

	
	
	
	
	
	
	

	Commitments and contingent liabilities
	
	
	
	
	
	

	
	
	
	
	
	
	

	Redeemable non-controlling interests
	
	580.8
	
	
	982.3
	

	
	
	
	
	
	
	

	STOCKHOLDERS’ EQUITY
	
	
	
	
	
	

	Preferred stock, undesignated, $.20 par value – authorized and unissued 20,000,000 shares
	
	—
	
	—
	

	Common stock, $.20 par value—authorized 750,000,000; issued 223,920,000 shares at
	
	44.8
	
	
	45.8
	

	September 30, 2022 and 229,175,000 at December 31, 2021
	
	
	
	
	
	

	Additional capital in excess of par value
	
	499.3
	
	
	919.8
	

	Retained earnings
	
	8,419.9
	
	
	8,083.6
	

	Accumulated other comprehensive loss
	
	(56.5)
	
	
	(26.5)
	

	Total stockholders’ equity attributable to T. Rowe Price Group, Inc.
	
	8,907.5
	
	
	9,022.7
	

	Non-controlling interests in consolidated entities
	
	207.0
	
	
	248.7
	

	Total stockholders’ equity
	
	9,114.5
	
	
	9,271.4
	

	Total liabilities, redeemable non-controlling interests, and stockholders’ equity
	$
	11,993.2
	
	$
	12,509.0
	

	
	
	
	
	
	
	




The accompanying notes are an integral part of these statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCOME (in millions, except per-share amounts)

	
	
	Three months ended
	
	Nine months ended
	

	
	
	9/30/2022
	
	
	9/30/2021
	
	
	9/30/2022
	
	
	9/30/2021
	

	Revenues
	
	
	
	
	
	
	
	
	
	
	
	

	Investment advisory fees
	$
	1,442.0
	
	$
	1,813.4
	
	$
	4,600.8
	
	$
	5,288.4
	

	Capital allocation-based income
	
	1.1
	
	
	—
	
	(80.8)
	
	
	—
	

	Administrative, distribution, and servicing fees
	
	145.1
	
	
	140.7
	
	
	444.2
	
	
	421.8
	

	Net revenues
	
	1,588.2
	
	
	1,954.1
	
	
	4,964.2
	
	
	5,710.2
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating expenses
	
	
	
	
	
	
	
	
	
	
	
	

	Compensation and related costs
	
	588.1
	
	
	564.6
	
	
	1,633.1
	
	
	1,751.9
	

	Distribution and servicing
	
	69.9
	
	
	96.0
	
	
	231.5
	
	
	274.3
	

	Advertising and promotion
	
	24.3
	
	
	22.1
	
	
	69.1
	
	
	61.4
	

	Product and recordkeeping related costs
	
	75.6
	
	
	70.3
	
	
	232.3
	
	
	154.6
	

	Technology, occupancy, and facility costs
	
	143.6
	
	
	123.1
	
	
	411.8
	
	
	359.7
	

	General, administrative, and other
	
	112.1
	
	
	81.8
	
	
	265.8
	
	
	260.8
	

	Total operating expenses
	
	1,013.6
	
	
	957.9
	
	
	2,843.6
	
	
	2,862.7
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net operating income
	
	574.6
	
	
	996.2
	
	
	2,120.6
	
	
	2,847.5
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Non-operating income (loss)
	
	
	
	
	
	
	
	
	
	
	
	

	Net gains (losses) on investments
	
	(41.5)
	
	
	8.7
	
	
	(301.3)
	
	
	165.0
	

	Net gains (losses) on consolidated investment products
	
	(41.7)
	
	
	(17.1)
	
	
	(247.7)
	
	
	75.7
	

	Other income (loss)
	
	.4
	
	
	(3.1)
	
	
	(12.2)
	
	
	(6.2)
	

	Total non-operating income (loss)
	
	(82.8)
	
	
	(11.5)
	
	
	(561.2)
	
	
	234.5
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Income before income taxes
	
	491.8
	
	
	984.7
	
	
	1,559.4
	
	
	3,082.0
	

	Provision for income taxes
	
	134.0
	
	
	227.3
	
	
	399.4
	
	
	717.1
	

	Net income
	
	357.8
	
	
	757.4
	
	
	1,160.0
	
	
	2,364.9
	

	Less: net income (loss) attributable to redeemable
	
	(26.6)
	
	
	(19.8)
	
	
	(131.9)
	
	
	22.6
	

	non-controlling interests
	
	
	
	
	
	
	
	
	
	
	
	

	Net income attributable to T. Rowe Price Group
	$
	384.4
	
	$
	777.2
	
	$
	1,291.9
	
	$
	2,342.3
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Earnings per share on common stock of T. Rowe Price Group
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	$
	1.67
	
	$
	3.34
	
	$
	5.57
	
	$
	10.04
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Diluted
	$
	1.66
	
	$
	3.31
	
	$
	5.54
	
	$
	9.94
	

	
	
	
	
	
	
	
	
	
	
	
	
	





The accompanying notes are an integral part of these statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (in millions)

	
	Three months ended
	
	Nine months ended

	9/30/2022
	9/30/2021
	
	9/30/2022
	9/30/2021


[image: ]


Net income	$

Other comprehensive income (loss)
[image: ]

Currency translation adjustments

Consolidated T. Rowe Price investment products - variable interest entities
[image: ]
Reclassification gains recognized in non-operating income upon deconsolidation of certain T. Rowe Price investment products

Total currency translation adjustments of consolidated T. Rowe Price investment products - variable interest entities
[image: ]
Equity method investments

Other comprehensive loss before income taxes
[image: ]

Net deferred tax benefits

Total other comprehensive loss
[image: ]

Total comprehensive income
[image: ]

Less: comprehensive income (loss) attributable to redeemable non-controlling interests

Total comprehensive income attributable to T. Rowe Price Group	$



357.8	$	757.4	$	1,160.0	$	2,364.9
[image: ]



	(31.8)
	
	(17.2)
	
	
	(73.9)
	
	
	(30.0)

	—
	
	—
	
	(6.9)
	
	
	(2.6)

	(31.8)
	
	(17.2)
	
	
	(80.8)
	
	
	(32.6)

	.7
	
	3.5
	
	
	(1.9)
	
	
	2.4

	(31.1)
	
	(13.7)
	
	
	(82.7)
	
	
	(30.2)

	2.9
	
	.8
	
	
	8.1
	
	
	3.6

	(28.2)
	
	(12.9)
	
	
	(74.6)
	
	
	(26.6)

	329.6
	
	744.5
	
	
	1,085.4
	
	
	2,338.3

	(45.7)
	
	(32.0)
	
	
	(176.5)
	
	
	2.4

	375.3
	$
	776.5
	
	$
	1,261.9
	
	$
	2,335.9

	
	
	
	
	
	
	
	
	


[image: ][image: ][image: ][image: ][image: ][image: ]




The accompanying notes are an integral part of these statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (in millions)

	
	
	Nine months ended
	

	
	
	9/30/2022
	
	
	9/30/2021
	

	Cash flows from operating activities
	
	
	
	
	
	

	Net income
	$
	1,160.0
	
	$
	2,364.9
	

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

	Depreciation and amortization of property, equipment and software
	
	166.0
	
	
	151.1
	

	Amortization of acquisition-related assets and retention arrangements
	
	158.4
	
	
	—
	

	Fair value remeasurement of contingent consideration liability
	
	(125.7)
	
	
	—
	

	Stock-based compensation expense
	
	185.7
	
	
	166.3
	

	Net (gains) losses recognized on investments
	
	384.5
	
	
	(144.4)
	

	Net redemptions in T. Rowe Price investment products used to economically hedge supplemental
	
	33.8
	
	
	28.1
	

	savings plan liability
	
	
	
	
	
	

	Net change in securities held by consolidated T. Rowe Price investment products
	
	291.0
	
	
	(5.3)
	

	Other changes
	
	240.9
	
	
	530.0
	

	Net cash provided by operating activities
	
	2,494.6
	
	
	3,090.7
	

	
	
	
	
	
	
	

	Cash flows from investing activities
	
	
	
	
	
	

	Purchases of investment products
	
	(47.7)
	
	
	(47.3)
	

	Dispositions of investment products
	
	160.8
	
	
	285.4
	

	Net cash of T. Rowe Price investment products on deconsolidation
	
	(8.7)
	
	
	(15.6)
	

	Additions to property, equipment and software
	
	(177.2)
	
	
	(178.7)
	

	Other investing activity
	
	3.3
	
	
	13.8
	

	Net cash provided by (used in) investing activities
	
	(69.5)
	
	
	57.6
	

	
	
	
	
	
	
	

	Cash flows from financing activities
	
	
	
	
	
	

	Repurchases of common stock
	
	(727.9)
	
	
	(493.1)
	

	Common share issuances under stock-based compensation plans
	
	13.8
	
	
	33.3
	

	Dividends paid to common stockholders of T. Rowe Price
	
	(832.4)
	
	
	(1,454.0)
	

	Net distributions to non-controlling interests in consolidated entities
	
	(8.4)
	
	
	—
	

	Net subscriptions (redemptions) received from redeemable non-controlling interest holders
	
	(61.8)
	
	
	22.7
	

	Net cash used in financing activities
	
	(1,616.7)
	
	
	(1,891.1)
	

	
	
	
	
	
	
	

	Effect of exchange rate changes on cash and cash equivalents of consolidated
	
	11.8
	
	
	(3.6)
	

	T. Rowe Price investment products
	
	
	
	
	
	

	
	
	
	
	
	
	

	Net change in cash and cash equivalents during period
	
	820.2
	
	
	1,253.6
	

	Cash and cash equivalents at beginning of period, including $101.1 million at December 31, 2021, and
	
	1,624.2
	
	
	2,256.5
	

	$104.8 million at December 31, 2020, held by consolidated T. Rowe Price investment products
	
	
	
	
	
	

	Cash and cash equivalents at end of period, including $78.1 million at September 30, 2022, and
	$
	2,444.4
	
	$
	3,510.1
	

	$91.6 million at September 30, 2021, held by consolidated T. Rowe Price investment products
	
	
	
	
	
	

	
	
	
	
	
	
	





The accompanying notes are an integral part of these statements.

Page 5
[image: ]

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (shares in thousands; dollars in millions)

	
	
	
	
	
	
	
	
	
	Three months ended 9/30/2022
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Total
	
	Non-
	
	
	
	
	
	

	
	
	
	
	
	
	Additional
	
	
	
	
	
	stockholders’
	
	
	
	
	
	Redeemable
	

	
	Common
	
	
	
	
	
	
	
	
	
	
	equity
	
	controlling
	
	Total
	
	

	
	
	Common
	capital in
	Retained
	
	
	
	attributable to
	
	interests in
	
	
	
	non-
	

	
	shares
	
	excess of
	
	AOCI(1)
	T. Rowe Price
	consolidated
	stockholders’
	controlling
	

	
	outstanding
	
	stock
	par value
	earnings
	
	
	Group, Inc.
	
	entities
	
	equity
	
	interests
	

	Balances at June 30, 2022
	225,715
	
	$
	45.1
	
	$
	654.6
	
	$ 8,311.9
	
	$
	(47.4)
	
	$
	8,964.2
	
	$
	208.8
	
	$
	9,173.0
	
	$
	564.6
	

	Net income (loss)
	—
	
	—
	
	—
	384.4
	
	
	—
	
	384.4
	
	
	.1
	
	
	384.5
	
	
	(26.6)
	

	Other comprehensive loss, net of tax
	—
	
	—
	
	—
	—
	
	(9.1)
	
	
	(9.1)
	
	
	—
	
	(9.1)
	
	
	(19.1)
	

	Dividends declared ($1.20 per share)
	—
	
	—
	
	—
	(276.4)
	
	
	—
	
	(276.4)
	
	
	—
	
	(276.4)
	
	
	—
	

	Shares issued upon option exercises
	135
	
	
	—
	
	6.4
	
	—
	
	—
	
	6.4
	
	
	—
	
	6.4
	
	
	—
	

	Net shares issued upon vesting of restricted stock units
	11
	
	
	—
	
	(.3)
	
	—
	
	—
	
	(.3)
	
	
	—
	
	(.3)
	
	
	—
	

	Stock-based compensation expense
	—
	
	—
	
	62.8
	
	—
	
	—
	
	62.8
	
	
	—
	
	62.8
	
	
	—
	

	Common shares repurchased
	(1,941)
	
	
	(.3)
	
	
	(224.2)
	
	—
	
	—
	
	(224.5)
	
	
	—
	
	(224.5)
	
	
	—
	

	Net distributions to non-controlling interests in
	—
	
	—
	
	—
	—
	
	—
	
	—
	
	(1.9)
	
	
	(1.9)
	
	
	—
	

	consolidated entities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net subscriptions from T. Rowe Price investment
	—
	
	—
	
	—
	—
	
	—
	
	—
	
	—
	
	—
	
	19.2
	

	products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net consolidations of T. Rowe Price investment products
	—
	
	—
	
	—
	—
	
	—
	
	—
	
	—
	
	—
	
	42.7
	

	Balances at September 30, 2022
	223,920
	
	$
	44.8
	
	$
	499.3
	
	$ 8,419.9
	
	$
	(56.5)
	
	$
	8,907.5
	
	$
	207.0
	
	$
	9,114.5
	
	$
	580.8
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



	
	
	
	
	
	
	
	Three months ended 9/30/2021
	
	
	
	
	
	

	
	Common
	
	
	
	Additional
	
	
	
	
	
	
	Total
	Redeemable
	

	
	
	Common
	capital in
	Retained
	
	
	
	
	
	
	non-
	

	
	shares
	
	excess of
	
	AOCI(1)
	stockholders’
	controlling
	

	
	outstanding
	
	stock
	par value
	earnings
	
	
	equity
	
	interests
	

	Balances at June 30, 2021
	226,925
	
	$
	45.4
	
	$
	673.7
	
	$ 7,202.6
	
	$
	(28.7)
	
	$
	7,893.0
	
	$
	880.4
	

	Net income (loss)
	—
	
	—
	
	—
	777.2
	
	
	—
	
	777.2
	
	
	(19.8)
	

	Other comprehensive loss, net of tax
	—
	
	—
	
	—
	—
	
	(.7)
	
	
	(.7)
	
	
	(12.2)
	

	Dividends declared ($1.08 per share)
	—
	
	—
	
	—
	(250.7)
	
	
	—
	
	(250.7)
	
	
	—
	

	Shares issued upon option exercises
	321
	
	
	—
	
	9.0
	
	—
	
	—
	
	9.0
	
	
	—
	

	Net shares issued upon vesting of restricted stock units
	5
	
	
	—
	
	(.5)
	
	—
	
	—
	
	(.5)
	
	
	—
	

	Stock-based compensation expense
	—
	
	—
	
	52.3
	
	—
	
	—
	
	52.3
	
	
	—
	

	Restricted stock units issued as dividend equivalents
	—
	
	—
	
	.4
	
	(.2)
	
	
	—
	
	.2
	
	
	—
	

	Common shares repurchased
	(1,034)
	
	
	(.2)
	
	
	(80.3)
	
	(137.2)
	
	
	—
	
	(217.7)
	
	
	—
	

	Net redemptions from T. Rowe Price investment products
	—
	
	—
	
	—
	—
	
	—
	
	—
	
	(292.8)
	

	Net consolidations of T. Rowe Price investment products
	—
	
	—
	
	—
	—
	
	—
	
	—
	
	531.0
	

	Balances at September 30, 2021
	226,217
	
	$
	45.2
	
	$
	654.6
	
	$ 7,591.7
	
	$
	(29.4)
	
	$
	8,262.1
	
	$
	1,086.6
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) Accumulated other comprehensive income

The accompanying notes are an integral part of these statements.
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	Nine months ended 9/30/2022
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Total
	
	Non-
	
	
	
	
	
	

	
	
	
	
	
	
	Additional
	
	
	
	
	
	
	stockholders’
	
	
	
	
	
	Redeemable
	

	
	Common
	
	
	
	
	
	
	
	
	
	
	
	equity
	controlling
	
	Total
	
	
	

	
	
	
	Common
	
	capital in
	
	Retained
	
	
	
	attributable to
	interests in
	
	
	
	
	non-
	

	
	shares
	
	
	
	excess of
	
	
	
	AOCI(1)
	T. Rowe Price
	consolidated
	stockholders’
	
	controlling
	

	
	outstanding
	
	stock
	
	par value
	
	earnings
	
	
	
	Group, Inc.
	
	entities
	
	equity
	
	
	interests
	

	Balances at December 31, 2021
	229,175
	
	$
	45.8
	
	$
	919.8
	
	$
	8,083.6
	
	$
	(26.5)
	
	$
	9,022.7
	
	$
	248.7
	
	$
	9,271.4
	
	$
	982.3
	

	Net income (loss)
	—
	
	—
	
	—
	
	1,291.9
	
	
	—
	
	1,291.9
	
	
	(33.3)
	
	
	1,258.6
	
	
	(131.9)
	

	Other comprehensive loss, net of tax
	—
	
	—
	
	—
	
	—
	
	(30.0)
	
	
	(30.0)
	
	
	—
	
	(30.0)
	
	
	(44.6)
	

	Dividends declared ($3.60 per share)
	—
	
	—
	
	—
	
	(832.7)
	
	
	—
	
	(832.7)
	
	
	—
	
	(832.7)
	
	
	—
	

	Shares issued upon option exercises
	372
	
	
	.1
	
	
	17.7
	
	
	—
	
	—
	
	17.8
	
	
	—
	
	17.8
	
	
	—
	

	Net shares issued upon vesting of restricted
	72
	
	
	—
	
	(3.9)
	
	
	—
	
	—
	
	(3.9)
	
	
	—
	
	(3.9)
	
	
	—
	

	stock units
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation expense
	—
	
	—
	
	185.7
	
	
	—
	
	—
	
	185.7
	
	
	—
	
	185.7
	
	
	—
	

	Restricted stock units issued as dividend
	9
	
	
	—
	
	.2
	
	
	(.2)
	
	
	—
	
	—
	
	—
	
	—
	
	
	—
	

	equivalents
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Common shares repurchased
	(5,708)
	
	
	(1.1)
	
	
	(620.2)
	
	
	(122.7)
	
	
	—
	
	(744.0)
	
	
	—
	
	(744.0)
	
	
	—
	

	Net distributions to non-controlling interests
	—
	
	—
	
	—
	
	—
	
	—
	
	—
	
	(8.4)
	
	
	(8.4)
	
	
	—
	

	in consolidated entities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net redemptions from T. Rowe Price
	—
	
	—
	
	—
	
	—
	
	—
	
	—
	
	—
	
	—
	
	
	(49.6)
	

	investment products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net deconsolidations of T. Rowe Price
	—
	
	—
	
	—
	
	—
	
	—
	
	—
	
	—
	
	—
	
	
	(175.4)
	

	investment products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balances at September 30, 2022
	223,920
	
	$
	44.8
	
	$
	499.3
	
	$
	8,419.9
	
	$
	(56.5)
	
	$
	8,907.5
	
	$
	207.0
	
	$
	9,114.5
	$ —
	$
	580.8
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	Nine months ended 9/30/2021
	
	
	
	
	
	

	
	
	
	
	
	
	
	Common
	
	
	
	Additional
	
	
	
	
	
	
	
	Total
	
	Redeemable
	

	
	
	
	
	
	
	
	
	
	Common
	
	capital in
	
	Retained
	
	
	
	
	
	
	
	non-
	

	
	
	
	
	
	
	
	shares
	
	
	excess of
	
	
	
	AOCI(1)
	stockholders’
	
	controlling
	

	
	
	
	
	
	
	outstanding
	
	stock
	
	par value
	
	earnings
	
	
	
	equity
	
	
	interests
	

	Balances at December 31, 2020
	
	
	
	
	
	
	227,965
	
	$
	45.6
	
	$
	654.6
	
	$
	7,029.8
	
	$
	(23.0)
	
	$
	7,707.0
	
	$
	1,561.7
	

	Net income
	
	
	
	
	
	
	—
	
	—
	
	—
	
	2,342.3
	
	
	—
	
	2,342.3
	
	
	22.6
	

	Other comprehensive loss, net of tax
	
	
	
	
	
	
	—
	
	—
	
	—
	
	—
	
	(6.4)
	
	
	(6.4)
	
	
	(20.2)
	

	Dividends declared ($3.24 per share)
	
	
	
	
	
	
	—
	
	—
	
	—
	
	(754.8)
	
	
	—
	
	(754.8)
	
	
	—
	

	Special cash dividend declared ($3.00 per share)
	
	
	
	
	—
	
	—
	
	—
	
	(699.5)
	
	
	—
	
	(699.5)
	
	
	—
	

	Shares issued upon option exercises
	
	
	
	
	
	
	1,083
	
	
	.2
	
	
	38.6
	
	
	—
	
	—
	
	38.8
	
	
	—
	

	Restricted shares issued, net of shares withheld for taxes
	
	
	
	
	4
	
	
	—
	
	—
	
	—
	
	—
	
	—
	
	
	—
	

	Net shares issued upon vesting of restricted stock units
	
	
	
	
	54
	
	
	—
	
	(4.8)
	
	
	—
	
	—
	
	(4.8)
	
	
	—
	

	Stock-based compensation expense
	
	
	
	
	
	
	—
	
	—
	
	166.2
	
	
	—
	
	—
	
	166.2
	
	
	—
	

	Restricted stock units issued as dividend equivalents
	
	
	
	
	—
	
	—
	
	.6
	
	
	(.7)
	
	
	—
	
	(.1)
	
	
	—
	

	Common shares repurchased
	
	
	
	
	
	
	(2,889)
	
	
	(.6)
	
	
	(200.6)
	
	
	(325.4)
	
	
	—
	
	(526.6)
	
	
	—
	

	Net subscriptions into T. Rowe Price investment products
	
	
	
	
	—
	
	—
	
	—
	
	—
	
	—
	
	—
	
	
	6.1
	

	Net deconsolidations of T. Rowe Price investment products
	
	
	
	
	—
	
	—
	
	—
	
	—
	
	—
	
	—
	
	
	(483.6)
	

	Balances at September 30, 2021
	
	
	
	
	
	
	226,217
	
	$
	45.2
	
	$
	654.6
	
	$
	7,591.7
	
	$
	(29.4)
	
	$
	8,262.1
	
	$
	1,086.6
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) Accumulated other comprehensive income

The accompanying notes are an integral part of these statements.
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 – THE COMPANY AND BASIS OF PREPARATION.

T. Rowe Price Group, Inc. (“T. Rowe Price”, “us”, or “we”) derives its consolidated revenues and net income primarily from investment advisory services that its subsidiaries provide to individual and institutional investors in the T. Rowe Price U.S. mutual funds (“U.S. mutual funds”), subadvised funds, separately managed accounts, collective investment trusts, and other

affiliated products. The other affiliated products include: open-ended investment products offered to investors outside the U.S., products offered through variable annuity life insurance plans in the U.S., affiliated private investment funds, and collateralized loan obligations. We also provide certain investment advisory clients with related administrative services, including distribution, mutual fund transfer agent, accounting, and shareholder services; participant recordkeeping and transfer agent services for defined contribution retirement plans; brokerage; trust services; and non-discretionary advisory services through model delivery. Additionally, we also derive revenue from our interests in general partners of certain affiliated private investment funds that are entitled to a disproportionate allocation of income through capital allocation-based arrangements.

Investment advisory revenues depend largely on the total value and composition of assets under our management. Accordingly, fluctuations in financial markets and in the composition of assets under management impact our revenues and results of operations.

On December 29, 2021, we completed our acquisition of Oak Hill Advisors, L.P., a leading alternative credit manager, and other entities that had common ownership (collectively, OHA). We acquired 100% of the equity interests of Oak Hill Advisors, L.P., 100% of the equity interests in entities that make co-investments in certain affiliated private investment funds (the "co -investment entities") and a majority of the equity interests in entities that have interests in general partners of affiliated private investment funds and are entitled to a disproportionate allocation of income (the "carried interest entities"). As of September 30, 2022, OHA had $56 billion of capital under management (which includes net asset value, portfolio value and/or unfunded capital).

BASIS OF PRESENTATION.

These unaudited condensed consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United States. These principles require the use of estimates and reflect all adjustments that are, in the opinion of management, necessary for a fair statement of our results for the interim periods presented. All such adjustments are of a normal recurring nature. Actual results may vary from our estimates.

The unaudited interim financial information contained in these unaudited condensed consolidated financial statements should be read in conjunction with the consolidated financial statements contained in our 2021 Annual Report.

U.S. INFLATION REDUCTION LEGISLATION.

On August 16, 2022, the U.S. enacted the Inflation Reduction Act of 2022 ("IRA"). The IRA establishes new tax provisions and various incentives and tax credits. Among other things, the IRA created a 15% minimum tax on adjusted book income effective for taxable years beginning after December 31, 2022 as well as an excise tax of 1% on stock repurchases, net of stock issuances, for publicly traded companies effective for net stock repurchases made after December 31, 2022. We are currently assessing what impact, if any, the IRA’s provisions will have on our financial position and results of operations, but we do not believe the impact will be material.

NEWLY ISSUED BUT NOT YET ADOPTED ACCOUNTING GUIDANCE.

We have considered all newly issued accounting guidance that is applicable to our operations and the preparation of our unaudited condensed consolidated statements, including those we have not yet adopted. We do not believe that any such guidance has or will have a material effect on our financial position or results of operations.
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NOTE 2 – INFORMATION ABOUT RECEIVABLES, REVENUES, AND SERVICES.

Revenues earned under agreements with clients include:

	
	
	
	
	
	Three months ended 9/30/2022
	
	
	
	
	
	
	
	Three months ended 9/30/2021
	
	
	

	
	
	
	
	
	Administrative, distribution, and
	
	
	
	
	
	
	
	
	
	
	Administrative, distribution, and
	
	
	

	
	
	
	
	
	servicing fees
	
	
	
	
	
	
	
	
	
	
	
	servicing fees
	
	
	
	

	
	
	
	
	
	
	
	
	Distribution
	
	Capital
	
	
	
	
	
	
	
	
	
	
	Distribution
	
	
	

	
	
	Investment
	
	Administrative
	
	
	
	allocation-
	
	
	
	
	Investment
	
	
	
	
	
	
	
	

	(in millions)
	
	
	
	
	and servicing
	
	based
	Net revenues
	
	
	Administrative fees
	and servicing
	Net revenues
	

	
	advisory fees
	
	fees
	
	fees
	
	income
	
	advisory fees
	
	
	fees
	
	

	U.S. mutual funds
	$
	841.7
	
	$
	86.5
	
	$
	22.0
	
	$
	—
	
	$
	950.2
	
	$
	1,125.5
	
	$
	82.6
	
	$
	30.9
	
	$
	1,239.0
	

	Subadvised funds,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	separate accounts,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	collective
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment trusts,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	and other
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment
	
	600.3
	
	
	5.0
	
	
	—
	
	1.1
	
	
	606.4
	
	
	687.9
	
	
	—
	
	—
	
	687.9
	

	products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other clients(1)
	
	—
	
	31.6
	
	
	—
	
	—
	
	31.6
	
	
	—
	
	27.2
	
	
	—
	
	27.2
	

	
	$
	1,442.0
	
	$
	123.1
	
	$
	22.0
	
	$
	1.1
	
	$
	1,588.2
	
	$
	1,813.4
	
	$
	109.8
	
	$
	30.9
	
	$
	1,954.1
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Nine months ended 9/30/2022
	
	
	
	
	
	
	
	
	
	Nine months ended 9/30/2021
	
	
	

	
	
	
	
	
	Administrative, distribution, and
	
	
	
	
	
	
	
	
	
	
	Administrative, distribution, and
	
	
	

	
	
	
	
	
	servicing fees
	
	
	
	
	
	
	
	
	
	
	
	servicing fees
	
	
	
	

	
	
	
	
	
	
	
	
	Distribution
	
	Capital
	
	
	
	
	
	
	
	
	
	
	Distribution
	
	
	

	
	
	Investment
	
	Administrative
	
	
	
	allocation-
	
	
	
	
	Investment
	
	
	
	
	
	
	
	

	(in millions)
	
	
	
	
	and servicing
	
	based
	Net revenues
	
	
	Administrative fees
	and servicing
	Net revenues
	

	
	advisory fees
	
	fees
	
	fees
	
	income
	
	advisory fees
	
	
	fees
	
	

	U.S. mutual funds
	$
	2,694.4
	
	$
	265.1
	
	$
	71.5
	
	$
	—
	
	$
	3,031.0
	
	$
	3,273.2
	
	$
	243.1
	
	$
	90.0
	
	$
	3,606.3
	

	Subadvised funds,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	separate accounts,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	collective
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment trusts,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	and other
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment
	
	1,906.4
	
	
	12.5
	
	
	—
	
	(80.8)
	
	
	1,838.1
	
	
	2,015.2
	
	
	—
	
	—
	
	2,015.2
	

	products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other clients(1)
	
	—
	
	95.1
	
	
	—
	
	—
	
	95.1
	
	
	—
	
	88.7
	
	
	—
	
	88.7
	

	
	$
	4,600.8
	
	$
	372.7
	
	$
	71.5
	
	$
	(80.8)
	
	$
	4,964.2
	
	$
	5,288.4
	
	$
	331.8
	
	$
	90.0
	
	$
	5,710.2
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) Other clients primarily include individuals, defined contribution plans, college savings plans, and institutions related to our non-discretionary advisory services.

Total net revenues earned from our related parties aggregate $1,311.2 million and $1,599.5 million for the three months ended September 30, 2022 and 2021, respectively. For the nine months ended September 30, 2022 and 2021, net revenues from related parties aggregate $4,069.7 million and $ 4,653.7 million, respectively. Accounts receivable from these products aggregate to $490.2 million at September 30, 2022 and $577.9 million at December 31, 2021.
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The following table details the investment advisory revenues earned from clients by their underlying asset class.

	
	
	Three months ended
	
	Nine months ended

	(in millions)
	
	9/30/2022
	
	
	9/30/2021
	
	
	9/30/2022
	
	
	9/30/2021

	U.S. mutual funds
	
	
	
	
	
	
	
	
	
	
	

	Equity
	$
	580.1
	
	$
	813.0
	
	$
	1,876.5
	
	$
	2,310.8

	Fixed income, including money market
	
	66.2
	
	
	64.8
	
	
	198.9
	
	
	183.7

	Multi-asset
	
	195.4
	
	
	247.7
	
	
	619.0
	
	
	778.7

	
	
	841.7
	
	
	1,125.5
	
	
	2,694.4
	
	
	3,273.2

	Subadvised funds, separate accounts, collective investment trusts, and other
	
	
	
	
	
	
	
	
	
	
	

	investment products
	
	
	
	
	
	
	
	
	
	
	

	Equity
	
	316.9
	
	
	458.8
	
	
	1,047.5
	
	
	1,329.0

	Fixed income, including money market
	
	41.4
	
	
	41.3
	
	
	125.2
	
	
	119.6

	Multi-asset
	
	171.8
	
	
	187.8
	
	
	530.3
	
	
	566.6

	Alternatives
	
	70.2
	
	
	—
	
	203.4
	
	
	—

	
	
	600.3
	
	
	687.9
	
	
	1,906.4
	
	
	2,015.2

	Total
	$
	1,442.0
	
	$
	1,813.4
	
	$
	4,600.8
	
	$
	5,288.4

	
	
	
	
	
	
	
	
	
	
	
	



The following table summarizes the assets under management on which we earn investment advisory revenues.

	
	
	
	
	
	Average during
	
	
	
	
	
	
	
	

	
	
	Three months ended
	
	Nine months ended
	
	As of
	

	(in billions)
	
	9/30/2022
	
	
	9/30/2021
	
	
	9/30/2022
	
	
	9/30/2021
	
	
	9/30/2022
	
	
	12/31/2021

	U.S. mutual funds
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity
	$
	405.8
	
	$
	559.8
	
	$
	441.0
	
	$
	534.0
	
	$
	365.2
	
	$
	553.9

	Fixed income, including money market
	
	79.4
	
	
	88.4
	
	
	82.7
	
	
	85.6
	
	
	74.5
	
	
	85.3

	Multi-asset
	
	192.4
	
	
	232.8
	
	
	204.8
	
	
	228.5
	
	
	174.8
	
	
	232.2

	
	
	677.6
	
	
	881.0
	
	
	728.5
	
	
	848.1
	
	
	614.5
	
	
	871.4

	Subadvised funds, separate accounts, collective
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment trusts, and other investment products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity
	
	319.1
	
	
	445.7
	
	
	352.0
	
	
	427.3
	
	
	282.6
	
	
	438.8

	Fixed income, including money market
	
	93.6
	
	
	94.3
	
	
	92.4
	
	
	92.1
	
	
	90.9
	
	
	90.4

	Multi-asset
	
	214.3
	
	
	227.7
	
	
	221.8
	
	
	213.8
	
	
	199.3
	
	
	245.5

	Alternatives
	
	42.9
	
	
	—
	
	42.4
	
	
	—
	
	42.7
	
	
	41.7

	
	
	669.9
	
	
	767.7
	
	
	708.6
	
	
	733.2
	
	
	615.5
	
	
	816.4

	Total
	$
	1,347.5
	
	$
	1,648.7
	
	$
	1,437.1
	
	$
	1,581.3
	
	$
	1,230.0
	
	$
	1,687.8

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Investors that we serve are primarily domiciled in the U.S.; investment advisory clients outside the U.S. account for 9.0%, 9.4%, and 9.9% of our assets under management at September 30, 2022, June 30, 2022, and December 31, 2021, respectively.
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NOTE 3 – INVESTMENTS.

The carrying values of our investments that are not part of the consolidated T. Rowe Price investment products are as follows:

	(in millions)
	
	9/30/2022
	
	
	12/31/2021

	Investments held at fair value
	
	
	
	
	

	T. Rowe Price investment products
	
	
	
	
	

	Discretionary investments
	$
	241.4
	
	$
	518.7

	Seed capital
	
	177.1
	
	
	264.8

	Supplemental savings plan liability economic hedges
	
	669.5
	
	
	881.5

	Investment partnerships and other investments
	
	91.8
	
	
	108.9

	Investments in affiliated collateralized loan obligations
	
	6.4
	
	
	10.8

	Equity method investments
	
	
	
	
	

	T. Rowe Price investment products
	
	
	
	
	

	Discretionary investments
	
	192.5
	
	
	—

	Seed capital
	
	154.9
	
	
	141.7

	Investments in affiliated private investment funds - carried interest
	
	508.3
	
	
	609.8

	Investments in affiliated private investment funds - seed/co-investment
	
	168.1
	
	
	151.3

	23% Investment in UTI Asset Management Company Limited (India)
	
	165.6
	
	
	165.4

	Other investment partnerships and investments
	
	2.4
	
	
	2.5

	Held to maturity
	
	
	
	
	

	Investments in affiliated collateralized loan obligations
	
	100.2
	
	
	119.1

	Certificates of deposit
	
	1.0
	
	
	—

	U.S. Treasury note
	
	1.0
	
	
	1.0

	Total
	$
	2,480.2
	
	$
	2,975.5

	
	
	
	
	
	



The investment partnerships are carried at fair value using net asset value (“NAV”) per share as a practical expedient. Our interests in these partnerships are generally not redeemable and are subject to significant transferability restrictions. The underlying investments of these partnerships have contractual terms through 2029, though we may receive distributions of liquidating assets over a longer term. The investment strategies of these partnerships include growth equity, buyout, venture capital, and real estate.

During the three- and nine- months ended September 30, 2022, net losses on investments included $35.3 million and $258.7 million, respectively, of net unrealized losses related to investments held at fair value that were still held at September 30, 2022. During the three months ended September 30, 2021, net losses on investments included $4.6 million of net unrealized losses related to investments held at fair value that were still held at September 30, 2021. During the nine months ended September 30, 2021, net gains on investments included $83.7 million of net unrealized gains related to investments held at fair value that were still held at September 30, 2021.

During the nine months ended September 30, 2022 and 2021, certain T. Rowe Price investment products in which we provided initial seed capital at the time of formation were deconsolidated, as we no longer had a controlling interest. Depending on our ownership interest, we are now reporting our residual interests in these T. Rowe Price investment products as either an equity method investment or an investment held at fair value. Additionally, during the nine months ended September 30, 2022 and September 30, 2021, certain T. Rowe Price investment products were consolidated, as we regained a controlling interest. The net impact of these changes on our unaudited condensed consolidated balance sheets and statements of income as of the dates the portfolios were deconsolidated or reconsolidated is detailed below.
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	Three months ended
	
	Nine months ended
	

	(in millions)
	
	9/30/2022
	
	
	9/30/2021
	
	
	9/30/2022
	
	
	9/30/2021
	

	Net increase (decrease) in assets of consolidated T. Rowe Price
	$
	24.2
	
	$
	589.7
	
	$
	(289.6)
	
	$
	(727.6)
	

	investment products
	
	
	
	
	
	
	
	
	
	
	
	

	Net increase (decrease) in liabilities of consolidated T. Rowe Price
	$
	—
	$
	7.1
	
	$
	(15.0)
	
	$
	(17.1)
	

	investment products
	
	
	
	
	
	
	
	
	
	
	

	Net increase (decrease) in redeemable non-controlling interests
	$
	42.9
	
	$
	531.0
	
	$
	(175.2)
	
	$
	(483.6)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Gains recognized upon deconsolidation
	$
	—
	$
	—
	$
	6.8
	
	$
	2.6
	



The gains recognized upon deconsolidation were the result of reclassifying currency translation adjustments accumulated on certain T. Rowe Price investment products with non-USD functional currencies from accumulated other comprehensive income to non-operating income.

INVESTMENTS IN AFFILIATED COLLATERALIZED LOAN OBLIGATIONS.

There is debt associated with our long-term investments in affiliated collateralized loan obligations (“CLOs”). As of September 30, 2022 and December 31, 2021, the debt is carried at $94.6 million and $ 113.5 million, and is reported in accounts payable and accrued expenses in our unaudited condensed consolidated balance sheets. The debt includes outstanding repurchase agreements of € 66.8 million (equivalent to $65.4 million at September 30, 2022 and $75.9 million at December 31, 2021 at the respective EUR spot rates) and collateralized by the CLO investments. The debt also includes outstanding note facilities of €35.6 million (equivalent to $ 29.2 million at September 30, 2022 and $36.9 million at December 31, 2021 at the respective EUR spot rates) and are collateralized by first priority security interests in the assets of the consolidated OHA entity that is party to the notes. The debt bears interest at rates based on EURIBOR plus the initial margin, which equals all-in rates ranging from 1.75% to 2.00% as of September 30, 2022. The debt matures on various dates through 2032 or if the investments are paid back in full or cancelled.

VARIABLE INTEREST ENTITIES.

Our investments at September 30, 2022 and December 31, 2021 include interests in variable interest entities that we do not consolidate as we are not deemed the primary beneficiary. Our maximum risk of loss related to our involvement with these entities is as follows:

	(in millions)
	
	9/30/2022
	
	
	12/31/2021

	Investment carrying values
	$
	804.0
	
	$
	943.3

	Unfunded capital commitments
	
	87.9
	
	
	94.2

	Accounts receivable
	
	86.7
	
	
	145.1

	
	$
	978.6
	
	$
	1,182.6

	
	
	
	
	
	



The unfunded capital commitments totaling $87.9 million at September 30, 2022 and $94.2 million at December 31, 2021 relate primarily to the affiliated private investment funds and the investment partnerships in which we have an existing investment. In addition to such amounts, a percentage of prior distributions may be called under certain circumstances.

INVESTMENTS IN AFFILIATED PARTNERS.

During 2021, as part of the OHA acquisition, we acquired a majority of the equity interests in entities that have interests in general partners of affiliated private investment funds and are entitled to a disproportionate allocation of income. These entities are considered variable interest entities and are consolidated as T. Rowe Price was determined to be the primary beneficiary.
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The total assets, liabilities and non-controlling interests of these consolidated variable interest entities are as follows:

	(in millions)
	9/30/2022
	
	
	
	12/31/2021

	Assets
	$
	550.4
	
	$
	692.7

	
	
	
	
	
	

	Liabilities
	$
	1.1
	
	$
	56.4

	
	
	
	
	
	

	Non-controlling interest
	$
	207.0
	
	$
	248.7

	
	
	
	
	
	



NOTE 4 – FAIR VALUE MEASUREMENTS.

We determine the fair value of our cash equivalents and investments held at fair value using the following broad levels of inputs as defined by related accounting standards:

Level 1 – quoted prices in active markets for identical securities.

Level 2 – observable inputs other than Level 1 quoted prices including, but not limited to, quoted prices for similar securities, interest rates, prepayment speeds, and credit risk. These inputs are based on market data obtained from independent sources.

Level 3 – unobservable inputs reflecting our own assumptions based on the best information available. The inputs into the determination of fair value require significant management judgment or estimation. Investments in this category generally include investments for which there is not an actively-traded market.

These levels are not necessarily an indication of the risk or liquidity associated with our investments. The following table summarizes our investments and liabilities that are recognized in our unaudited condensed consolidated balance sheets using fair value measurements determined based on the differing levels of inputs. This table excludes investments held by the consolidated T. Rowe Price investment products which are presented separately on our unaudited condensed consolidated balance sheets and are detailed in Note 5.

	
	
	
	
	
	9/30/2022
	
	
	
	
	
	
	
	
	12/31/2021
	
	
	

	(in millions)
	
	Level 1
	
	Level 2
	
	Level 3
	
	Level 1
	
	Level 2
	
	Level 3

	T. Rowe Price investment products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash equivalents held in money market funds
	
	1,917.3
	
	$
	—
	$
	—
	$
	1,183.9
	
	$
	—
	$
	—

	Discretionary investments
	
	241.4
	
	
	—
	
	—
	
	518.7
	
	
	—
	
	—

	Seed capital
	
	147.1
	
	
	30.0
	
	
	—
	
	241.4
	
	
	23.4
	
	
	—

	Supplemental savings plan liability economic hedges
	
	669.5
	
	
	—
	
	—
	
	881.5
	
	
	—
	
	—

	Other investments
	
	.7
	
	
	.1
	
	
	—
	
	.7
	
	
	.1
	
	
	—

	Investments in affiliated collateralized loan obligations
	
	—
	
	6.4
	
	
	—
	
	—
	
	10.8
	
	
	—

	Total
	$
	2,976.0
	
	$
	36.5
	
	$
	—
	
	$
	2,826.2
	
	$
	34.3
	
	$
	—

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Contingent consideration liability
	$
	—
	$
	—
	$
	131.3
	
	$
	—
	$
	—
	$
	306.3

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The fair value hierarchy level table above does not include the investment partnerships and other investments for which fair value is estimated using their NAV per share as a practical expedient. The carrying value of these investments as disclosed in Note 3 were $91.0 million at September 30, 2022, and $108.1 million at December 31, 2021.

As part of the purchase consideration for our acquisition of OHA in December 2021, there was contingent consideration in the amount of up to $900.0 million, payable in cash, that may be due as part of an earnout payment starting in 2025 and ending in 2027 upon satisfying or exceeding certain defined revenue targets. These defined revenue targets will be evaluated on a cumulative basis beginning at the end of 2024, with the ability to extend two additional years if the defined revenue targets are not achieved. About 22% of the earnout is conditioned upon continued service with T. Rowe Price and was excluded from the purchase consideration and deemed compensatory. The fair value of the earnout deemed compensatory is remeasured each reporting period and recognized over the related service period. For the three- and nine- months ended September 30, 2022, $2.9 million
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and $11.7 million, respectively, was recorded as part of compensation expense in our unaudited condensed consolidated statements of income for the portion of the earnout deemed compensatory.

The change in the contingent consideration liability measured at fair value for which we used Level 3 inputs to determine fair value is as follows:
[image: ]



(in millions)

Balance at beginning of period

Measurement period adjustment

Unrealized (gains) losses, included in earnings

Balance, September 30, 2022



Contingent Consideration Liability

	
	Three months ended 9/30/2022
	
	Nine months ended 9/30/2022

	$
	161.2
	$
	306.3

	
	—
	
	(49.3)

	
	(29.9)
	
	(125.7)

	$
	131.3
	$
	131.3

	
	
	
	


[image: ][image: ]



The fair value of the contingent consideration is measured using the Monte Carlo simulation methodology of valuation. The most significant assumptions used relate to the discount rates and from changes pertaining to the achievement of the defined financial targets. The unrealized (gains) losses during the quarter are reflected in general, administrative and other expenses in our unaudited condensed consolidated statements of income.

In addition, simultaneously with the OHA acquisition, a Value Creation Agreement was entered into whereby certain employees of OHA will receive incentive payments in the aggregate equal to 10% of the appreciated value of the OHA business, subject to an annualized preferred return to T. Rowe Price, on the fifth anniversary of the acquisition date. This arrangement is treated as a post-combination compensation expense. This arrangement will be remeasured at fair value at each reporting date and recognized over the related service period. For the three- and nine- months ended September 30, 2022, $2.4 million and $7.1 million was recognized as part of compensation expense in our unaudited condensed consolidated statements of income.

NOTE 5 – CONSOLIDATED T. ROWE PRICE INVESTMENT PRODUCTS AND OTHER ENTITIES.

The T. Rowe Price investment products that we consolidate in our unaudited condensed consolidated financial statements are generally those products we provided initial seed capital at the time of their formation and have a controlling interest. Our U.S. mutual funds are considered voting interest entities, while those regulated outside the U.S. are considered variable interest entities.

The following table details the net assets of the consolidated T. Rowe Price investment products:

	
	
	
	
	
	9/30/2022
	
	
	
	
	
	
	
	
	12/31/2021
	
	
	
	

	
	
	Voting
	
	Variable
	
	
	
	
	Voting
	
	Variable
	
	
	

	(in millions)
	
	interest
	
	interest
	
	Total
	
	interest
	
	interest
	
	Total
	

	
	
	entities
	
	entities
	
	
	
	entities
	
	entities
	
	
	

	Cash and cash equivalents(1)
	$
	.2
	
	$
	77.9
	
	$
	78.1
	
	$
	7.3
	
	$
	93.8
	
	$
	101.1
	

	Investments(2)
	
	48.5
	
	
	1,124.9
	
	
	1,173.4
	
	
	188.9
	
	
	1,645.0
	
	
	1,833.9
	

	Other assets
	
	.8
	
	
	32.0
	
	
	32.8
	
	
	5.1
	
	
	22.7
	
	
	27.8
	

	Total assets
	
	49.5
	
	
	1,234.8
	
	
	1,284.3
	
	
	201.3
	
	
	1,761.5
	
	
	1,962.8
	

	Liabilities
	
	5.9
	
	
	41.6
	
	
	47.5
	
	
	15.3
	
	
	36.2
	
	
	51.5
	

	Net assets
	$
	43.6
	
	$
	1,193.2
	
	$
	1,236.8
	
	$
	186.0
	
	$
	1,725.3
	
	$
	1,911.3
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Attributable to T. Rowe Price
	$
	29.3
	
	$
	626.7
	
	$
	656.0
	
	$
	125.3
	
	$
	803.7
	
	$
	929.0
	

	Attributable to redeemable non-controlling interests
	
	14.3
	
	
	566.5
	
	
	580.8
	
	
	60.7
	
	
	921.6
	
	
	982.3
	

	
	$
	43.6
	
	$
	1,193.2
	
	$
	1,236.8
	
	$
	186.0
	
	$
	1,725.3
	
	$
	1,911.3
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) Cash and cash equivalents includes $.1 million at September 30, 2022, and $6.5 million at December 31, 2021, of T. Rowe Price money market mutual funds.

(2) Investments include $8.6 million at September 30, 2022, and $42.5 million at December 31, 2021 of other T. Rowe Price investment products.
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Although we can redeem our net interest in these consolidated T. Rowe Price investment products at any time, we cannot directly access or sell the assets held by these products to obtain cash for general operations. Additionally, the assets of these investment products are not available to our general creditors.

Since third party investors in these investment products have no recourse to our credit, our overall risk related to the net assets of consolidated T. Rowe Price investment products is limited to valuation changes associated with our net interest. We, however, are required to recognize the valuation changes associated with all underlying investments held by these products in our unaudited condensed consolidated statements of income and disclose the portion attributable to third party investors as net income attributable to redeemable non-controlling interests.

The operating results of the consolidated T. Rowe Price investment products for the three- and nine-months ended September 30, 2022 and 2021, are reflected in our unaudited condensed consolidated statements of income as follows:

	
	
	
	
	
	
	
	
	
	
	
	Three months ended
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	9/30/2022
	
	
	
	
	
	
	
	
	
	
	
	
	9/30/2021
	
	
	
	
	
	
	

	
	
	Voting interest
	
	
	
	Variable
	
	
	
	
	
	
	Voting interest
	
	
	
	Variable
	
	
	
	
	
	

	(in millions)
	
	
	
	
	interest
	
	
	
	Total
	
	
	
	
	
	
	interest
	
	
	
	Total
	

	
	
	entities
	
	
	
	entities
	
	
	
	
	
	
	
	entities
	
	
	
	entities
	
	
	
	
	

	Operating expenses reflected in net operating income
	$
	—
	
	
	$
	(1.8)
	
	
	$
	(1.8)
	
	
	$
	(.1)
	
	
	
	$
	(2.7)
	
	
	
	$
	(2.8)
	
	

	Net investment income (loss) reflected in non-
	
	(1.8)
	
	
	
	(40.0)
	
	
	
	(41.8)
	
	
	
	.7
	
	
	
	
	(17.8)
	
	
	
	
	(17.1)
	
	

	operating income (loss)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Impact on income before taxes
	$
	(1.8)
	
	
	$
	(41.8)
	
	
	$
	(43.6)
	
	
	$
	.6
	
	
	
	$
	(20.5)
	
	
	
	$
	(19.9)
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net income (loss) attributable to T. Rowe Price
	$
	(1.1)
	$
	(15.9)
	$
	(17.0)
	$
	.5
	
	$
	(.6)
	
	$
	(.1)
	
	

	Net income (loss) attributable to redeemable non-
	
	(.7)
	
	
	
	(25.9)
	
	
	
	(26.6)
	
	
	
	.1
	
	
	
	
	(19.9)
	
	
	
	
	(19.8)
	
	

	controlling interests
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	$
	(1.8)
	
	
	$
	(41.8)
	
	
	$
	(43.6)
	
	
	$
	.6
	
	
	
	$
	(20.5)
	
	
	
	$
	(19.9)
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Nine months ended
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	9/30/2022
	
	
	
	
	
	
	
	
	
	
	
	
	9/30/2021
	
	
	
	
	
	
	

	
	
	
	Voting
	
	
	
	Variable
	
	
	
	
	
	
	
	Voting
	
	
	
	Variable
	
	
	
	
	
	

	
	(in millions)
	
	interest
	
	
	
	interest
	
	
	
	Total
	
	
	
	interest
	
	
	
	interest
	
	
	
	Total
	
	

	
	
	
	entities
	
	
	
	entities
	
	
	
	
	
	
	
	entities
	
	
	
	entities
	
	
	
	
	
	
	

	
	Operating expenses reflected in net operating
	$
	(.3)
	$
	(5.9)
	$
	(6.2)
	$
	(.4)
	
	$
	(8.7)
	
	$
	(9.1)
	
	

	
	income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Net investment income (loss) reflected in non-
	
	(16.5)
	
	
	
	(231.3)
	
	
	
	(247.8)
	
	
	
	14.1
	
	
	
	
	61.5
	
	
	
	
	75.6
	
	

	
	operating income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Impact on income before taxes
	$
	(16.8)
	
	$
	(237.2)
	
	$
	(254.0)
	
	$
	13.7
	
	$
	52.8
	
	
	$
	66.5
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Net income (loss) attributable to T. Rowe Price Group $
	(11.4)
	$
	(110.7)
	$
	(122.1)
	$
	8.8
	
	$
	35.1
	
	$
	43.9
	
	

	
	Net income (loss) attributable to redeemable non-
	
	(5.4)
	
	
	
	(126.5)
	
	
	
	(131.9)
	
	
	
	4.9
	
	
	
	
	17.7
	
	
	
	
	22.6
	
	

	
	controlling interests
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	$
	(16.8)
	
	$
	(237.2)
	
	$
	(254.0)
	
	$
	13.7
	
	$
	52.8
	
	
	$
	66.5
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The operating expenses of the consolidated investment products are reflected in general, administrative and other expenses. In preparing our unaudited condensed consolidated financial statements, we eliminated operating expenses of $.5 million and $1.6 million for the three months ended September 30, 2022 and 2021, respectively, against the investment advisory and administrative fees earned from these products. Operating expenses eliminated for the nine months ended September 30, 2022 and 2021, were $2.0 million and $4.0 million, respectively. The net investment income (loss) reflected in non-operating income (loss) includes dividend and interest income as well as realized and unrealized gains and losses on the underlying securities held by the consolidated T. Rowe Price investment products.
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The table below details the impact of these consolidated investment products on the individual lines of our unaudited condensed consolidated statements of cash flows for the nine months ended September 30, 2022 and 2021.

	
	
	
	
	
	
	
	
	Nine months ended
	
	
	
	
	
	

	
	
	
	
	
	9/30/2022
	
	
	
	
	
	
	
	
	9/30/2021
	
	
	
	

	
	
	Voting
	
	Variable
	
	
	
	
	Voting
	
	Variable
	
	
	

	(in millions)
	
	interest
	
	interest
	
	Total
	
	interest
	
	interest
	
	Total
	

	
	
	entities
	
	entities
	
	
	
	entities
	
	entities
	
	
	

	Net cash provided by (used in) operating activities
	$
	(17.7)
	
	$
	75.7
	
	$
	58.0
	
	$
	(109.1)
	
	$
	127.7
	
	$
	18.6
	

	Net cash used in investing activities
	
	(.1)
	
	
	(8.6)
	
	
	(8.7)
	
	
	(11.9)
	
	
	(3.7)
	
	
	(15.6)
	

	Net cash provided by (used in) financing activities
	
	10.7
	
	
	(94.8)
	
	
	(84.1)
	
	
	120.1
	
	
	(132.7)
	
	
	(12.6)
	

	Effect of exchange rate changes on cash and cash
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	equivalents of consolidated
	
	—
	
	11.8
	
	
	11.8
	
	
	—
	
	(3.6)
	
	
	(3.6)
	

	T. Rowe Price investment products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net change in cash and cash equivalents during period
	
	(7.1)
	
	
	(15.9)
	
	
	(23.0)
	
	
	(.9)
	
	
	(12.3)
	
	
	(13.2)
	

	Cash and cash equivalents at beginning of year
	
	7.3
	
	
	93.8
	
	
	101.1
	
	
	7.1
	
	
	97.7
	
	
	104.8
	

	Cash and cash equivalents at end of period
	$
	.2
	
	$
	77.9
	
	$
	78.1
	
	$
	6.2
	
	$
	85.4
	
	$
	91.6
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	




The net cash provided by financing activities during the nine months ended September 30, 2022 and 2021 includes $22.3 million and $35.3 million, respectively, of net subscriptions we made into the consolidated T. Rowe Price investment products, net of dividends received. These cash flows were eliminated in consolidation.

FAIR VALUE MEASUREMENTS.

We determine the fair value of investments held by consolidated T. Rowe Price investment products using the following broad levels of inputs as defined by related accounting standards:

Level 1 – quoted prices in active markets for identical securities.

Level 2 – observable inputs other than Level 1 quoted prices including, but not limited to, quoted prices for similar securities, interest rates, prepayment speeds, and credit risk. These inputs are based on market data obtained from independent sources.

Level 3 – unobservable inputs reflecting our own assumptions based on the best information available. The value of investments using Level 3 inputs is insignificant.

These levels are not necessarily an indication of the risk or liquidity associated with these investment holdings. The following table summarizes the investment holdings held by our consolidated T. Rowe Price investment products using fair value measurements determined based on the differing levels of inputs.

	
	
	9/30/2022
	
	
	
	12/31/2021
	

	(in millions)
	
	Level 1
	
	Level 2
	
	Level 1
	
	Level 2

	Assets
	
	
	
	
	
	
	
	
	
	
	

	Cash equivalents
	$
	.1
	
	$
	21.0
	
	$
	6.5
	
	$
	.7

	Equity securities
	
	129.4
	
	
	130.3
	
	
	247.8
	
	
	340.3

	Fixed income securities
	
	
	
	
	875.7
	
	
	—
	
	1,187.4

	Other investments
	
	9.8
	
	
	28.2
	
	
	5.7
	
	
	52.7

	
	$
	139.3
	
	$
	1,055.2
	
	$
	260.0
	
	$
	1,581.1

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Liabilities
	$
	(8.8)
	
	$
	(10.2)
	
	$
	(.7)
	
	$
	(9.7)
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NOTE 6 - GOODWILL AND INTANGIBLE ASSETS.

Goodwill and intangible assets consist of the following:

	(in millions)
	
	9/30/2022
	
	
	12/31/2021

	Goodwill
	$
	2,652.4
	
	$
	2,693.2

	Indefinite-lived intangible assets - trade name
	
	134.7
	
	
	134.7

	Indefinite-lived intangible assets - investment advisory agreements
	
	164.8
	
	
	164.8

	Definite-lived intangible assets - investment advisory agreements
	
	532.5
	
	
	613.9

	Total
	$
	3,484.4
	
	$
	3,606.6

	
	
	
	
	
	



Amortization expense for the definite-lived investment advisory agreements intangible assets was $27.1 million and $81.4 million for the three- and nine- months ended September 30, 2022, respectively. Estimated amortization expense for the definite-lived investment advisory agreements intangible assets for the remainder of 2022 is $27.1 million, $108.1 million for 2023, $105.6 million for 2024, $105.0 million for 2025, and $87.7 million for 2026.

Goodwill activity during the three- and nine- months ended September 30, 2022 was as follows:

	(in millions)
	Three months ended 9/30/2022
	
	Nine months ended 9/30/2022

	Balance at beginning of period
	$
	2,652.4
	
	$
	2,693.2

	Measurement period adjustment
	
	—
	
	(40.8)

	Balance, September 30, 2022
	$
	2,652.4
	
	$
	2,652.4

	
	
	
	
	
	



We evaluate the carrying amount of goodwill for possible impairment on an annual basis in the fourth quarter using a fair value approach or if triggering events occur that require us to evaluate for impairment earlier.

NOTE 7 – STOCKHOLDERS’ EQUITY.

Accounts payable and accrued expenses includes liabilities of $16.1 million at September 30, 2022 for common stock repurchases that settled during the first week of October 2022.

NOTE 8 – STOCK-BASED COMPENSATION.

STOCK OPTIONS.

The following table summarizes the status of, and changes in, our stock options during the nine months ended September 30, 2022.

	
	
	
	
	Weighted-
	

	
	
	
	
	average
	

	
	Options
	
	
	exercise
	

	
	
	
	
	price
	

	Outstanding at December 31, 2021
	2,846,579
	
	$
	72.87
	

	Exercised
	(463,232)
	$
	65.14
	

	Outstanding at September 30, 2022
	2,383,347
	$
	74.37
	

	Exercisable at September 30, 2022
	2,383,347
	$
	74.37
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RESTRICTED SHARES AND STOCK UNITS.

The following table summarizes the status of, and changes in, our nonvested restricted shares and restricted stock units during the nine months ended September 30, 2022.

	
	Restricted
	Restricted
	
	Weighted-average
	

	
	
	stock
	
	
	

	
	shares
	units
	
	
	fair value
	

	Nonvested at December 31, 2021
	5,720
	
	5,701,865
	
	$
	146.87
	

	Time-based grants
	8,715
	
	63,475
	$
	127.99
	

	Dividend equivalents granted to non-employee directors
	—
	2,897
	$
	121.67
	

	Vested
	(4,336)
	
	(97,003)
	$
	113.22
	

	Forfeited
	—
	(149,318)
	$
	143.31
	

	Nonvested at September 30, 2022
	10,099
	
	5,521,916
	$
	147.33
	

	
	
	
	
	
	
	
	



Nonvested at September 30, 2022, includes performance-based restricted stock units of 294,518. These nonvested performance-based restricted stock units include 81,123 units for which the performance period has lapsed, and the performance threshold has been met.

FUTURE STOCK-BASED COMPENSATION EXPENSE.

The following table presents the compensation expense to be recognized over the remaining vesting periods of the stock-based awards outstanding at September 30, 2022. Estimated future compensation expense will change to reflect future grants of restricted stock awards and units, future option grants, changes in the probability of performance thresholds being met, and adjustments for actual forfeitures.

	(in millions)
	
	

	Fourth quarter 2022
	$
	54.4

	2023
	
	125.7

	2024 through 2027
	
	105.4

	Total
	$
	285.5

	
	
	




NOTE 9 – EARNINGS PER SHARE CALCULATIONS.

The following table presents the reconciliation of net income attributable to T. Rowe Price to net income allocated to our common stockholders and the weighted-average shares that are used in calculating the basic and diluted earnings per share on our common stock. Weighted-average common shares outstanding assuming dilution reflects the potential dilution, determined using the treasury stock method, that could occur if outstanding stock options were exercised and non-participating stock awards vested. No outstanding stock options had an anti-dilutive impact on the diluted earnings per common share calculation in the periods presented.

	
	Three months ended
	Nine months ended

	(in millions)
	9/30/2022
	9/30/2021
	
	9/30/2022
	9/30/2021


[image: ]


Net income attributable to T. Rowe Price	$

Less: net income allocated to outstanding restricted stock and stock unit holders
[image: ]
Net income allocated to common stockholders	$

Weighted-average common shares
[image: ]

Outstanding
[image: ]

Outstanding assuming dilution



	384.4
	$
	777.2
	
	$
	1,291.9
	
	$
	2,342.3
	

	9.2
	
	19.5
	
	
	29.6
	
	
	61.6
	

	375.2
	$
	757.7
	
	$
	1,262.3
	
	$
	2,280.7
	

	
	
	
	
	
	
	
	
	
	

	225.3
	
	226.9
	
	
	226.7
	
	
	227.2
	

	226.3
	
	
	
	
	
	
	
	
	

	
	
	229.1
	
	
	228.0
	
	
	229.4
	

	
	
	
	
	
	
	
	
	
	


[image: ][image: ][image: ]
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NOTE 10 – OTHER COMPREHENSIVE INCOME AND ACCUMULATED OTHER COMPREHENSIVE LOSS.

The changes in each component of accumulated other comprehensive loss, including reclassification adjustments for the three months ended September 30, 2022 and 2021 are presented in the table below.

	
	
	Three months ended 9/30/2022
	
	Three months ended 9/30/2021
	

	
	
	
	
	Consolidated T.
	
	
	
	
	
	
	Consolidated T.
	
	
	

	
	
	
	
	
	Rowe Price
	
	
	
	
	
	
	
	Rowe Price
	
	
	

	
	
	
	
	
	investment
	
	Total currency
	
	
	
	
	investment
	
	Total currency
	

	
	Equity method
	
	products -
	
	
	Equity method
	
	products -
	
	
	

	(in millions)
	
	variable interest
	
	translation
	
	variable interest
	
	translation
	

	
	
	investments
	
	entities
	
	adjustments
	
	investments
	
	entities
	
	adjustments
	

	Balances at beginning of period
	$
	(39.9)
	
	$
	(7.5)
	
	$
	(47.4)
	
	$
	(43.8)
	
	$
	15.1
	
	$
	(28.7)
	

	Other comprehensive income (loss) before
	
	.7
	
	
	(12.7)
	
	
	(12.0)
	
	
	3.5
	
	
	(5.0)
	
	
	(1.5)
	

	reclassifications and income taxes
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net deferred tax benefits (income taxes)
	
	(.1)
	
	
	3.0
	
	
	2.9
	
	
	(.4)
	
	
	1.2
	
	
	.8
	

	Other comprehensive income (loss)
	
	.6
	
	
	(9.7)
	
	
	(9.1)
	
	
	3.1
	
	
	(3.8)
	
	
	(.7)
	

	Balances at end of period
	$
	(39.3)
	
	$
	(17.2)
	
	$
	(56.5)
	
	$
	(40.7)
	
	$
	11.3
	
	$
	(29.4)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The other comprehensive income (loss) in the table above excludes losses of $19.1 million and $12.2 million of other comprehensive income related to redeemable non-controlling interests held in our consolidated products for the three months ended September 30, 2022 and 2021, respectively.

The changes in each component of accumulated other comprehensive loss, including reclassification adjustments for the nine months ended September 30, 2022 and 2021, are presented in the table below.

	
	
	Nine months ended 9/30/2022
	
	Nine months ended 9/30/2021
	

	
	
	
	
	
	Consolidated T.
	
	
	
	
	
	
	
	Consolidated T.
	
	
	

	
	
	
	
	
	Rowe Price
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	investment
	
	Total currency
	
	
	
	
	Rowe Price
	
	Total currency
	

	
	Equity method
	
	products -
	
	
	Equity method
	
	investment
	
	
	

	(in millions)
	
	variable interest
	
	translation
	
	products - variable
	
	translation
	

	
	
	investments
	
	entities
	
	adjustments
	
	investments
	
	interest entities
	
	adjustments
	

	Balances at beginning of period
	$
	(36.7)
	
	$
	10.2
	
	$
	(26.5)
	
	$
	(43.6)
	
	$
	20.6
	
	$
	(23.0)
	

	Other comprehensive income (loss)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	before reclassifications and income
	
	(1.9)
	
	
	(29.3)
	
	
	(31.2)
	
	
	2.4
	
	
	(9.8)
	
	
	(7.4)
	

	taxes
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Reclassification adjustments recognized
	
	—
	
	(6.9)
	
	
	(6.9)
	
	
	—
	
	(2.6)
	
	
	(2.6)
	

	in non-operating income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	(1.9)
	
	
	(36.2)
	
	
	(38.1)
	
	
	2.4
	
	
	(12.4)
	
	
	(10.0)
	

	Net deferred tax benefits (income taxes)
	
	(.7)
	
	
	8.8
	
	
	8.1
	
	
	.5
	
	
	3.1
	
	
	3.6
	

	Other comprehensive income (loss)
	
	(2.6)
	
	
	(27.4)
	
	
	(30.0)
	
	
	2.9
	
	
	(9.3)
	
	
	(6.4)
	

	Balances at end of period
	$
	(39.3)
	
	$
	(17.2)
	
	$
	(56.5)
	
	$
	(40.7)
	
	$
	11.3
	
	$
	(29.4)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The other comprehensive income (loss) in the table above excludes losses of $44.6 million for the 2022 period and income of $20.2 million for the 2021 period of other comprehensive income (loss) related to redeemable non-controlling interests held in our consolidated products.
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NOTE 11 – COMMITMENTS AND CONTINGENCIES.

COMMITMENTS.

T. Rowe Price has committed $482.3 million to fund OHA products over the next five years.

CONTINGENCIES.

Various claims against us arise in the ordinary course of business, including employment-related claims. In the opinion of management, after consultation with counsel, the likelihood of an adverse determination in one or more of these pending ordinary course of business claims that would have a material adverse effect on our financial position or results of operations is remote.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors

T. Rowe Price Group, Inc.:

Results of Review of Interim Financial Information

We have reviewed the condensed consolidated balance sheet of T. Rowe Price Group, Inc. and subsidiaries (the “Company") as of September 30, 2022, the related condensed consolidated statements of income, comprehensive income, stockholders’ equity for the three-month and nine-month periods ended September 30, 2022 and 2021, the related condensed consolidated statements of cash flows for the nine-month periods ended September 30, 2022 and 2021, and the related notes (collectively, the consolidated interim financial information). Based on our reviews, we are not aware of any material modifications that should be made to the consolidated interim financial information for it to be in conformity with U.S. generally accepted accounting principles.

We have previously audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the consolidated balance sheet of the Company as of December 31, 2021, and the related consolidated statements of income, comprehensive income, stockholders’ equity, and cash flows for the year then ended (not presented herein); and in our report dated February 24, 2022, we expressed an unqualified opinion on those consolidated financial statements. In our opinion, the information set forth in the accompanying condensed consolidated balance sheet as of December 31, 2021, is fairly stated, in all material respects, in relation to the consolidated balance sheet from which it has been derived.

Basis for Review Results

This consolidated interim financial information is the responsibility of the Company’s management. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our reviews in accordance with the standards of the PCAOB. A review of consolidated interim financial information consists principally of applying analytical procedures and making inquiries of persons responsible for financial and accounting matters. It is substantially less in scope than an audit conducted in accordance with the standards of the PCAOB, the objective of which is the expression of an opinion regarding the financial statements taken as a whole. Accordingly, we do not express such an opinion.

/s/ KPMG LLP

Baltimore, Maryland

October 27, 2022
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

OVERVIEW.

Our revenues and net income are derived primarily from investment advisory services provided to individual and institutional investors in U.S. mutual funds, subadvised funds, separately managed accounts, collective investment trusts, and other affiliated products. The other affiliated products include: open-ended investment products offered to investors outside the U.S., products offered through variable annuity life insurance plans in the U.S., affiliated private investment funds, and collateralized loan obligations. We also provide certain investment advisory clients with related administrative services, including distribution, mutual fund transfer agent, accounting, and shareholder services; participant recordkeeping and transfer agent services for defined contribution retirement plans; brokerage; trust services; and non-discretionary advisory services through model delivery. Additionally, we derive revenue from our interests in general partners of certain affiliated private investment funds that are entitled to a disproportionate allocation of income through capital allocation-based arrangements also known as carried interest.

We manage a broad range of U.S., international and global stock, bond, money market mutual funds, collective investment trusts and other investment products as well as affiliated private investment funds or private accounts, and collateralized loan obligations, which meet the varied needs and objectives of individual and institutional investors. Investment advisory revenues depend largely on the total value and composition of assets under our management. Accordingly, fluctuations in financial markets and in the composition of assets under management affect our revenues and results of operations.

We incur significant expenditures to develop new products and services and improve and expand our capabilities and distribution channels in order to attract new investment advisory clients and additional investments from our existing clients. These efforts often involve costs that precede any future revenues that we may recognize from an increase to our assets under management.

The general trend to passive investing has been persistent and accelerated in recent years, which has negatively impacted our new client inflows. However, over the long term we expect well-executed active management to play an important role for investors. In this regard, we have ample liquidity and resources that allow us to take advantage of attractive growth opportunities. We are investing in key capabilities, including investment professionals, distribution professionals, technologies, and new product offerings in order to provide our clients with strong investment management expertise and service.

On December 29, 2021, we completed our acquisition of Oak Hill Advisors, L.P., a leading alternative credit manager, and other entities that had common ownership (collectively, “OHA”). We acquired 100% of the equity interests of Oak Hill Advisors, L.P., 100% of the equity interests in entities that make co-investments in certain affiliated private investment funds (the "co-investment entities") and a majority of the equity interests in entities that have interests in general partners of affiliated private investment funds and are entitled to a disproportionate allocation of income (the "carried interest entities"). As of September 30, 2022, OHA had $56 billion of capital under management (which includes net asset value, portfolio value and/or unfunded capital).

MARKET TRENDS.

Major U.S. stock indexes declined in the third quarter of 2022. Shares advanced through mid-August, helped by second-quarter corporate earnings reports that were better than expected. Investors were also hopeful that the Federal Reserve, which raised short-term interest rates in late July, would slow the pace of its rate increases in response to tentative signs that inflation was retreating from recent peaks. However, equities plunged and U.S. Treasury yields rose in the second half of the third quarter of 2022, as comments from Federal Reserve officials indicated that they would be willing to risk causing a recession by raising rates and keeping them at a higher level in order to bring inflation down. Toward the end of September 2022, investor sentiment deteriorated further as the Federal Reserve raised rates again, Treasury yields

reached multi-year highs, and UK government bond yields surged in reaction to the UK government’s plan to cut taxes, increase energy subsidies, and boost borrowing.

Stocks in developed non-U.S. markets underperformed U.S. shares, as a stronger U.S. dollar reduced overseas returns to U.S. investors. Developed markets in Asia were broadly negative. Shares in Singapore fell only about 1.5%, while Hong Kong stocks plunged about 17%. In Europe, UK shares dropped almost 11% in dollar terms. Two of the worst-performing European markets were Austria and Norway, where stocks fell about 15%.
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Stocks in emerging markets generally performed worse than their counterparts in developed markets. In Asia, Chinese stocks plunged amid concerns about slower growth in the world’s second-largest economy. In emerging Europe, most major markets declined, but Turkish stocks surged 16% in dollar terms as the central bank reduced interest rates twice despite year-over-year inflation of about 80%. Markets in Latin America were mixed. Mexican stocks slipped 5%, while Brazilian stocks advanced more than 8%.

Returns of several major equity market indexes were as follows:

	
	
	Three months
	Nine months ended
	

	
	
	ended
	
	

	Index
	9/30/2022
	
	9/30/2022
	

	S&P 500 Index
	
	(4.9)%
	
	(23.9)%
	

	NASDAQ Composite Index(1)
	(4.1)%
	
	(32.4)%
	

	Russell 2000 Index
	(2.2)%
	
	(25.1)%
	

	MSCI EAFE (Europe, Australasia, and Far East) Index
	(9.3)%
	
	(26.8)%
	

	MSCI Emerging Markets Index
	(11.4)%
	
	(26.9)%
	



(1) Returns exclude dividends

Global bond prices declined in the third quarter of 2022, as bond yields rose and central banks increased short-term interest rates in many countries due to elevated inflation. In the U.S., Treasury yields reached levels unseen since 2007-2008 and the Federal Reserve increased official short-term interest rates twice. The fed funds target rate range at the end of September was 3.00% to 3.25%. The 10-year U.S. Treasury note yield increased from 2.98% to 3.83% during the quarter.

In the investment-grade universe, corporate and mortgage-backed securities were among the worst-performing issues. Treasury and commercial mortgage-backed securities also declined considerably. Asset-backed securities lost value but held up better than other investment-grade segments. Tax-free municipal bonds declined but outperformed the taxable bond market. High yield bonds, which have less sensitivity to rising interest rates than higher-quality issues, held up well.

Bonds in developed non-U.S. markets fell sharply; losses to U.S. investors were exacerbated by a stronger dollar. The euro fell more than 6%, even though the European Central Bank raised short-term interest rates in July and September. The British pound plunged 8%, and UK

government bond yields surged in September, resulting in the Bank of England purchasing long-term UK government debt in an effort to stabilize the market. The Japanese yen slumped more than 6%—to levels not seen in more than two decades—which prompted the Bank of Japan to intervene in the currency market in late September in an attempt to support the yen.

Emerging markets bonds declined as central banks in many developing countries raised interest rates to fight inflation and defend their weakening currencies. Local currency bonds fared slightly worse than dollar-denominated debt, as most emerging markets currencies depreciated versus the dollar.

Returns for several major bond market indexes were as follows:

	
	
	Three months
	Nine months ended
	

	
	
	ended
	
	

	Index
	9/30/2022
	
	9/30/2022
	

	Bloomberg U.S. Aggregate Bond Index
	
	(4.8)%
	
	(14.6)%
	

	JPMorgan Global High Yield Index
	(.6)%
	
	(13.9)%
	

	Bloomberg Municipal Bond Index
	(3.5)%
	
	(12.1)%
	

	Bloomberg Global Aggregate Ex-U.S. Dollar Bond Index
	(8.9)%
	
	(23.9)%
	

	JPMorgan Emerging Markets Bond Index Plus
	(5.5)%
	
	(30.7)%
	

	Bank of America U.S. High Yield Index
	(1.6)%
	
	(13.8)%
	

	JPMorgan Leveraged Loan Index
	1.9%
	
	(2.0)%
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ASSETS UNDER MANAGEMENT.(1)

Assets under management ended the third quarter of 2022 at $1,230.0 billion, a decrease of $79.7 billion from June 30, 2022 and $457.8 billion from the end of 2021. The decrease in assets under management during the third quarter of 2022 was driven by market depreciation, including net distributions not reinvested, of $55.1 billion and net cash outflows of $24.6 billion. Clients transferred $3.3 billion in net assets from the U.S. mutual funds primarily to collective investment trusts and other investment products, of which $2.2 billion transferred into the retirement date trusts.

For the nine months ended September 30, 2022, the decrease in assets under management was driven by market depreciation, including net distributions not reinvested, of $413.2 billion and net cash outflows of $44.6 billion. Clients transferred $ 10.3 billion in net assets from the U.S. mutual funds primarily to collective investment trusts and other investment products, of which $7.1 billion transferred into the retirement date trusts.

The following tables detail changes in our assets under management, by vehicle and asset class, during the three- and nine-month periods ended September 30, 2022:

	
	
	
	
	
	
	
	
	
	
	
	Three months ended 9/30/2022
	
	
	
	
	
	
	
	
	
	
	
	
	
	Nine months ended 9/30/2022
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Collective
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Collective
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Subadvised
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Subadvised
	
	investment
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	investment trusts
	
	
	
	
	
	
	
	
	
	U.S.
	
	
	
	trusts and
	
	
	
	
	
	

	
	
	
	
	
	
	U.S. mutual
	
	funds and
	and other
	
	
	
	
	
	
	
	
	
	
	
	
	funds and
	
	other
	
	
	
	
	
	

	(in billions)
	
	
	
	
	
	
	
	separate
	investment
	
	
	Total
	
	
	
	
	mutual
	
	
	separate
	
	
	
	investment
	
	
	
	Total
	

	
	
	
	
	
	
	funds
	
	accounts
	
	products
	
	
	
	
	
	
	
	
	funds
	
	
	
	accounts
	
	
	
	products
	
	
	
	
	

	Assets under management at
	
	$
	657.1
	$
	
	332.8
	
	$
	
	
	319.8
	
	$
	1,309.7
	
	$
	871.4
	
	
	$
	437.1
	
	$
	379.3
	
	
	
	$
	1,687.8
	

	beginning of period
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cash flows before client transfers
	(11.2)
	
	
	
	(14.4)
	
	
	
	
	1.0
	
	
	
	
	
	(24.6)
	
	
	
	
	(28.7)
	
	
	
	
	(22.5)
	
	
	6.6
	
	
	
	
	(44.6)
	

	Client transfers
	
	
	
	
	
	
	(3.3)
	
	
	
	.5
	
	
	
	
	2.8
	
	
	
	
	
	—
	
	
	
	(10.3)
	
	
	
	
	1.5
	
	
	8.8
	
	
	
	
	—
	

	Net cash flows after client transfers
	
	
	(14.5)
	
	
	
	(13.9)
	
	
	
	
	3.8
	
	
	
	
	
	(24.6)
	
	
	
	
	(39.0)
	
	
	
	
	(21.0)
	
	
	15.4
	
	
	
	
	(44.6)
	

	Net market depreciation and losses
	
	
	(27.9)
	
	
	
	(12.4)
	
	
	
	
	(14.6)
	
	
	
	
	
	(54.9)
	
	
	
	
	(217.1)
	
	
	
	
	(109.6)
	
	
	(85.7)
	
	
	
	(412.4)
	

	Net distributions not reinvested
	
	
	
	
	(.2)
	
	
	
	—
	
	
	
	—
	
	
	
	
	(.2)
	
	
	
	
	(.8)
	
	
	
	
	
	
	—
	
	—
	
	
	
	(.8)
	

	Change during the period
	
	
	
	(42.6)
	
	
	
	(26.3)
	
	
	
	
	(10.8)
	
	
	
	
	
	(79.7)
	
	
	
	
	(256.9)
	
	
	
	
	(130.6)
	
	
	(70.3)
	
	
	
	(457.8)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Assets under management at
	
	
	$
	614.5
	
	$
	
	306.5
	
	$
	
	
	309.0
	
	$
	1,230.0
	
	
	$
	614.5
	
	
	$
	306.5
	
	$
	309.0
	
	
	
	$
	1,230.0
	

	September 30, 2022
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	Three months ended 9/30/2022
	
	
	
	
	
	
	
	
	
	
	
	
	Nine months ended 9/30/2022
	
	
	
	
	
	

	
	
	
	
	
	Fixed
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Fixed
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	income,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	income,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	including
	
	
	Multi-
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	including
	
	
	Multi-
	
	
	
	
	
	
	
	
	
	
	
	

	(in billions)
	
	Equity
	
	money
	
	
	
	
	Alternatives(3)
	
	Total
	
	
	
	
	Equity
	
	
	
	money
	
	
	
	Alternatives(3)
	
	
	
	Total
	

	
	
	
	
	market
	
	
	asset(2)
	
	
	
	
	
	
	
	
	
	
	
	market
	
	
	asset(2)
	
	
	
	
	
	

	Assets under
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	management at
	$
	699.6
	
	$
	171.1
	$
	395.9
	
	$
	
	43.1
	
	$
	1,309.7
	
	$
	992.7
	$
	175.7
	
	$
	477.7
	
	$
	
	
	41.7
	
	
	$
	
	1,687.8
	
	

	beginning of period
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cash flows
	
	(22.8)
	
	
	(2.4)
	
	
	.8
	
	
	
	(.2)
	
	
	(24.6)
	
	
	
	(58.4)
	
	
	
	6.1
	
	
	
	5.4
	
	
	
	
	2.3
	
	
	
	
	
	(44.6)
	
	

	Net market
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	depreciation and
	
	(29.0)
	
	
	(3.3)
	
	
	(22.6)
	
	
	
	(.2)
	
	
	(55.1)
	
	
	
	(286.5)
	
	
	
	(16.4)
	
	
	
	(109.0)
	
	
	
	
	(1.3)
	
	
	
	
	
	(413.2)
	
	

	losses(4)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Change during the
	
	(51.8)
	
	
	(5.7)
	
	
	(21.8)
	
	
	
	(.4)
	
	
	(79.7)
	
	
	
	(344.9)
	
	
	
	(10.3)
	
	
	
	(103.6)
	
	
	
	
	1.0
	
	
	
	
	
	(457.8)
	
	

	period
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Assets under
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	management at
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	September 30,
	$
	647.8
	
	$
	165.4
	
	$
	374.1
	
	$
	
	42.7
	
	$
	1,230.0
	
	
	$
	647.8
	
	$
	165.4
	
	
	$
	374.1
	
	$
	
	
	42.7
	
	
	$
	
	1,230.0
	
	

	2022
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


(1) Includes fee basis assets under management.
(2) The underlying assets under management of the multi-asset portfolios have been aggregated and presented in this category and not reported in the equity and fixed income columns.

(3) The alternatives asset class includes strategies authorized to invest more than 50% of its holdings in private credit, leveraged loans, mezzanine, real assets/CRE, structured products, stressed / distressed, non-investment grade CLOs, special situations, or have absolute return as its investment objective. Generally, only those strategies with longer than daily liquidity are included.
(4) Includes distributions reinvested and not reinvested.
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Investment advisory clients outside the United States account for 9.0% of our assets under management at September 30, 2022, 9.4% at June 30, 2022, and 9.9% at December 31, 2021.

Our target date retirement products, which are included in the multi-asset totals shown above, continue to be a significant part of our assets under management. Assets under management in these portfolios, as well as net cash inflows (outflows), by vehicle, were as follows:

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Net cash inflows (outflows)
	
	
	

	
	
	Assets under management
	
	
	Three months ended
	
	
	Nine months ended
	

	(in billions)
	
	9/30/2022
	
	
	6/30/2022
	
	
	12/31/2021
	
	
	
	9/30/2022
	
	
	9/30/2021
	
	
	
	9/30/2022
	
	
	9/30/2021
	

	U.S. mutual funds
	$
	140.6
	
	$
	150.6
	
	$
	187.1
	
	
	$
	(1.5)
	
	$
	(.7)
	
	
	$
	(4.8)
	
	$
	(9.4)
	

	Collective investment trusts
	
	161.0
	
	
	166.0
	
	
	191.1
	
	
	
	5.0
	
	
	1.4
	
	
	
	16.1
	
	
	21.7
	

	Subadvised and separately managed
	
	9.9
	
	
	10.5
	
	
	12.9
	
	
	
	—
	
	—
	
	
	—
	
	.4
	

	accounts
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	311.5
	
	$
	327.1
	
	$
	391.1
	
	
	$
	3.5
	
	$
	.7
	
	
	$
	11.3
	
	$
	12.7
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



We also provide strategic investment advice solutions for certain portfolios. These advice solutions, which the vast majority is overseen by our multi-asset division, may include strategic asset allocation, and in certain portfolios, asset selection and/or tactical asset allocation overlays. We also offer advice solutions through retail separately managed accounts and separately managed accounts model delivery. As of September 30, 2022, total assets in these solutions were $383 billion, of which $376 billion are included in our reported assets under management in the tables above.

We provide participant accounting and plan administration for defined contribution retirement plans that invest in the firm's U.S. mutual funds, collective investment trusts and funds outside of the firm's complex. As of September 30, 2022, our assets under administration were $206 billion, of which nearly $125 billion are assets we manage.

INVESTMENT PERFORMANCE.(1)

Strong investment performance and brand awareness is a key driver to attracting and retaining assets—and to our long-term success. Our performance disclosures include specific asset classes, assets under management weighted performance, mutual fund performance against passive peers and composite performance against benchmarks. The following tables present investment performance for the one-, three-, five-, and 10-years ended September 30, 2022. Past performance is no guarantee of future results.

	% of U.S. mutual funds that outperformed Morningstar median(2),(3)
	
	
	
	
	

	
	1 year
	3 years
	5 years
	10 years

	Equity
	51%
	
	57%
	
	60%
	
	78%

	Fixed Income
	51%
	
	59%
	
	60%
	
	65%

	Multi-Asset
	18%
	
	75%
	
	83%
	
	90%

	All Funds
	39%
	
	63%
	
	66%
	
	76%

	
	
	
	
	
	
	

	% of U.S. mutual funds that outperformed passive peer median(2),(4)
	
	
	
	
	

	
	1 year
	3 years
	5 years
	10 years

	Equity
	56%
	
	52%
	
	50%
	
	72%

	Fixed Income
	41%
	
	53%
	
	48%
	
	50%

	Multi-Asset
	24%
	
	84%
	
	81%
	
	92%

	All Funds
	40%
	
	62%
	
	59%
	
	69%

	
	
	
	
	
	
	
	

	% of composites that outperformed benchmarks(5)
	
	
	
	
	
	
	

	
	1 year
	3 years
	5 years
	10 years

	Equity
	36%
	
	55%
	
	57%
	
	77%

	Fixed Income
	21%
	
	52%
	
	58%
	
	79%

	All Composites
	30%
	
	54%
	
	57%
	
	78%
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	AUM Weighted Performance
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	% of U.S. mutual funds AUM that outperformed Morningstar median(2),(3)
	
	
	
	
	

	
	
	
	
	1 year
	3 years
	5 years
	10 years

	
	Equity
	
	47%
	
	54%
	
	59%
	
	84%

	
	Fixed Income
	63%
	
	74%
	
	69%
	
	81%

	
	Multi-Asset
	3%
	
	89%
	
	93%
	
	97%

	
	All Funds
	36%
	
	65%
	
	69%
	
	88%

	
	
	
	
	
	
	
	
	
	

	
	% of U.S. mutual funds AUM that outperformed passive peer median(2),(4)
	
	
	
	
	

	
	
	
	
	1 year
	3 years
	5 years
	10 years

	
	Equity
	
	53%
	
	49%
	
	54%
	
	67%

	
	Fixed Income
	47%
	
	64%
	
	51%
	
	64%

	
	Multi-Asset
	5%
	
	97%
	
	96%
	
	97%

	
	All Funds
	39%
	
	63%
	
	65%
	
	74%

	
	
	
	
	
	
	
	
	
	
	

	
	% of composites AUM that outperformed benchmarks(5)
	
	
	
	
	
	
	

	
	
	
	
	1 year
	3 years
	5 years
	10 years

	
	Equity
	
	36%
	
	44%
	
	42%
	
	70%

	
	Fixed Income
	14%
	
	42%
	
	40%
	
	74%

	
	All Composites
	32%
	
	44%
	
	41%
	
	71%



As of September 30, 2022, 73 of 124 (58.9%) of the firm's rated U.S. mutual funds (across primary share classes) received an overall rating of 4 or 5 stars. By comparison, 32.5% of Morningstar's fund population is given a rating of 4 or 5 stars(5). In addition, 72%(5) of AUM in the firm's rated U.S. mutual funds (across primary share classes) ended September 30, 2022 with an overall rating of 4 or 5 stars.

(1) The investment performance reflects that of T. Rowe Price sponsored mutual funds and composites AUM and not of OHA’s products.
(2) Source: © 2022 Morningstar, Inc. All rights reserved. The information contained herein: 1) is proprietary to Morningstar and/or its content providers; 2) may not be copied or

distributed; and 3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information.
(3) Source: Morningstar. Primary share class only. Excludes money market mutual funds, funds with an operating history of less than one year, T. Rowe Price passive funds, and T. Rowe Price funds that are clones of other funds. The top chart reflects the percentage of T. Rowe Price funds with 1 year, 3 year, 5 year, and 10 year track record that are outperforming the Morningstar category median. The bottom chart reflects the percentage of T. Rowe Price funds AUM that has outperformed for the time periods indicated. Total AUM included for this analysis includes $297B for 1 year, $297B for 3 years, $297B for 5 years, and $291B for 10 years.

(4) Passive Peer Median was created by T. Rowe Price using data from Morningstar. Primary share class only. Excludes money market mutual funds, funds with an operating history of less than one year, funds with fewer than three peers, T. Rowe Price passive funds, and T. Rowe Price funds that are clones of other funds. This analysis compares T. Rowe Price active funds to the applicable universe of passive/index open-end funds and ETFs of peer firms. The top chart reflects the percentage of T. Rowe Price funds with 1 year, 3 year, 5 year, and 10 year track record that are outperforming the passive peer universe. The bottom chart reflects the percentage of T. Rowe Price funds AUM that has outperformed for the time periods indicated. Total AUM included for this analysis includes $281B for 1 year, $279B for 3 years, $278B for 5 years, and $261B for 10 years.

(5)Composite net returns are calculated using the highest applicable separate account fee schedule. Excludes money market composites. All composites compared to official GIPS composite primary benchmark. The top chart reflects the percentage of T. Rowe Price composites with 1 year, 3 year, 5 year, and 10 year track record that are outperforming their benchmarks. The bottom chart reflects the percentage of T. Rowe Price composite AUM that has outperformed for the time periods indicated. Total AUM included for this analysis includes $1,081B for 1 year, $1,077B for 3 years, $1,065B for 5 years, and $1,033B for 10 years.

(6) The Morningstar Rating™ for funds is calculated for funds with at least a three-year history. Exchange-traded funds and open-ended mutual funds are considered a single population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return measure that accounts for variation in a managed product's monthly excess performance, placing more emphasis on downward variations and rewarding consistent performance. Morningstar gives its best ratings of 5 or 4 stars to the top 32.5% of all funds (of the 32.5%,10% get 5 stars and 22.5% get 4 stars). The Overall Morningstar Rating™ is derived from a weighted average of the performance figures associated with a fund’s 3, 5, and 10 year (if applicable) Morningstar Rating™ metrics.


RESULTS OF OPERATIONS.

The following table and discussion sets forth information regarding our consolidated financial results for the three and nine months ended September 30, 2022 and 2021 on a U.S. GAAP basis as well as a non-GAAP basis. The 2022 periods reflect the operating results of OHA, which was acquired at the end of 2021. The non-GAAP basis adjusts for the impact of our consolidated T. Rowe Price investment products, the impact of market movements on the supplemental savings plan liability and related economic hedges, investment income related to certain other investments, acquisition-related amortization and costs, and certain nonrecurring charges and gains.
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	Three months ended
	
	
	Q3 2022 vs. Q3 2021
	
	
	
	Nine months ended
	
	
	YTD 2022 vs. YTD 2021
	

	
	(in millions, except per-share data)
	
	9/30/2022
	
	
	9/30/2021
	
	
	$ change
	% change
	
	
	9/30/2022
	
	
	9/30/2021
	
	
	$ change
	% change
	

	
	U.S. GAAP basis
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Investment advisory fees
	$
	1,442.0
	
	$
	1,813.4
	
	$
	(371.4)
	
	(20.5)%
	
	
	$
	4,600.8
	
	$
	5,288.4
	
	$
	(687.6)
	
	(13.0)%
	

	
	Capital allocation-based income(1)
	$
	1.1
	
	$
	—
	$
	1.1
	
	n/m
	
	$
	(80.8)
	
	$
	—
	$
	(80.8)
	
	n/m
	

	
	Net revenues
	$
	1,588.2
	
	$
	1,954.1
	
	$
	(365.9)
	
	(18.7)%
	
	
	$
	4,964.2
	
	$
	5,710.2
	
	$
	(746.0)
	
	(13.1)%
	

	
	Operating expenses
	$
	1,013.6
	
	$
	957.9
	
	$
	55.7
	
	5.8 %
	
	
	$
	2,843.6
	
	$
	2,862.7
	
	$
	(19.1)
	
	(0.7)%
	

	
	Net operating income
	$
	574.6
	
	$
	996.2
	
	$
	(421.6)
	
	(42.3)%
	
	
	$
	2,120.6
	
	$
	2,847.5
	
	$
	(726.9)
	
	(25.5)%
	

	
	Non-operating income (loss)(1)
	$
	(82.8)
	
	$
	(11.5)
	
	$
	(71.3)
	
	n/m
	
	$
	(561.2)
	
	$
	234.5
	
	$
	(795.7)
	
	n/m
	

	
	Net income attributable to
	$
	384.4
	
	$
	777.2
	
	$
	(392.8)
	
	(50.5)%
	
	
	$
	1,291.9
	
	$
	2,342.3
	
	$
	(1,050.4)
	
	(44.8)%
	

	
	T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Diluted earnings per common
	$
	1.66
	
	$
	3.31
	
	$
	(1.65)
	
	(49.8)%
	
	
	$
	5.54
	
	$
	9.94
	
	$
	(4.40)
	
	(44.3)%
	

	
	share
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Weighted average common
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	shares outstanding assuming
	
	226.3
	
	
	229.1
	
	$
	(2.8)
	
	(1.2)%
	
	
	
	228.0
	
	
	229.4
	
	$
	(1.4)
	
	(.6)%
	

	
	dilution
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Adjusted non-GAAP basis(2)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Operating expenses
	$
	1,028.2
	
	$
	957.2
	
	$
	71.0
	
	7.4 %
	
	
	$
	3,014.6
	
	$
	2,798.2
	
	$
	216.4
	
	7.7 %
	

	
	Net operating income
	$
	573.7
	
	$
	998.7
	
	$
	(425.0)
	
	(42.6)%
	
	
	$
	1,991.4
	
	$
	2,916.2
	
	$
	(924.8)
	
	(31.7)%
	

	
	Non-operating income (loss)(1)
	$
	(3.7)
	
	$
	(3.0)
	
	$
	(.7)
	
	n/m
	
	$
	(58.1)
	
	$
	28.5
	
	$
	(86.6)
	
	n/m
	

	
	Net income attributable to
	$
	430.6
	
	$
	767.6
	
	$
	(337.0)
	
	(43.9)%
	
	
	$
	1,465.2
	
	$
	2,258.6
	
	$
	(793.4)
	
	(35.1)%
	

	
	T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Diluted earnings per common
	$
	1.86
	
	$
	3.27
	
	$
	(1.41)
	
	(43.1)%
	
	
	$
	6.28
	
	$
	9.59
	
	$
	(3.31)
	
	(34.5)%
	

	
	share
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Assets under management (in billions)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Average assets under
	
	$
	1,347.5
	
	$
	1,648.7
	
	$
	(301.2)
	
	(18.3)%
	
	
	$
	1,437.1
	
	$
	1,581.3
	
	$
	(144.2)
	
	(9.1)%
	

	
	management
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Ending assets under management $
	1,230.0
	
	$
	1,612.3
	
	$
	(382.3)
	
	(23.7)%
	
	
	$
	1,230.0
	
	$
	1,612.3
	
	$
	(382.3)
	
	(23.7)%
	



(1) The percentage change is not meaningful (n/m).

(2) See the reconciliation to the comparable U.S. GAAP measures at the end of the Results of Operations section of this Management’s Discussion and Analysis.

Results Overview - Quarter ended September 30, 2022

Net revenues consist of investment advisory revenues; administrative, distribution, and servicing fees; and capital allocation-based income.

Total net revenues were $1,588.2 million in the third quarter of 2022 compared with $1,954.1 million in the third quarter of 2021.

Investment advisory fees are generally earned based on the value and composition of our assets under management, which change based on fluctuations in financial markets and net cash flows. As our average assets under management increase or decrease in a given period, the level of our investment advisory fee revenue for that same period generally fluctuates in a similar manner. Our annualized effective fee rates can be impacted by market or cash flow related shifts among asset and share classes, price changes in existing products, and asset level changes in products with tiered-fee structures.

Capital allocation income will fluctuate quarter-to-quarter to reflect the adjustment to accrued carried interest for the change in value of the affiliated funds assuming the funds’ underlying investments were realized as of September 30, 2022, regardless of whether the funds’ underlying investments have been realized.

Operating expenses on a U.S. GAAP basis were $1,013.6 million in the third quarter of 2022 compared with $957.9 million in the third quarter of 2021. On a non-GAAP basis, operating expenses were $1,028.2 million, a 7.4% increase over the comparable 2021 period. Our operating expenses in the third quarter of 2022 include OHA's operating expenses, including the accrued carried interest compensation associated with the capital allocation-based income. OHA's operating expenses primarily impact compensation expense; technology, occupancy, and facility costs; and general, administrative and other costs.
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In comparison to the third quarter of 2021, the increase in our non-GAAP operating expenses was primarily attributable to higher salaries and benefits, including higher non-cash stock-based compensation expense; the addition of OHA operating expenses; and higher costs related to the ongoing investment in our technology capabilities. These increases were partially offset by lower distribution and servicing costs due to lower average assets under management and a lower interim bonus accrual.

Operating margin in the third quarter of 2022 was 36.2%, compared to 51.0% earned in the 2021 quarter. The decrease in our operating margin for the third quarter of 2022 compared to the 2021 period was primarily driven by the decrease in investment advisory fee revenue and the increases in operating expenses, primarily due to the increase in the compensation expenses, in the third quarter of 2022. Further, the impacts of capital allocation-based income and related compensation are reflected in the operating margin for the third quarter of 2022.

Diluted earnings per share was $1.66 for the third quarter of 2022 as compared to $3.31 for the third quarter of 2021. The decrease was primarily driven by lower operating income and by higher net investment losses recognized in the third quarter of 2022 as compared to the third quarter of 2021, as market returns in the third quarter of 2022 were weaker than market returns in 2021.

On a non-GAAP basis, diluted earnings per share was $1.86 for the third quarter of 2022 as compared to $ 3.27 for the third quarter of 2021. Similar to our U.S. GAAP diluted earnings per share, the decrease is largely attributable to lower operating income compared to the 2021 period.

Results Overview - Year-to-Date ended September 30, 2022

Net revenues consist of investment advisory revenues; administrative, distribution, and servicing fees; and capital allocation-based income. Total net revenues were $4,964.2 million in the nine months ended September 30, 2022 compared with $5,710.2 million in the nine months ended September 30, 2021.

Operating expenses were $2,843.6 million in the nine months ended September 30, 2022 compared with $2,862.7 million in the 2021 period. On a non-GAAP basis, our operating expenses for the nine months ended September 30, 2022 increased 7.7% to $3,014.6 million compared to the 2021 period. Our operating expenses for the nine months ended September 30, 2022 include OHA's operating expenses, including the accrued carried interest compensation associated with the capital allocation-based income. OHA's operating expenses primarily impact compensation expense; technology, occupancy, and facility costs; and general, administrative and other costs.

The increase in our non-GAAP operating expenses for the nine months ended September 30, 2022 compared with the 2021 period was primarily due to higher salaries and benefits, including non-cash stock-based compensation; the addition of OHA operating expenses; and higher costs related to the ongoing investment in our technology capabilities. These increases were mostly offset by lower distribution and servicing costs due to lower average assets under management and a lower interim bonus accrual.

We continue to expect our forecasted 2022 non-GAAP operating expenses growth to be in the range of 4% to 7%. The range reflects lower market-related expenses and continued efforts to manage expense growth. The addition of OHA's operating expenses, since the acquisition at end of 2021, is driving nearly all of the 2022 forecasted expense growth. We could elect to further adjust our expense growth should unforeseen circumstances arise, including significant market movements.

Operating margin in the nine months ended September 30, 2022 was 42.7%, compared to 49.9% earned in the 2021 period. The decrease in our operating margin for the nine months ended September 30, 2022 compared to the 2021 period was primarily driven by a larger decrease in investment advisory fee revenue as compared to the decrease in operating expenses, primarily the decrease in the supplemental savings plan liability, for the nine months ended September 30, 2022. Further, the impacts of capital allocation-based income and carried interest-related compensation are reflected in the operating margin for the nine months ended September 30, 2022.

Diluted earnings per share was $ 5.54 for the nine months ended September 30, 2022 as compared to $9.94 for the nine months ended September 30, 2021. The 44.3% decrease was primarily driven by net investment losses recognized in the nine months ended September 30, 2022, as compared to net investment gains in the nine months ended September 30, 2021, as market returns in the third quarter of 2022 were weaker than the market returns in 2021, and by lower operating income.
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On a non-GAAP basis, diluted earnings per share was $6.28 for the nine months ended September 30, 2022 as compared to $9.59 for the 2021 period. The decrease in adjusted diluted earnings per share was primarily due to lower operating income compared to 2021 period and net investment losses on our cash investment strategy recognized in the nine months ended September 30, 2022 as compared to net investment gains in the nine months ended September 30, 2021. See our non-GAAP reconciliations later in this Management’s Discussion and Analysis section.

Net revenues

	
	
	Three months ended
	
	
	Q3 2022 vs. Q3 2021
	
	
	
	Nine months ended
	
	
	YTD 2022 vs. YTD 2021
	

	(in millions)
	
	9/30/2022
	
	
	9/30/2021
	
	$
	change
	% change
	
	
	9/30/2022
	
	
	9/30/2021
	
	
	$ change
	% change
	

	Investment advisory fees
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	U.S. mutual funds
	$
	841.7
	
	$
	1,125.5
	
	$
	(283.8)
	
	(25.2)%
	
	
	$
	2,694.4
	
	$
	3,273.2
	
	$
	(578.8)
	
	(17.7)%
	

	Subadvised funds, separate
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	accounts, collective investment
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	trusts, and other investment
	
	600.3
	
	
	687.9
	
	
	(87.6)
	
	(12.7)%
	
	
	
	1,906.4
	
	
	2,015.2
	
	
	(108.8)
	
	(5.4)%
	

	products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	1,442.0
	
	
	1,813.4
	
	
	(371.4)
	
	(20.5)%
	
	
	
	4,600.8
	
	
	5,288.4
	
	
	(687.6)
	
	(13.0)%
	

	Administrative, distribution,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	and servicing fees
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Administrative fees
	
	123.1
	
	
	109.8
	
	
	13.3
	
	12.1 %
	
	
	
	372.7
	
	
	331.8
	
	
	40.9
	
	12.3 %
	

	Distribution and servicing fees
	
	22.0
	
	
	30.9
	
	
	(8.9)
	
	(28.8)%
	
	
	
	71.5
	
	
	90.0
	
	
	(18.5)
	
	(20.6)%
	

	
	
	145.1
	
	
	140.7
	
	
	4.4
	
	3.1 %
	
	
	
	444.2
	
	
	421.8
	
	
	22.4
	
	5.3 %
	

	Capital allocation-based
	
	1.1
	
	
	—
	
	1.1
	
	n/m
	
	
	(80.8)
	
	
	—
	
	(80.8)
	
	n/m
	

	income(1)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net revenues
	$
	1,588.2
	
	$
	1,954.1
	
	$
	(365.9)
	
	(18.7)%
	
	
	$
	4,964.2
	
	$
	5,710.2
	
	$
	(746.0)
	
	(13.1)%
	



(1) The percentage change for capital allocation-based income is not meaningful (n/m).

Investment advisory fees

Investment advisory revenues earned in the third quarter of 2022 decreased over the comparable 2021 quarter as average assets under management decreased $301.2 billion, or 18.3%, to $1,347.5 billion. For the nine months ended September 30, 2022, investment advisory revenues decreased over the comparable 2021 period as average assets under management decreased $144.2 billion, or 9.1%, to $1,437.1 billion.

In the third quarter of 2022, we did not voluntarily waive money market investment advisory fees. For the nine months ended September 30, 2022, we voluntarily waived $9.3 million, or less than 1%, of our investment advisory fees. At September 30, 2022, combined net assets of the investment portfolios in which we waived fees for the nine months ended September 30, 2022 were $23.9 billion. For the nine months ended September 30, 2021, we waived money market investment advisory fees of $43.0 million.

The total average annualized effective fee rate earned during the third quarter of 2022 was 42.5 basis points, compared with 43.6 basis points earned during the third quarter of 2021 and 42.7 basis points earned during the second quarter of 2022. The total average annualized effective fee rate earned during the nine months ended September 30, 2022 was 42.8 basis points, compared with 44.7 basis points during the nine months ended September 30, 2021. The total average annualized effective fee rate has declined in comparison to the second quarter of 2022 and the third quarter and year-to-date periods of 2021 due to a mix shift toward lower fee asset classes and vehicles as a result of market declines and net flows, partially offset slightly by a reduction in money market fee waivers. Further, in comparison to third quarter and year-to-date period of 2021, the annualized effective fee rate was also impacted by a higher-than-average effective fee rate earned on the firm's alternative asset class.

U.S. mutual funds

Investment advisory revenues earned in the third quarter of 2022 from our U.S. mutual funds were $841.7 million, a decrease of 25.2% from the comparable 2021 quarter. Average assets under management in these funds for the third quarter of 2022 decreased 23.1% from the 2021 quarter to $ 677.6 billion. The annualized effective fee rate of 49.3 basis points for the third quarter of 2022 decreased from 50.7 basis points in the third quarter 2021 primarily due to a mix shift towards lower fee asset and share classes as a result of market declines and net flows, including client transfers to the firm’s collective investment trusts.
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For the nine months ended September 30, 2022, investment advisory revenues earned from the firm's U.S. mutual funds were $2,694.4 million, a decrease of 17.7% from the 2021 period. Average assets under management in these funds for the nine months ended September 30, 2022 decreased 14.1% from the 2021 period to $728.5 billion. The annualized effective fee rate of 49.4 basis points for the nine months ended September 30, 2022 decreased from 51.6 basis points in the nine months ended September 30, 2021, primarily due to the July 2021 fee reductions in our target-date products and a mix shift towards lower fee asset classes as a result of market declines and net flows, partially offset by a reduction in money market fee waivers.

Subadvised funds, separate accounts, collective investment trusts and other investment products (other portfolios)

Investment advisory revenues earned in the third quarter of 2022 from these other portfolios were $600.3 million, a decrease of 12.7% from the comparable 2021 quarter. Average assets under management for these products decreased 12.7% from the 2021 quarter to $669.9 billion. Investment advisory revenues and average assets under management in Q2 2022 reflect OHA's revenue and related average assets under management. The annualized effective fee rate of 35.6 basis points for the third quarter of 2022 increased from 35.5 basis points in the third quarter of 2021. The increase was primarily due to the higher-than-average fee rate earned on our alternative asset class, mostly offset by a mix shift towards lower fee asset classes as a result of market declines and net flows, including client transfers

For the nine months ended September 30, 2022, investment advisory revenues earned from subadvised and separate accounts, as well as collective investment trusts and other investment products, were $1,906.4 million, a decrease of 5.4% from the 2021 period. Average assets under management for these products decreased 3.4% from the 2021 period to $708.6 billion. The annualized effective fee rate of 36.0 basis points for the nine months ended September 30, 2022 decreased from 36.7 basis points for the nine months ended September 30, 2021. Our annualized effective fee rate for our other portfolios decreased primarily due to the July 2021 fee reductions in our target-date products and a mix shift towards lower fee asset classes and vehicles as a result of market declines and net flows. These fee pressures were partially offset by the higher-than-average fee rate earned on our alternative asset class.

Administrative, distribution, and servicing fees in the third quarter of 2022 were $145.1 million, an increase of $ 4.4 million, or 3.1%, from the comparable 2021 quarter. For the nine months ended September 30, 2022, these fees were $444.2 million, an increase of $22.4 million, or 5.3%, from the 2021 period. The increase in both periods was primarily due to higher transfer agent servicing activities provided to the T.

Rowe Price mutual funds for retail shareholders and higher trustee services revenue. These increases were partially offset by lower 12b-1 revenue earned primarily on the Advisor and R share classes of the U.S. mutual funds as a result of lower assets under management in these share classes. The decrease in 12b-1 revenue is offset entirely by a decrease in the costs paid to third-party intermediaries that source these assets and are reported in distribution and servicing expense.

Capital allocation-based income in the third quarter of 2022 increased net revenues by $1.1 million. The third quarter of 2022 amount

represents an increase of $14.3 million in accrued carried interest from investments in affiliated investment funds, substantially offset by

$13.2 million in non-cash amortization associated with the difference in the closing date fair value and carrying value of investments acquired

as part of the OHA acquisition.

For the nine months ended September 30, 2022, capital allocation-based income reduced net revenues by $80.8 million. The nine months ended September 30, 2022 amount represents reductions of $41.1 million in accrued carried interest from investments in affiliated investment funds and $39.7 million in non-cash amortization associated with the difference in the closing date fair value and carrying value of investments acquired as part of the OHA acquisition.

Our net revenues reflect the elimination of advisory and administrative fee revenue earned from our consolidated

T. Rowe Price investment products. The corresponding expenses recognized by these products, and consolidated in our financial statements, were also eliminated from operating expenses. For the third quarter, we eliminated net revenue of $.5 million in 2022 and $1.6 million in 2021. For the nine months ended September 30, we eliminated net revenue of $2.0 million in 2022 and $4.0 million in 2021.
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Operating expenses

	
	
	Three months ended
	
	
	Q3 2022 vs. Q3 2021
	
	
	
	Nine months ended
	
	
	YTD 2022 vs. YTD 2021
	

	(in millions)
	
	9/30/2022
	
	
	9/30/2021
	
	$
	change
	% change
	
	
	9/30/2022
	
	
	9/30/2021
	
	
	$ change
	% change
	

	Compensation and related costs,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	excluding acquisition-related retention
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	agreements, capital allocation-based
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	income compensation, and
	$
	595.6
	
	$
	564.9
	
	$
	30.7
	
	5.4 %
	
	
	$
	1,781.3
	
	$
	1,692.3
	
	$
	89.0
	
	5.3 %
	

	supplemental savings plan
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acquisition-related retention
	
	17.1
	
	
	—
	
	17.1
	
	n/m
	
	
	54.3
	
	
	—
	
	54.3
	
	n/m
	

	agreements
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Capital allocation-based income
	
	.1
	
	
	—
	
	.1
	
	n/m
	
	
	(33.3)
	
	
	—
	
	(33.3)
	
	n/m
	

	compensation
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Supplemental savings plan(1)
	
	(24.7)
	
	
	(.3)
	
	
	(24.4)
	
	n/m
	
	
	(169.2)
	
	
	59.6
	
	$
	(228.8)
	
	n/m
	

	Total compensation and related costs
	
	588.1
	
	
	564.6
	
	
	23.5
	
	4.2 %
	
	
	
	1,633.1
	
	
	1,751.9
	
	
	(118.8)
	
	(6.8)%
	

	Distribution and servicing
	
	69.9
	
	
	96.0
	
	
	(26.1)
	
	(27.2)%
	
	
	
	231.5
	
	
	274.3
	
	
	(42.8)
	
	(15.6)%
	

	Advertising and promotion
	
	24.3
	
	
	22.1
	
	
	2.2
	
	10.0 %
	
	
	
	69.1
	
	
	61.4
	
	
	7.7
	
	12.5 %
	

	Product and recordkeeping related
	
	75.6
	
	
	70.3
	
	
	5.3
	
	7.5 %
	
	
	
	232.3
	
	
	154.6
	
	
	77.7
	
	50.3 %
	

	costs
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Technology, occupancy, and facility
	
	143.6
	
	
	123.1
	
	
	20.5
	
	16.7 %
	
	
	
	411.8
	
	
	359.7
	
	
	52.1
	
	14.5 %
	

	costs
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	General, administrative, and other
	
	112.1
	
	
	81.8
	
	
	30.3
	
	37.0 %
	
	
	
	265.8
	
	
	260.8
	
	
	5.0
	
	1.9 %
	

	Total operating expenses
	$
	1,013.6
	
	$
	957.9
	
	$
	55.7
	
	5.8 %
	
	
	$
	2,843.6
	
	$
	2,862.7
	
	$
	(19.1)
	
	(.7)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) The impact of the market on the supplemental savings plan liability drives the expense recognized each period.

Compensation and related costs, excluding non-cash amortization of certain acquisition-related retention arrangements, capital allocation-based income compensation, and supplemental savings plan were $595.6 million in the third quarter of 2022, an increase of $30.7 million, or 5.4%, compared to the 2021 quarter. For the nine months ended September 30, 2022, these costs were $1,781.3 million, an increase of $89.0 million, or 5.3%, compared to the 2021 period. Both the third quarter and nine months ended September 30, 2022 periods include OHA’s compensation and related costs as well as carried interest-related compensation. The increase in both the third quarter and nine months ended September 30, 2022 periods were primarily due to an increase in base salaries in January and July 2022 and the related benefits, including non-cash stock-based compensation expense, partially offset by a lower interim bonus accrual. The firm employed 7,990 associates at September 30, 2022, an increase of 6.1% from the end of 2021.

Distribution and servicing costs were $69.9 million for the third quarter of 2022, a decrease of 27.2% from the $96.0 million recognized in the 2021 quarter. For the nine months ended September 30, 2022, these costs were $231.5 million, a decrease of 15.6% over the $274.3 million recognized in the comparable 2021 period. The decrease in both periods was primarily driven by lower average assets under management in certain share classes of the U.S. mutual funds that earn 12(b)-1 fees. Additionally, lower AUM in our international products, including our Japanese Investment Trusts (ITMs), and certain SICAV share classes contributed to lower distribution costs.

The costs in this expense category primarily include amounts paid to third-party intermediaries that source the assets of certain share classes of our U.S. mutual funds and our international products, such as our Japanese ITMs and SICAVs. These costs are offset entirely by the distribution revenue we earn and report in net revenues: 12b-1 revenue recognized in administrative, distribution, and servicing fees for the Advisor and R share classes of the U.S. mutual funds and investment advisory fee revenue for our international products.

Advertising and promotion costs were $24.3 million in the third quarter of 2022, an increase of $2.2 million, or 10.0%, compared to the $22.1 million recognized in the 2021 quarter. For the nine months ended September 30, 2022, these costs were $69.1 million, an increase of $7.7 million, or 12.5%, compared to the 2021 period. The increase in both periods was driven primarily by an increase in sponsorships and promotion-related costs. Increased agency costs also contributed to the higher advertising and promotion costs for the nine months ended September 30, 2022 as compared to the nine months ended September 30, 2021.
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Product and recordkeeping related costs were $75.6 million in the third quarter of 2022, an increase of $5.3 million, or 7.5%, compared to the $70.3 million in the 2021 quarter. For the nine months ended September 30, 2022, these costs were $232.3 million, an increase of $77.7 million, or 50.3%, compared to the 2021 period. Approximately 60% of the increase in the third quarter and more than 85% of the increase for the year-to-date 2022 period was driven by the recordkeeping costs incurred as part of our expanded relationship with Fidelity National Information Services, Inc. (“FIS”) that began in August 2021. The costs incurred from the FIS arrangement were partially offset by a reduction in compensation expenses as a result of the approximately 800 associates who transitioned to FIS in August 2021.

Technology, occupancy, and facility costs were $143.6 million in the third quarter of 2022, an increase of $20.5 million, or 16.7%, compared to the $123.1 million recognized in the 2021 quarter. For the nine months ended September 30, 2022, these costs were $411.8 million, an increase of $52.1 million, or 14.5%, compared to the 2021 period. The increase in both periods was primarily due to the ongoing investment in our technology capabilities, including hosted solution licenses, depreciation, and increased office facility costs, primarily due to higher rent expense and other facility-related costs.

General, administrative, and other expenses were $112.1 million in the third quarter of 2022, an increase of $30.3 million, or 37.0%, compared to the $81.8 million recognized in the 2021 quarter. The increase was primarily related to higher travel and information services expenses as well as certain nonrecurring costs incurred during the 2022 quarter. The 2022 quarter also includes a net favorable impact of $2.8 million as the $27.1 million in acquisition-related amortization was more than offset by the $29.9 million reduction in the fair value of the contingent consideration liability.

For the nine months ended September 30, 2022, these costs were $265.8 million, an increase of $5.0 million, or 1.9%, compared to the 2021 period. The 2022 period includes a net favorable impact of $44.3 million related to our acquisition of OHA as $81.4 million in acquisition-related amortization and other costs were more than offset by the $ 125.7 million favorable change in fair value of the contingent consideration liability. Partially offsetting this favorable impact were higher net business related expenses including higher travel and information services as well as certain nonrecurring costs incurred during 2022.

Non-operating income (loss)

Non-operating loss for the third quarter of 2022 was $82.8 million as compared to non-operating loss of $11.5 million in the 2021 quarter. For the nine months ended September 30, 2022, we recognized net non-operating losses of $561.2 million, compared with net non-operating income of $234.5 million in the comparable 2021 period. The following table details the components of non-operating income (loss) for both the third quarter and nine months ended September 30, 2022 and 2021.
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	Three months ended
	
	Nine months ended
	

	(in millions)
	
	9/30/2022
	
	
	9/30/2021
	
	
	9/30/2022
	
	
	9/30/2021
	

	Net gains (losses) from non-consolidated T. Rowe Price investment products
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and discretionary investments
	
	
	
	
	
	
	
	
	
	
	
	

	Dividend income
	$
	11.5
	
	$
	4.0
	
	$
	15.1
	
	$
	14.0
	

	Market-related gains (losses) and equity in earnings (losses)
	
	(15.2)
	
	
	(7.0)
	
	
	(73.2)
	
	
	14.5
	

	Total cash and discretionary investments
	
	(3.7)
	
	
	(3.0)
	
	
	(58.1)
	
	
	28.5
	

	Seed capital investments
	
	
	
	
	
	
	
	
	
	
	
	

	Dividend income
	
	.2
	
	
	—
	
	.6
	
	
	.1
	

	Market-related gains (losses) and equity in earnings (losses)
	
	(14.1)
	
	
	(2.4)
	
	
	(77.5)
	
	
	27.0
	

	Net gains recognized upon deconsolidation
	
	—
	
	—
	
	6.8
	
	
	2.6
	

	Investments used to hedge the supplemental savings plan liability
	
	(26.3)
	
	
	.1
	
	
	(178.0)
	
	
	59.3
	

	Total net gains (losses) from non-consolidated T. Rowe Price investment
	
	(43.9)
	
	
	(5.3)
	
	
	(306.2)
	
	
	117.5
	

	products
	
	
	
	
	
	
	
	
	
	
	
	

	Other investment income
	
	2.4
	
	
	14.0
	
	
	4.9
	
	
	47.5
	

	Net gains (losses) on investments
	
	(41.5)
	
	
	8.7
	
	
	(301.3)
	
	
	165.0
	

	Net gains (losses) on consolidated sponsored investment portfolios
	
	(41.7)
	
	
	(17.1)
	
	
	(247.7)
	
	
	75.7
	

	Other income (loss), including foreign currency gains and losses
	
	.4
	
	
	(3.1)
	
	
	(12.2)
	
	
	(6.2)
	

	Non-operating income (loss)
	$
	(82.8)
	
	$
	(11.5)
	
	$
	(561.2)
	
	$
	234.5
	

	
	
	
	
	
	
	
	
	
	
	
	
	



Our investment portfolio valuations at the end of the third quarter 2022 were negatively impacted by market declines caused by the continued elevated inflation and more aggressive pace of the Federal Reserve interest rate increases.

The table above includes the net investment income of the underlying portfolios included in the consolidated

T. Rowe Price investment products and not just the net investment income related to our ownership interest in the products. The table below shows the impact that the consolidated T. Rowe Price investment products had on the individual lines of our unaudited condensed consolidated statements of income and the portion attributable to our interest:

	
	
	Three months ended
	
	Nine months ended
	

	(in millions)
	
	9/30/2022
	
	
	9/30/2021
	
	
	9/30/2022
	
	
	9/30/2021
	

	Operating expenses reflected in net operating income
	$
	(1.8)
	
	$
	(2.8)
	
	$
	(6.2)
	
	$
	(9.1)
	

	Net investment income (loss) reflected in non-operating income
	
	(41.8)
	
	
	(17.1)
	
	
	(247.8)
	
	
	75.6
	

	Impact on income before taxes
	$
	(43.6)
	
	$
	(19.9)
	
	$
	(254.0)
	
	$
	66.5
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net income (loss) attributable to our interest in the consolidated T.
	$
	(17.0)
	
	$
	(.1)
	
	$
	(122.1)
	
	$
	43.9
	

	Rowe Price investment products
	
	
	
	
	
	
	
	
	
	
	
	

	Net income (loss) attributable to redeemable non-controlling interests
	
	(26.6)
	
	
	(19.8)
	
	
	(131.9)
	
	
	22.6
	

	(unrelated third-party investors)
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	(43.6)
	
	$
	(19.9)
	
	$
	(254.0)
	
	$
	66.5
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Provision for income taxes

The following table reconciles the statutory federal income tax rate to our effective tax rate on a U.S. GAAP basis for both the three- and nine-months ended September 30, 2022 and 2021:

	
	Three months ended
	Nine months ended

	
	9/30/2022
	
	9/30/2021
	
	9/30/2022
	
	9/30/2021

	Statutory U.S. federal income tax rate
	21.0 %
	
	21.0 %
	
	21.0 %
	
	21.0 %

	State income taxes for current year, net of federal income tax benefits(1)
	3.4
	
	3.8
	
	3.5
	
	3.8

	Net (income) losses attributable to redeemable non-controlling interests
	2.5
	
	.1
	
	1.6
	
	(.2)

	Net excess tax benefits from stock-based compensation plans activity
	(.5)
	
	(1.6)
	
	(.5)
	
	(1.1)

	Other items
	.8
	
	(.2)
	
	—
	(.2)

	Effective income tax rate
	27.2 %
	
	23.1 %
	
	25.6 %
	
	23.3 %

	
	
	
	
	
	
	
	



(1) State income tax benefits are reflected in the total benefits for net income attributable to redeemable non-controlling interests and stock-based compensation plans activity.

Our U.S. GAAP effective tax rate for the third quarter of 2022 was 27.2%, compared with 23.1% in the 2021 quarter. For the nine months ended September 30, 2022, our U.S. GAAP effective tax rate was 25.6%, compared with 23.3% in the 2021 period. The increase in the U.S. GAAP effective tax rate in 2022 from 2021 was primarily due to net losses attributable to redeemable non-controlling interests held in our consolidated investment products and lower discrete tax benefits associated with the settlement of stock-based awards. These increases were partially offset by the favorable impacts of the reduction in the effective state tax rate due to the full phase-in of the 2018 Maryland state tax legislation and the remeasurement of the contingent consideration liability.

The non-GAAP tax rate primarily adjusts for the impact of the consolidated investment products, including the net income attributable to the redeemable non-controlling interests. Our non-GAAP effective tax rate was 24.4% in the third quarter of 2022 compared with 23.1% in third quarter of 2021 and 24.2% for the nine months ended September 30, 2022 compared to 23.4% in the 2021 period. The increase in the non-GAAP effective tax rates for both the third quarter of 2022 and the nine months ended September 30, 2022 were primarily attributable to lower discrete tax benefits associated with the settlement of stock-based awards compared to the same periods of 2021. The non-GAAP effective tax rates for the 2022 quarter and year-to-date periods continue to be favorably impacted by the complete phase-in benefit of the 2018 Maryland state tax legislation.

Our effective tax rate will continue to experience volatility in future periods as the tax benefits recognized from stock-based compensation are impacted by market fluctuations in our stock price and timing of option exercises as well as the remeasurement of the contingent consideration liability. Our U.S. GAAP rate will also be impacted by changes in the proportion of net income that is attributable to our redeemable non-controlling interests and non-controlling interests reflected in permanent equity.

We currently estimate that our effective tax rate for the full year 2022, on a U.S. GAAP basis, will be in the range of 24% to 27%. On a non-GAAP basis, the range is 24% to 26%.

NON-GAAP INFORMATION AND RECONCILIATION.

We believe the non-GAAP financial measures below provide relevant and meaningful information to investors about our core operating results. These measures have been established in order to increase transparency for the purpose of evaluating our core business, for comparing current results with prior period results, and to enable more appropriate comparison with industry peers. However, non-GAAP financial measures should not be considered a substitute for financial measures calculated in accordance with U.S. GAAP and may be calculated differently by other companies.
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The following schedules reconcile certain U.S. GAAP financial measures for the three months ended September 30, 2022 and 2021.

	
	
	
	
	
	
	
	
	Three months ended 9/30/2022
	
	
	
	
	
	

	
	
	Operating
	Net operating
	Non-operating
	
	Provision
	
	Net income
	Diluted earnings
	

	
	
	
	
	
	
	(benefit) for
	
	attributable to T.
	
	

	
	
	expenses
	
	income
	
	income (loss)
	income taxes(6)
	
	Rowe Price
	
	per share(7)
	

	U.S. GAAP Basis (FS line item)
	$
	1,013.6
	
	$
	574.6
	
	$
	(82.8)
	
	$
	134.0
	
	$
	384.4
	
	$
	1.66
	

	Non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acquisition-related non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Investment and NCI amortization(1) (Net
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues and Compensation and related
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	costs)
	
	5.6
	
	
	7.6
	
	
	—
	
	1.4
	
	
	6.2
	
	
	.03
	

	Acquisition-related retention arrangements(1)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	(17.1)
	
	
	17.1
	
	
	—
	
	3.0
	
	
	14.1
	
	
	.06
	

	Contingent consideration(1) (General, admin
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	and other)
	
	29.9
	
	
	(29.9)
	
	
	—
	
	(3.8)
	
	
	(26.1)
	
	
	(.11)
	

	Intangible assets amortization(1) (General,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	admin and other)
	
	(27.1)
	
	
	27.1
	
	
	—
	
	5.1
	
	
	22.0
	
	
	.09
	

	Transaction costs(2) (General, admin and other)
	
	(.1)
	
	
	.1
	
	
	—
	
	—
	
	.1
	
	
	—
	

	Total acquisition-related non-GAAP
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	adjustments
	
	(8.8)
	
	
	22.0
	
	
	—
	
	5.7
	
	
	16.3
	
	
	.07
	

	Supplemental savings plan liability(3)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	24.7
	
	
	(24.7)
	
	
	26.3
	
	
	.1
	
	
	1.5
	
	
	.01
	

	Consolidated T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment products(4)
	
	(1.3)
	
	
	1.8
	
	
	41.7
	
	
	(.3)
	
	
	17.2
	
	
	.07
	

	Other non-operating income(5)
	
	—
	
	—
	
	11.1
	
	
	(.1)
	
	
	11.2
	
	
	.05
	

	Adjusted Non-GAAP Basis
	$
	1,028.2
	
	$
	573.7
	
	$
	(3.7)
	
	$
	139.4
	
	$
	430.6
	
	$
	1.86
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Three months ended 9/30/2021
	
	
	
	
	
	

	
	
	Operating
	Net operating
	Non-operating
	
	Provision
	
	Net income
	Diluted earnings
	

	
	
	
	
	
	
	(benefit) for
	
	attributable to T.
	
	

	
	
	expenses
	
	income
	
	income (loss)
	income taxes(6)
	
	Rowe Price
	
	per share(7)
	

	U.S. GAAP Basis (FS line item)
	$
	957.9
	
	$
	996.2
	
	$
	(11.5)
	
	$
	227.3
	
	$
	777.2
	
	$
	3.31
	

	Non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Supplemental savings plan liability(3)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	.3
	
	
	(.3)
	
	
	(.1)
	
	
	—
	
	(.5)
	
	
	—
	

	Consolidated T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment products(4)
	
	(1.0)
	
	
	2.8
	
	
	17.1
	
	
	—
	
	.1
	
	
	—
	

	Other non-operating income(5)
	
	—
	
	—
	
	(8.5)
	
	
	.8
	
	
	(9.2)
	
	
	(.04)
	

	Adjusted Non-GAAP Basis
	$
	957.2
	
	$
	998.7
	
	$
	(3.0)
	
	$
	228.1
	
	$
	767.6
	
	$
	3.27
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The following schedules reconcile certain U.S. GAAP financial measures for the nine months ended September 30, 2022 and 2021.

	
	
	
	
	
	
	
	
	Nine months ended 9/30/2022
	
	
	
	
	
	

	
	
	Operating
	Net operating
	Non-operating
	
	Provision
	
	Net income
	Diluted earnings
	

	
	
	
	
	
	
	(benefit) for
	
	attributable to T.
	
	

	
	
	expenses
	
	income
	
	income (loss)
	income taxes(6)
	
	Rowe Price
	
	per share(7)
	

	U.S. GAAP Basis
	$
	2,843.6
	
	$
	2,120.6
	
	$
	(561.2)
	
	$
	399.4
	
	$
	1,291.9
	
	$
	5.54
	

	Non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acquisition-related non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Investment and NCI amortization(1) (Net
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues and Compensation and related
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	costs)
	
	16.9
	
	
	22.8
	
	
	—
	
	6.5
	
	
	16.3
	
	
	.07
	

	Acquisition-related retention arrangements(1)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	(54.3)
	
	
	54.3
	
	
	—
	
	15.4
	
	
	38.9
	
	
	.17
	

	Contingent consideration(1) (General, admin
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	and other)
	
	125.7
	
	
	(125.7)
	
	
	—
	
	(35.7)
	
	
	(90.0)
	
	
	(.40)
	

	Intangible assets amortization(1) (General,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	admin and other)
	
	(81.4)
	
	
	81.4
	
	
	—
	
	23.1
	
	
	58.3
	
	
	.25
	

	Transaction costs(2) (General, admin and other)
	
	(.9)
	
	
	.9
	
	
	—
	
	.2
	
	
	.7
	
	
	—
	

	Total acquisition-related non-GAAP
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	adjustments
	
	6.0
	
	
	33.7
	
	
	—
	
	9.5
	
	
	24.2
	
	
	.09
	

	Supplemental savings plan liability(3)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	169.2
	
	
	(169.2)
	
	
	178.0
	
	
	2.5
	
	
	6.3
	
	
	.03
	

	Consolidated T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment products(4)
	
	(4.2)
	
	
	6.3
	
	
	247.7
	
	
	34.7
	
	
	87.4
	
	
	.38
	

	Other non-operating income(5)
	
	—
	
	—
	
	77.4
	
	
	22.0
	
	
	55.4
	
	
	.24
	

	Adjusted Non-GAAP Basis
	$
	3,014.6
	
	$
	1,991.4
	
	$
	(58.1)
	
	$
	468.1
	
	$
	1,465.2
	
	$
	6.28
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Nine months ended 9/30/2021
	
	
	
	
	
	

	
	
	Operating
	Net operating
	Non-operating
	
	Provision
	
	Net income
	Diluted earnings
	

	
	
	
	
	
	
	(benefit) for
	
	attributable to T.
	
	

	
	
	expenses
	
	income
	
	income (loss)
	income taxes(6)
	
	Rowe Price
	
	per share(7)
	

	U.S. GAAP Basis
	$
	2,862.7
	
	$
	2,847.5
	
	$
	234.5
	
	$
	717.1
	
	$
	2,342.3
	
	$
	9.94
	

	Non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Supplemental savings plan liability(3)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	(59.6)
	
	
	59.6
	
	
	(59.3)
	
	
	.3
	
	
	—
	
	—
	

	Consolidated T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment products(4)
	
	(4.9)
	
	
	9.1
	
	
	(75.7)
	
	
	(13.5)
	
	
	(30.5)
	
	
	(.13)
	

	Other non-operating income(5)
	
	—
	
	—
	
	(71.0)
	
	
	(17.8)
	
	
	(53.2)
	
	
	(.22)
	

	Adjusted Non-GAAP Basis
	$
	2,798.2
	
	$
	2,916.2
	
	$
	28.5
	
	$
	686.1
	
	$
	2,258.6
	
	$
	9.59
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(1) These non-GAAP adjustments remove the impact of acquisition-related amortization and costs including amortization of intangible assets, the recurring fair value remeasurements of the contingent consideration liability, amortization of acquired investment and non-controlling interest basis differences and amortization of compensation-related arrangements. Management believes adjusting for these charges helps the reader's ability to understand our core operating results and to increase comparability period to period.

(2) This non-GAAP adjustment removes the transactions costs incurred related to the acquisition of OHA. Management believes adjusting for these charges helps the reader's ability to understand our core operating results and to increase comparability period to period.

(3) This non-GAAP adjustment removes the compensation expense impact from market valuation changes in the supplemental savings plan liability and the related net gains (losses) on investments designated as an economic hedge against the related liability. Amounts deferred under the supplemental savings plan are adjusted for appreciation (depreciation) of hypothetical investments chosen by participants. We use T. Rowe Price investment products to economically hedge the exposure to these market movements. Management believes it is useful to offset the non-operating investment income (loss) realized on the economic hedges against the related compensation expense and remove the net impact to help the reader's ability to understand our core operating results and to increase comparability period to period.

(4) These non-GAAP adjustments remove the impact that the consolidated T. Rowe Price investment products have on our U.S. GAAP consolidated statements of income. Specifically, we add back the operating expenses and subtracts the investment income of the consolidated T. Rowe Price investment products. The adjustment to operating expenses represents the operating expenses of the consolidated products, net of the elimination of related management and administrative fees. The adjustment to net income attributable to T. Rowe Price represents the net income of the consolidated products, net of redeemable non-controlling interests. Management believes the consolidated T. Rowe Price investment products may impact the reader’s ability to understand our core operating results.

(5) This non-GAAP adjustment represents the other non-operating income (loss) and the net gains (losses) earned on our non-consolidated investment portfolio that are not designated as economic hedges of the supplemental savings plan liability, and that are not part of the cash and discretionary investment portfolio. Management retains the investment gains recognized on the non-consolidated cash and discretionary investments as these assets and related income (loss) are considered part of our core operations. Management believes adjusting for these non-operating income (loss) items helps the reader’s ability to understand our core operating results and increases comparability to prior years. Additionally, management does not emphasize the impact of the portion of non-operating income (loss) removed when managing and evaluating our performance.

(6) The income tax impacts were calculated in order to achieve an overall year-to-date non-GAAP effective tax rate of 24.2% for 2022 and 23.4% for 2021. As such, the non-GAAP effective tax rate for three months ended September 30, 2022 and 2021 was 24.4% and 23.1%, respectively. We estimate that our effective tax rate for the full-year 2022 on a non-GAAP basis will be in the range of 24% to 26%.

(7) This non-GAAP measure was calculated by applying the two-class method to adjusted net income attributable to T. Rowe Price divided by the weighted-average common shares outstanding assuming dilution. The calculation of adjusted net income allocated to common stockholders is as follows:

	
	
	Three months ended
	
	Nine months ended
	

	
	
	9/30/2022
	
	9/30/2021
	
	
	9/30/2022
	
	9/30/2021
	

	Adjusted net income attributable to T. Rowe Price
	$
	430.6
	$
	767.6
	
	$
	1,465.2
	$
	2,258.6
	

	Less: adjusted net income allocated to outstanding restricted stock and stock
	
	10.7
	
	19.4
	
	
	34.1
	
	59.5
	

	unit holders
	
	
	
	
	
	
	
	
	
	

	Adjusted net income allocated to common stockholders
	$
	419.9
	$
	748.2
	
	$
	1,431.1
	$
	2,199.1
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CAPITAL RESOURCES AND LIQUIDITY.

Sources of Liquidity

We have ample liquidity, including cash and investments in T. Rowe Price products, as follows:

	(in millions)
	
	9/30/2022
	
	
	12/31/2021

	Cash and cash equivalents
	$
	2,366.3
	
	$
	1,523.1

	Discretionary investments
	
	446.9
	
	
	554.1

	Total cash and discretionary investments
	
	2,813.2
	
	
	2,077.2

	Redeemable seed capital investments
	
	975.0
	
	
	1,300.1

	Investments used to hedge the supplemental savings plan liability
	
	669.5
	
	
	881.5

	Total cash and investments in T. Rowe Price products
	$
	4,457.7
	
	$
	4,258.8

	
	
	
	
	
	



Our discretionary investment portfolio is comprised of short duration bond funds, which typically yield higher than money market rates, and asset allocation products. Cash and discretionary investments experienced market losses of $ 3.7 million and $58.1 million in the three- and nine-months ended September 30, 2022 compared to market losses of $3.0 million and $28.5 million of market gains in the three- and nine-months ended September 30, 2021. Our subsidiaries outside the United States held cash and discretionary investments of $915.5 million at September 30, 2022 and $764.2 million at December 31, 2021. Given the availability of our financial resources and cash expected to be generated through future operations, we do not maintain an available external source of additional liquidity.

Our seed capital investments are redeemable, although we generally expect to be invested for several years for the products to build an investment performance history and until unrelated third-party investors substantially reduce our relative ownership percentage.

The cash and investment presentation on the unaudited condensed consolidated balance sheet is based on the accounting treatment for the cash equivalent or investment item. The following table details how T. Rowe Price’s interests in cash and investments relate to where they are presented on the unaudited condensed consolidated balance sheet as of September 30, 2022.

	
	
	
	
	
	
	
	
	
	Net assets of
	
	
	

	
	
	
	
	
	
	
	
	
	consolidated T.
	
	
	

	
	
	
	
	
	
	
	
	
	Rowe Price
	
	
	

	(in millions)
	
	Cash and cash
	
	Investments
	
	investment
	
	9/30/2022
	

	
	
	equivalents
	
	
	
	products(1)
	
	
	

	Cash and discretionary investments
	
	$
	2,366.3
	
	$
	433.9
	
	$
	13.0
	
	$
	2,813.2
	

	Seed capital investments
	
	—
	
	332.0
	
	
	643.0
	
	
	975.0
	

	Investments used to hedge the supplemental savings plan
	
	—
	
	669.5
	
	
	—
	
	669.5
	

	liability
	
	
	
	
	
	
	
	
	
	

	Total cash and investments in T. Rowe Price products
	
	2,366.3
	
	
	1,435.4
	
	
	656.0
	
	
	4,457.7
	

	attributable to T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	

	Investments in affiliated private investment funds(2)
	
	—
	
	676.4
	
	
	—
	
	676.4
	

	Investments in CLOs
	
	—
	
	106.6
	
	
	—
	
	106.6
	

	Investment in UTI and other investments
	
	—
	
	261.8
	
	
	—
	
	261.8
	

	Total cash and investments attributable to T. Rowe Price
	
	2,366.3
	
	
	2,480.2
	
	
	656.0
	
	
	5,502.5
	

	Redeemable non-controlling interests
	
	—
	
	—
	
	580.8
	
	
	580.8
	

	As reported on unaudited condensed consolidated balance
	$
	2,366.3
	
	$
	2,480.2
	
	$
	1,236.8
	
	$
	6,083.3
	

	sheet at September 30, 2022
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) The consolidated T. Rowe Price investment products are generally those products we provided seed capital at the time of their formation and we have a controlling interest. These products generally represent U.S. mutual funds as well as those funds regulated outside the U.S. The $13.0 million and the $643.0 million represent the total value at September 30, 2022 of our interest in the consolidated T. Rowe Price investment products. The total net assets of the T. Rowe Price investment products at September 30, 2022 of $1,236.8 million includes assets of $1,284.3 million, less liabilities of $47.5 million as reflected in our unaudited condensed consolidated balance sheets.

(2) Includes $207.0 million of non-controlling interests in consolidated entities and represents the portion of these investments, held by third parties, that we cannot sell in order to obtain cash for general operations.


Page 38
[image: ]

Our unaudited condensed consolidated balance sheet reflects the cash and cash equivalents, investments, other assets and liabilities of those T. Rowe Price investment products we consolidate, as well as redeemable non-controlling interests for the portion of these T. Rowe Price investment products that are held by unrelated third-party investors. Although we can redeem our net interest in these T. Rowe Price investment products at any time, we cannot directly access or sell the assets held by the products to obtain cash for general operations.

Additionally, the assets of these T. Rowe Price investment products are not available to our general creditors. Our interest in these T. Rowe Price investment products was used as initial seed capital and is recategorized as discretionary when it is determined by management that the seed capital is no longer needed. We assess the discretionary investment products and, when we decide to liquidate our interest, we seek to do so in a way as to not impact the product and, ultimately, the unrelated third-party investors.

Uses of Liquidity

We increased our quarterly recurring dividend per common share in February 2022 by 11.1% to $1.20 per common share from $1.08 per common share. Further, we expended $744.0 million in the first nine months of 2022 to repurchase 5.7 million shares, or 2.5% of our outstanding common stock, at an average price of $130.35 per share. These dividends and repurchases were expended using existing cash balances and cash generated from operations. While opportunistic in our approach to stock buybacks, we will generally repurchase our common stock over time to offset the dilution created by our equity-based compensation plans.

Since the end of 2019, we have returned nearly $6.5 billion to stockholders through stock repurchases, regular quarterly dividends, and a special dividend, as follows:

	(in millions)
	Recurring dividend
	Special dividend
	Stock repurchases
	Total cash returned
	

	
	
	
	
	
	to stockholders
	

	2020
	$
	846.0
	
	$
	—
	
	$
	1,192.2
	
	$
	2,038.2
	

	2021
	
	1,003.7
	
	
	699.8
	
	
	1,136.0
	
	
	2,839.5
	

	Nine months ended 9/30/2022
	
	832.8
	
	
	—
	
	744.0
	
	
	1,576.8
	

	Total
	$
	2,682.5
	
	$
	699.8
	
	$
	3,072.2
	
	$
	6,454.5
	

	
	
	
	
	
	
	
	
	
	
	
	
	



We anticipate property, equipment, software and other capital expenditures, including internal labor capitalization, for the full-year 2022 to be about $250 million, of which more than three-quarters is planned for technology initiatives. We expect to fund our anticipated capital expenditures with operating cash flows and other available resources.
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Cash Flows

The following table summarizes the cash flows for the nine months ended September 30, 2022 and 2021, that are attributable to T. Rowe Price, our consolidated T. Rowe Price investment products, and the related eliminations required in preparing the statement.

	
	
	
	
	
	
	
	
	
	Nine months ended
	
	
	
	
	
	
	
	

	
	
	
	
	
	9/30/2022
	
	
	
	
	
	
	
	9/30/2021
	
	
	
	

	
	
	
	
	
	Cash flow
	
	
	
	
	
	
	
	
	Cash flow
	
	
	
	
	

	
	Cash flow
	attributable to
	
	
	
	
	Cash flow
	attributable to
	
	
	
	
	

	
	
	consolidated
	
	
	
	
	
	consolidated
	
	
	
	
	

	
	attributable
	T. Rowe Price
	
	
	As
	attributable
	T. Rowe Price
	
	
	
	As
	

	(in millions)
	to T. Rowe
	
	investment
	Elims
	
	to T. Rowe
	
	investment
	
	Elims
	
	

	
	
	Price
	
	products
	
	reported
	
	Price
	
	products
	
	
	reported
	

	Cash flows from operating activities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net income (loss)
	$
	1,291.9
	
	$
	(254.0)
	
	$122.1
	
	$1,160.0
	
	$
	2,342.3
	
	$
	66.5
	
	$
	(43.9)
	
	$2,364.9
	

	Adjustments to reconcile net income (loss) to
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	net cash provided by operating activities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation and amortization of property,
	
	166.0
	
	
	—
	—
	166.0
	
	
	151.1
	
	
	—
	
	—
	151.1
	

	equipment and software
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Amortization of acquired assets and
	
	158.4
	
	
	—
	—
	158.4
	
	
	—
	
	—
	
	—
	—
	

	liabilities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Fair value remeasurement of contingent
	
	(125.7)
	
	
	—
	—
	(125.7)
	
	
	—
	
	—
	
	—
	—
	

	liability
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation expense
	
	185.7
	
	
	—
	—
	185.7
	
	
	166.3
	
	
	—
	
	—
	166.3
	

	Net (gains) losses recognized on
	
	506.6
	
	
	—
	(122.1)
	
	384.5
	
	
	(188.3)
	
	
	—
	
	43.9
	
	(144.4)
	

	investments
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net redemptions in T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment products used to economically
	
	33.8
	
	
	—
	—
	33.8
	
	
	28.1
	
	
	—
	
	—
	28.1
	

	hedge supplemental savings plan liability
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net change in trading securities held by
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	consolidated T. Rowe Price investment
	
	—
	
	291.0
	
	—
	291.0
	
	
	—
	
	(5.3)
	
	
	—
	(5.3)
	

	products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other changes
	
	236.1
	
	
	21.0
	
	(16.2)
	
	240.9
	
	
	573.1
	
	
	(42.6)
	
	
	(.5)
	
	530.0
	

	Net cash provided by (used in) operating
	
	2,452.8
	
	
	58.0
	
	(16.2)
	
	2,494.6
	
	
	3,072.6
	
	
	18.6
	
	
	(.5)
	
	3,090.7
	

	activities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cash provided by (used in) investing
	
	(54.7)
	
	
	(8.7)
	
	(6.1)
	
	(69.5)
	
	
	108.0
	
	
	(15.6)
	
	
	(34.8)
	
	57.6
	

	activities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cash provided by (used in) financing
	
	(1,554.9)
	
	
	(84.1)
	
	22.3
	
	(1,616.7)
	
	
	(1,913.8)
	
	
	(12.6)
	
	
	35.3
	
	(1,891.1)
	

	activities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Effect of exchange rate changes on cash and
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	cash equivalents of consolidated T. Rowe Price
	
	—
	
	
	11.8
	
	—
	
	11.8
	
	
	—
	
	
	(3.6)
	
	
	—
	
	(3.6)
	

	investment products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net change in cash and cash equivalents
	
	843.2
	
	
	(23.0)
	
	—
	820.2
	
	
	1,266.8
	
	
	(13.2)
	
	
	—
	1,253.6
	

	during period
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and cash equivalents at beginning of
	
	1,523.1
	
	
	101.1
	
	—
	1,624.2
	
	
	2,151.7
	
	
	104.8
	
	
	—
	2,256.5
	

	year
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and cash equivalents at end of period
	$
	2,366.3
	
	$
	78.1
	
	$   —
	
	$2,444.4
	
	$
	3,418.5
	
	$
	91.6
	
	$
	—
	
	$3,510.1
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Operating Activities

Operating activities attributable to T. Rowe Price during the first nine months of 2022 provided cash flows of $2,452.8 million as compared to $3,072.6 million during the first nine months of 2021. Operating cash flows attributable to T. Rowe Price decreased $619.8 million, including a $1,050.4 million decrease in net income from the first nine months of 2021 and a decrease in timing differences primarily on the cash settlement of our assets and liabilities of $337.0 million. These decreases were partially offset by a higher add back of $ 761.9 million in non-cash adjustments, including unrealized investment gains/losses, depreciation, amortization of acquisition-related assets and retention arrangements, the fair value remeasurement of the contingent consideration liability, stock-based compensation expense, and other noncash items. The non-cash adjustments were primarily driven by $506.6 million in net investment losses in the first nine months of 2022 compared with $188.3 million in net investment gains in the first nine months of 2021. Additionally, in 2022, we had net proceeds of $33.8 million from certain investment products that economically hedge our supplemental savings plan liability compared to net proceeds of $28.1 million in the same period of 2021. Our interim operating cash flows do not include the cash impact of variable compensation that is accrued throughout the year before being substantially paid out in December. The remaining change in reported cash flows from operating activities was attributable to the net change in trading securities held in our consolidated investment products’ underlying portfolios.

Investing Activities

Net cash used in investing activities that are attributable to T. Rowe Price totaled $54.7 million in the first nine months of 2022 compared with $108.0 million of cash provided by investing activities in the 2021 period. During 2022, net proceeds from the sale of certain of our discretionary investments of $ 113.1 million were lower compared to $238.1 million during 2021. We also increased the level of seed capital provided to the T. Rowe Price consolidated investment products by $28.7 million. We eliminate our seed capital in those T. Rowe Price investment products we consolidate in preparing our unaudited condensed consolidated statement of cash flows. In addition, we decreased our property, equipment and software expenditures by $1.5 million. The remaining $6.9 million change in reported cash flows from investing activities is related to the net cash removed from our balance sheet from consolidating and deconsolidating investment products.

Financing Activities

Net cash used in financing activities attributable to T. Rowe Price were $1,554.9 million in the first nine months of 2022 compared with

$1,913.8 million in the 2021 period. During the first nine months of 2022, we used $744.0 million to repurchase 5.7 million shares compared to $526.6 million to repurchase 2.9 million shares in the first nine months of 2021. The $621.6 million decrease in dividends paid in 2022 is a result of a special cash dividend paid in July 2021 that did not recur in 2022, partially offset by the 11.1% increase in our quarterly dividend per share in 2022. In addition, $8.4 million in net distributions to non-controlling interests in consolidated entities increased net cash used in financing activities. The remaining change in reported cash flows from financing activities is primarily attributable to $61.8 million in net redemptions from redeemable non-controlling interest holders of our consolidated investment products during the first nine months of 2022 as compared to $22.7 million in net subscriptions received from redeemable non-controlling interest holders of our consolidated investment products during the first nine months of 2021.

CRITICAL ACCOUNTING POLICIES.

The preparation of financial statements often requires the selection of specific accounting methods and policies from among several acceptable alternatives. Further, significant estimates and judgments may be required in selecting and applying those methods and policies in the recognition of the assets and liabilities in our unaudited condensed consolidated balance sheets, the revenues and expenses in our unaudited condensed consolidated statements of income, and the information that is contained in our significant accounting policies and notes to unaudited condensed consolidated financial statements. Making these estimates and judgments requires the analysis of information concerning events that may not yet be complete and of facts and circumstances that may change over time. Accordingly, actual amounts or future results can differ materially from those estimates that we include currently in our unaudited condensed consolidated financial statements, significant accounting policies, and notes.

There have been no material changes in the critical accounting policies previously identified in our 2021 Annual Report on Form 10-K.
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NEWLY-ISSUED BUT NOT YET ADOPTED ACCOUNTING GUIDANCE.

See Note 1 - The Company and Basis of Preparation note within Item 1. Financial Statements for a discussion of newly issued but not yet adopted accounting guidance.

FORWARD-LOOKING INFORMATION.

From time to time, information or statements provided by or on behalf of T. Rowe Price, including those within this report, may contain certain forward-looking information, including information or anticipated information relating to: our revenues, net income, and earnings per share of common stock; changes in the amount and composition of our assets under management; our expense levels; our tax rate; the timing and expense related to the integration of OHA with and into our business; legal or regulatory developments; geopolitical instability; interest rates and currency fluctuations; and our expectations regarding financial markets, future transactions, dividends, stock repurchases, investments, new products and services, capital expenditures, changes in our effective fee rate, the impact of the coronavirus pandemic, and other industry or market conditions. Readers are cautioned that any forward-looking information provided by or on behalf of T. Rowe Price is not a guarantee of future performance. Actual results may differ materially from those in forward-looking information because of various factors including, but not limited to, those discussed below and in Item 1A, Risk Factors, included in our Form 10-K Annual Report for 2021. Further, forward-looking statements speak only as of the date on which they are made, and we undertake no obligation to update any forward-looking statement to reflect events or circumstances after the date on which it is made or to reflect the occurrence of unanticipated events.

Our future revenues and results of operations will fluctuate primarily due to changes in the total value and composition of assets under our management. Such changes result from many factors, including, among other things: cash inflows and outflows in the U.S. mutual funds, subadvised funds, separately managed accounts, collective investment trusts, and other investment products, performance fees, capital allocation-based income, fluctuations in global financial markets that result in appreciation or depreciation of the assets under our management, our introduction of new mutual funds and investment products, changes in retirement savings trends relative to participant-directed investments and defined contribution plans, and the impact of the coronavirus outbreak. The ability to attract and retain investors’ assets under our management is dependent on investor sentiment and confidence; the relative investment performance of the T. Rowe Price mutual funds and other managed investment products as compared with competing offerings and market indexes; the ability to maintain our investment management and administrative fees at appropriate levels; the impact of changes in interest rates and inflation; competitive conditions in the mutual fund, asset management, and broader financial services sectors; our level of success in implementing our strategy to expand our business, including our establishment of T. Rowe Price Investment Management as a separate registered investment adviser; and our ability to attract and retain key personnel. Our revenues are substantially dependent on fees earned under contracts with the T. Rowe Price funds and could be adversely affected if the independent directors of one or more of the T. Rowe Price funds terminated or significantly altered the terms of the investment management or related administrative services agreements. Non-operating investment income will also fluctuate primarily due to the size of our investments, changes in their market valuations, and any other-than-temporary impairments that may arise or, in the case of our equity method investments, our proportionate share of the investees' net income.

Our future results are also dependent upon the level of our expenses, which are subject to fluctuation for the following or other reasons: changes in the level of our advertising and promotion expenses in response to market conditions, including our efforts to expand our investment advisory business to investors outside the U.S. and to further penetrate our distribution channels within the U.S.; the pace and level of spending to support key strategic priorities, including the integration of OHA with and into our business; variations in the level of total compensation expense due to, among other things, bonuses, restricted stock units and other equity grants, other incentive awards, our supplemental savings plan, changes in our employee count and mix, and competitive factors; any goodwill or other asset impairment that may arise; fluctuation in foreign currency exchange rates applicable to the costs of our international operations; expenses and capital costs, such as technology assets, depreciation, amortization, and research and development, incurred to maintain and enhance our administrative and operating services infrastructure; the timing of the assumption of all third party research payments, unanticipated costs that may be incurred to protect investor accounts and the goodwill of our clients; and disruptions of services, including those provided by third parties, such as fund and product recordkeeping, facilities, communications, power, and the mutual fund transfer agent and accounting systems.
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Our business is also subject to substantial governmental regulation, and changes in legal, regulatory, accounting, tax, and compliance requirements may have a substantial effect on our operations and results, including, but not limited to, effects on costs that we incur and effects on investor interest in T. Rowe Price investment products and investing in general or in particular classes of mutual funds or other investments.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

There has been no material change in our market risks from those provided in Item 7A of the Form 10-K Annual Report for 2021.

Item 4. Controls and Procedures.

Our management, including our principal executive and principal financial officers, has evaluated the effectiveness of our disclosure controls and procedures as of September 30, 2022. Based on that evaluation, our principal executive and principal financial officers have concluded that our disclosure controls and procedures as of September 30, 2022, are effective at the reasonable assurance level to ensure that the information required to be disclosed by us in the reports that we file or submit under the Securities Exchange Act of 1934, including this Form 10-Q quarterly report, is recorded, processed, summarized, and reported, within the time periods specified in the Securities and Exchange Commission’s rules and forms, and to ensure that information required to be disclosed by us in the reports that we file or submit under the Exchange Act is accumulated and communicated to our management, including our principal executive and principal financial officers, or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure.

Our management, including our principal executive and principal financial officers, has evaluated any change in our internal control over financial reporting that occurred during the third quarter of 2022, and has concluded that there was no change during the third quarter of 2022 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II – OTHER INFORMATION

Item 1. Legal Proceedings.

For information about our legal proceedings, please see our Commitments and Contingencies footnote to our unaudited condensed consolidated financial statements in Part 1. of this Form 10-Q.

Item 1A. Risk Factors.

There have been no material changes in the information provided in Item 1A of our Form 10-K Annual Report for 2021.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

(c) Repurchase activity during the third quarter of 2022 is as follows:

	
	
	
	
	
	
	
	Total Number of
	
	Maximum Number of
	

	
	
	Total Number of
	
	Average Price
	Shares Purchased as
	
	Shares that May Yet Be
	

	Month
	
	
	
	Part of Publicly
	
	Purchased Under the
	

	
	Shares Purchased
	
	Paid per Share
	Announced Program
	
	Program
	

	July
	
	65,723
	
	$
	117.71
	
	65,000
	
	11,693,640
	

	August
	571,413
	
	$
	123.36
	
	560,544
	11,133,096
	

	September
	1,316,888
	
	$
	112.30
	
	1,315,000
	9,818,096
	

	Total
	1,954,024
	
	$
	115.72
	
	1,940,544
	
	
	

	
	
	
	
	
	
	
	
	
	
	



Shares repurchased by us in a quarter may include repurchases conducted pursuant to publicly announced board authorization, outstanding shares surrendered to the company to pay the exercise price in connection with swap exercises of employee stock options, and shares withheld to cover the minimum tax withholding obligation associated with the vesting of restricted stock awards. Of the total number of shares purchased during the third
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quarter of 2022, 13,480 were related to shares surrendered in connection with employee stock option exercises and no shares were withheld to cover tax withholdings associated with the vesting of restricted stock awards.

The following table details the changes in and status of the Board of Directors’ outstanding publicly announced board authorizations.

	
	
	
	
	Total Number of
	Maximum Number of
	

	Authorization Dates
	
	7/1/2022
	
	
	Shares that May Yet Be
	

	
	
	
	
	Shares Purchased
	
	Purchased at 9/30/2022
	

	March 2020
	11,758,640
	
	(1,940,544)
	
	9,818,096
	

	
	
	
	
	
	
	
	



Item 3. Defaults Upon Senior Securities.

Not applicable.

Item 4. Mine Safety Disclosures.

Not applicable.

Item 5. Other Information.

On October 27, 2022, we issued an earnings release reporting our results of operations for the third quarter of 2022. A copy of that earnings release is furnished herewith as Exhibit 99.1. This information shall not be deemed filed for purposes of Section 18 of the Securities Exchange Act of 1934, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933.

Item 6. Exhibits.

The following exhibits required by Item 601 of Regulation S-K are furnished herewith.


3(i)

3(ii)

15

31(i).1

31(i).2

32

99.1

101



Charter of T. Rowe Price Group, Inc., as reflected by Articles of Restatement dated June 20, 2018. (Incorporated by reference from Form 10-Q Quarterly Report filed on July 25, 2018.)

Amended and Restated By-Laws of T. Rowe Price Group, Inc. as of February 9, 2021. (Incorporated by reference from Form 10-K Annual Report filed on February 11, 2021.)

Report from KPMG LLP, independent registered public accounting firm, re unaudited interim financial information.

Rule 13a-14(a) Certification of Principal Executive Officer.

Rule 13a-14(a) Certification of Principal Financial Officer.

Section 1350 Certifications.

Earnings release issued October 27, 2022, reporting our results of operations for the third quarter of 2022.

The following series of unaudited XBRL-formatted documents are collectively included herewith as Exhibit 101. The financial




101.INS

101.SCH

101.CAL

101.LAB

101.PRE

101.DEF


information is extracted from T. Rowe Price Group’s unaudited condensed consolidated interim financial statements and notes that are included in this Form 10-Q Report.

XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the Inline XBRL document.

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Calculation Linkbase Document

XBRL Taxonomy Label Linkbase Document

XBRL Taxonomy Presentation Linkbase Document

XBRL Taxonomy Definition Linkbase Document
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized on October 27, 2022.

T. Rowe Price Group, Inc.

By:	/s/ Jennifer B. Dardis

Vice President, Chief Financial Officer and Treasurer
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EXHIBIT 15


Letter from KPMG LLP, independent registered public accounting firm, re unaudited interim financial information



October 27, 2022

T. Rowe Price Group, Inc.

Baltimore, Maryland


Re: Registration Statements No. 33-7012, No. 333-59714, No. 333-120882, No. 333-120883, No. 333-142092, No. 333-167317, No. 333-180904, No. 333-199560, No. 333-212705 , No. 333-217483, and No. 333-238319.

With respect to the subject registration statements, we acknowledge our awareness of the use therein of our report dated October 27, 2022 related to our review of interim financial information.

Pursuant to Rule 436 under the Securities Act of 1933 (the Act), such report is not considered part of a registration statement prepared or certified by an independent registered public accounting firm, or a report prepared or certified by an independent registered public accounting firm within the meaning of Sections 7 and 11 of the Act.


/s/ KPMG LLP

Baltimore, Maryland

EXHIBIT 31(i).1	Rule 13a-14(a) Certification of Principal Executive Officer


I, Robert W. Sharps, certify that:

1.I have reviewed this Form 10-Q Quarterly Report for the quarterly period ended September 30, 2022 of T. Rowe Price Group, Inc.;

2.Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5.The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.



October 27, 2022

/s/ Robert W. Sharps

Chief Executive Officer and President

EXHIBIT 31(i).2	Rule 13a-14(a) Certification of Principal Financial Officer


I, Jennifer B. Dardis, certify that:

1.I have reviewed this Form 10-Q Quarterly Report for the quarterly period ended September 30, 2022 of T. Rowe Price Group, Inc.;

2.Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5.The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.



October 27, 2022

/s/ Jennifer B. Dardis

Vice President, Chief Financial Officer and Treasurer

EXHIBIT 32	Section 1350 Certifications


We certify, to the best of our knowledge, based upon a review of the Form 10-Q Quarterly Report for the quarterly period ended

September 30, 2022, of T. Rowe Price Group, Inc., that:

(1) The Form 10-Q Quarterly Report fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934, as amended; and

(2) The information contained in the Form 10-Q Quarterly Report fairly presents, in all material respects, the financial condition and results of operations of T. Rowe Price Group, Inc.

October 27, 2022

/s/ Robert W. Sharps

Chief Executive Officer and President

/s/ Jennifer B. Dardis

Vice President, Chief Financial Officer and Treasurer
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NEWS RELEASE

T. ROWE PRICE GROUP REPORTS THIRD QUARTER 2022 RESULTS

BALTIMORE (October 27, 2022) - T. Rowe Price Group, Inc. (NASDAQ-GS: TROW) today reported its results for the third quarter of 2022.

· Quarter end assets under management of $1.23 trillion

· Net client outflows of $24.6 billion

· Net revenues of $1.6 billion, including capital allocation-based income of $1.1 million

· Diluted earnings per common share (EPS) of $1.66; Adjusted non-GAAP diluted EPS of $1.86

· Returned $500.9 million to stockholders in Q3 2022, including $224.5 million of share repurchases

· Solid investment performance over longer time horizons

Financial Highlights

	
	
	
	
	
	
	
	
	
	
	Three months ended
	
	
	
	
	

	(in millions, except per-share data)
	
	9/30/2022(1)
	
	
	9/30/2021
	
	% change
	
	6/30/2022(1)
	
	% change
	

	U.S. GAAP basis
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Investment advisory fees
	$
	1,442.0
	
	$
	1,813.4
	
	(20.5)%
	
	$
	1,496.7
	
	(3.7)%
	

	Capital allocation-based income(2)(3)
	$
	1.1
	
	$
	—
	n/m
	$
	(126.3)
	
	n/m
	

	Net revenues
	$
	1,588.2
	
	$
	1,954.1
	
	(18.7)%
	
	$
	1,513.0
	
	5.0 %
	

	Operating expenses
	$
	1,013.6
	
	$
	957.9
	
	5.8 %
	
	$
	844.4
	
	20.0 %
	

	Net operating income
	$
	574.6
	
	$
	996.2
	
	(42.3)%
	
	$
	668.6
	
	(14.1)%
	

	Non-operating income (loss)(3)
	$
	(82.8)
	
	$
	(11.5)
	
	n/m
	$
	(279.9)
	
	n/m
	

	Net income attributable to T. Rowe Price
	$
	384.4
	
	$
	777.2
	
	(50.5)%
	
	$
	339.6
	
	13.2 %
	

	Diluted earnings per common share
	$
	1.66
	
	$
	3.31
	
	(49.8)%
	
	$
	1.46
	
	13.7 %
	

	Weighted average common shares outstanding assuming dilution
	
	226.3
	
	
	229.1
	
	(1.2)%
	
	
	227.9
	
	(.7)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjusted non-GAAP basis(4)
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating expenses
	$
	1,028.2
	
	$
	957.2
	
	7.4 %
	
	$
	947.3
	
	8.5 %
	

	Net operating income
	$
	573.7
	
	$
	998.7
	
	(42.6)%
	
	$
	579.7
	
	(1.0)%
	

	Non-operating income (loss)(3)
	$
	(3.7)
	
	$
	(3.0)
	
	n/m
	$
	(30.6)
	
	n/m
	

	Net income attributable to T. Rowe Price
	$
	430.6
	
	$
	767.6
	
	(43.9)%
	
	$
	417.7
	
	3.1 %
	

	Diluted earnings per common share
	$
	1.86
	
	$
	3.27
	
	(43.1)%
	
	$
	1.79
	
	3.9 %
	

	Assets under Management
	(5)
	(in billions)
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Average assets under management
	$
	1,347.5
	
	$
	1,648.7
	
	(18.3)%
	
	$
	1,407.1
	
	(4.2)%
	

	
	Ending assets under management
	$
	1,230.0
	
	$
	1,612.3
	
	(23.7)%
	
	$
	1,309.7
	
	(6.1)%
	

	Investment advisory effective fee rate (in bps)
	
	42.5
	
	
	43.6
	
	(2.5)%
	
	
	42.7
	
	(.5)%
	



(1) The firm's Q2 and Q3 2022 operating results include the results of OHA following its acquisition on December 29, 2021.
(2) Capital allocation-based income fluctuates period to period as it reflects the adjustment to accrued carried interest. The realization of accrued carried interest occurs over a number of years.
(3) The percentage change is not meaningful (n/m).

(4) Adjusts the U.S. GAAP basis for the impact of consolidated T. Rowe Price investment products, the impact of market movements on the supplemental savings plan liability and related economic hedges, investment income related to certain other investments, acquisition-related amortization and costs, and certain nonrecurring charges and gains, if any. The firm believes the non-GAAP financial measures provide relevant and meaningful information to investors about its core operating results. See the reconciliation to the comparable U.S. GAAP measures at the end of this earnings release.

(5) Assets under management for the 2021 period do not include the acquired fee-basis assets under management related to the OHA acquisition.
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Management Commentary

Rob Sharps, chief executive officer and president, commented, “Global equity markets were lower in the third quarter with overseas returns for U.S. investors further pressured by a steep decline in major currencies against the dollar. Bond returns were also negative as the Bloomberg U.S. Aggregate Index closed out the quarter with its worst month since 1980. The third quarter began on a note of optimism as signs emerged that the Fed was making progress in tamping down inflation without causing too much harm to the economy. Hopes that 'peak inflation' would result in a 'soft landing' appeared to evaporate in the middle of the quarter, however, as investors reacted to a rebound in core inflation in the U.S. and some weak economic readings, particularly overseas.

“Our assets under management ended the quarter at $1.23 trillion, down 6% from June 30. Average assets under management were down 4% and quarterly investment advisory revenues of $1.4 billion were down 4% from the prior quarter and down 20% from third quarter 2021. Expenses, which include OHA in 2022, were up 6% on a GAAP basis and up 7% on a non-GAAP basis over third quarter 2021.

“Throughout this year, we have taken steps to slow our expense growth, including focusing on our highest priority initiatives, slowing hiring, and reducing planned third party spend. We continue to evaluate market conditions and will consider other levers as needed to manage expense growth and support our ability to invest in strategic initiatives.

“Our cash position remains strong, ending the quarter with $2.8 billion in cash and discretionary investments on the balance sheet. During the quarter, we paid our $1.20 regular dividend and repurchased 1.9 million shares, reducing our shares outstanding by 5.7 million shares year to date.

“Many of our equity and fixed income strategies have performed well during recent market volatility. However, certain of our equity strategies have posted weaker returns which do not meet the high standards we strive to deliver for our clients. We continue to believe that our robust research resources and fundamental investment processes will allow us to deliver strong, long-term performance across our broad range of strategies, despite these recent performance challenges.

“Outflows of $24.6 billion in the quarter continue to be largely driven by a handful of growth-oriented equity strategies, amplified in this quarter with redemptions from a few large institutional clients. Fixed income outflows were $2.4 billion in the quarter. We saw inflows this quarter to our target date franchise, our U.S. equity research product, and our full-service defined contribution channel. We remain confident that a combination of improved investment performance and our ongoing investments in new capabilities will allow us to return to positive flows over time as market conditions stabilize.

“We continue to focus on our strategic priorities to position the business for long-term success and are proud of several milestones.

Highlights from Q3 include:

· At the end of September, we celebrated the 20th anniversary of the launch of our first retirement funds, the start of what is now our $312 billion target date retirement franchise. All four anniversary vintages rank first in their respective Morningstar categories for the 20-year period.

· T. Rowe Price Investment Management, Inc. (TRPIM) filed its first disaggregated holdings, a final step in the process of establishing our separate SEC-registered U.S. investment adviser.

2

· We were honored to be named to several of Forbes’ ‘Best Employer’ award lists, including: World’s Best Employers 2022, America’s Best Employers for Women 2022, and Best-in-State Employers 2022, ranking second in Maryland and in the top 25 in Colorado.

“We have a strong culture and a history of delivering solid, long-term investments results and world-class client service. We are committed to preserving these attributes while adapting to the needs of our clients and evolving our priorities thoughtfully to meet that demand. I would like to thank our associates whose hard work make all of this possible.”

Assets Under Management

During Q3 2022, assets under management (AUM) decreased $79.7 billion to $1.23 trillion. Market depreciation, along with net distributions not reinvested, of $55.1 billion and net cash outflows of $24.6 billion reduced the firm's AUM during Q3 2022. Clients transferred $3.3 billion in net assets from the U.S. mutual funds primarily to collective investment trusts and other investment products, of which $2.2 billion transferred into the retirement date trusts. The components of the change in AUM, by vehicle and asset class, are shown in the tables below.

	
	
	
	
	
	
	
	
	
	
	
	Three months ended 9/30/2022
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Subadvised funds
	
	Collective investment
	
	
	

	(in billions)
	
	
	
	
	U.S. mutual funds
	
	
	and separate
	
	
	trusts and other
	
	Total
	

	
	
	
	
	
	
	
	
	accounts
	
	investment products
	
	
	

	Assets under management at beginning of period
	
	
	
	$
	657.1
	
	
	$
	332.8
	
	$
	319.8
	
	$
	1,309.7
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cash flows before client transfers
	
	
	
	
	
	(11.2)
	
	
	
	
	(14.4)
	
	
	
	1.0
	
	
	(24.6)
	

	Client transfers
	
	
	
	
	
	(3.3)
	
	
	
	
	.5
	
	
	
	2.8
	
	
	—
	

	Net cash flows after client transfers
	
	
	
	
	
	(14.5)
	
	
	
	
	(13.9)
	
	
	
	3.8
	
	
	(24.6)
	

	Net market depreciation and losses
	
	
	
	
	
	(27.9)
	
	
	
	
	(12.4)
	
	
	
	(14.6)
	
	
	(54.9)
	

	Net distributions not reinvested
	
	
	
	
	
	(.2)
	
	
	
	
	—
	
	
	—
	
	(.2)
	

	Change during the period
	
	
	
	
	
	(42.6)
	
	
	
	
	(26.3)
	
	
	
	(10.8)
	
	
	(79.7)
	

	Assets under management at September 30, 2022
	
	
	
	$
	614.5
	
	
	$
	306.5
	
	$
	309.0
	
	$
	1,230.0
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	Three months ended 9/30/2022
	
	
	

	
	
	
	
	
	
	Fixed income,
	
	
	
	
	
	
	
	
	
	
	

	(in billions)
	
	Equity
	
	
	including money
	
	
	Multi-asset(1)
	
	
	Alternatives(2)
	
	Total
	

	
	
	
	
	
	market
	
	
	
	
	
	
	
	
	

	Assets under management at beginning of period
	$
	699.6
	
	
	$
	171.1
	
	
	
	$
	395.9
	
	
	$
	43.1
	
	$
	1,309.7
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cash flows
	
	(22.8)
	
	
	
	(2.4)
	
	
	
	.8
	
	
	
	(.2)
	
	
	(24.6)
	

	Net market depreciation and losses(3)
	
	(29.0)
	
	
	
	(3.3)
	
	
	
	(22.6)
	
	
	
	(.2)
	
	
	(55.1)
	

	Change during the period
	
	(51.8)
	
	
	
	(5.7)
	
	
	
	(21.8)
	
	
	
	(.4)
	
	
	(79.7)
	

	Assets under management at September 30, 2022
	$
	647.8
	
	
	$
	165.4
	
	
	
	$
	374.1
	
	
	$
	42.7
	
	$
	1,230.0
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) The underlying AUM of the multi-asset portfolios have been aggregated and presented in this category and not reported in the equity and fixed income columns.
(2) The alternatives asset class includes strategies authorized to invest more than 50% of its holdings in private credit, leveraged loans, mezzanine, real assets/CRE, structured products, stressed/distressed, non-investment grade CLOs, special situations, or have absolute return as its investment objective. Generally, only those strategies with longer than daily liquidity are included.
(3) Includes distributions reinvested and not reinvested.


AUM in the firm's target date retirement products, which are reported as part of the multi-asset column in the table above, were $311.5 billion at September 30, 2022, compared with $327.1 billion at June 30, 2022. These portfolios experienced net cash inflows of $3.5 billion for Q3 2022.
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Investors domiciled outside the United States accounted for 9.0% of the firm's AUM at September 30, 2022, 9.4% at June 30, 2022, and 9.9% at December 31, 2021.

The firm provides participant accounting and plan administration for defined contribution retirement plans that invest in the firm's U.S. mutual funds and collective investment trusts, as well as funds managed outside of the firm's complex. As of September 30, 2022, the firm's assets under administration were $206 billion, of which $125 billion were assets we manage.

In recent years, the firm began offering non-discretionary advisory services through model delivery and multi-asset solutions for providers to implement. The firm records the revenue earned on these services in administrative fees. The assets under advisement in these portfolios, predominantly in the United States, were $7 billion at

September 30, 2022.

Financial Results

Net revenues earned in Q3 2022 were $1.6 billion, a decrease of 18.7% from Q3 2021. Average AUM in Q3 2022 were $1.35 trillion, a decrease of 18.3% from Q3 2021. The firm did not waive money market investment advisory fees in Q3 2022 and does not expect to waive any fees for the remainder of the year. In Q3 2021, the firm voluntarily waived money market investment advisory fees of $13.7 million.

· Investment advisory revenues earned in Q3 2022 from the firm's U.S. mutual funds were $841.7 million, a decrease of 25.2% from Q3 2021. Average AUM in these funds decreased 23.1% to $677.6 billion in Q3 2022 from Q3 2021.

· Investment advisory revenues earned in Q3 2022 from subadvised funds, separate accounts, collective investment trusts and other investment products were $600.3 million, a decrease of 12.7% from Q3 2021. Average AUM for these products decreased 12.7% to $669.9 billion in Q3 2022 from Q3 2021. Investment advisory revenues and average AUM in Q3 2022 reflect OHA's revenue and related average AUM.

· The investment advisory fee annualized effective fee rate of 42.5 basis points in Q3 2022 decreased from 42.7 basis points earned in Q2 2022 and 43.6 basis points earned in Q3 2021. In comparison to Q2 2022, the annualized effective fee rate was primarily driven by a mix shift toward lower fee asset classes and vehicles as a result of market declines and net flows. In comparison to Q3 2021, these changes were slightly offset by the higher-than-average effective fee rate earned on the firm's alternative asset class and lower money market fee waivers. Over time, the firm's effective fee rate can be impacted by market or cash flow related shifts among asset and share classes, price changes in existing products, and asset level changes in products with tiered-fee structures.
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· Capital allocation-based income in Q3 2022 increased net revenues by $1.1 million. Capital allocation-based income will fluctuate quarter-to-quarter to reflect the adjustment to accrued carried interest for the change in value of the affiliated funds' underlying investments assuming the value was realized as of the end of the period, regardless of whether the funds' underlying investments have been realized. The realization of accrued carried interest occurs over a number of years. The Q3 2022 amount represents an increase of $14.3 million in accrued carried interest, substantially offset by $13.2 million in non-cash amortization associated with the difference in the closing date fair value and carrying value of investments acquired as part of the OHA acquisition. For detail of the change in accrued carried interest, which is reported as investments on the condensed consolidated balance sheet, from the end of 2021, including realized carry distributions, see the applicable table at the end of this release.

· Administrative, distribution, and servicing fees in Q3 2022 were $145.1 million, an increase of 3.1% from Q3 2021. The increase was primarily attributable to higher transfer agent servicing activities provided to the T. Rowe Price mutual funds for retail shareholders and higher trustee services revenue, partially offset by lower 12b-1 fees earned from certain share classes of the U.S. mutual funds.

Operating expenses in Q3 2022 were $1,013.6 million, an increase of 5.8% compared to Q3 2021 and an increase of 20.0% compared to Q2 2022. On a non-GAAP basis, the firm's operating expenses in Q3 2022 were
$1,028.2 million, a 7.4% increase over Q3 2021 and an increase of 8.5% compared to Q2 2022. The firm's 2022 operating expenses include OHA's operating expenses, including the accrued carried interest compensation associated with the capital allocation-based income. OHA's operating expenses primarily impact compensation expense; technology, occupancy, and facility costs; and general, administrative and other costs. The accrued carried interest compensation is reported in non-controlling interest in the condensed consolidated balance sheet.

Approximately 63% of the increase in the firm's non-GAAP operating expenses compared to Q2 2022 was attributable to the accrued carried interest compensation associated with the increase in capital allocation-based income recognized in Q3 2022 compared to Q2 2022. In comparison to Q3 2021, the increase in non-GAAP operating expenses was primarily attributable to salaries and benefits, including non-cash stock-based compensation expense; the addition of OHA operating expenses; and higher costs related to the ongoing investment in the firm's technology capabilities. These increases were mostly offset by lower distribution and servicing costs and a lower interim bonus accrual.

· Compensation and related costs on a U.S. GAAP basis were $588.1 million in Q3 2022, an increase of $23.5 million, or 4.2%, compared to Q3 2021 and an increase of $124.7 million, or 26.9%, from Q2 2022. Compensation and related costs, excluding the impact of the supplemental savings plan, accrued carried interest compensation, and non-cash amortization of certain acquisition-related retention arrangements, were $595.6 million in Q3 2022, an increase of 5.4% compared to Q3 2021. The third quarter of 2022 includes higher salaries and benefits from increased average headcount and base salary increases made in
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January and July 2022, the inclusion of OHA compensation expenses, and a lower interim bonus accrual. The firm employed 7,990 associates at September 30, 2022, an increase of 6.1% from the end of 2021.

· Distribution and servicing costs were $69.9 million in Q3 2022, a decrease of $26.1 million, or 27.2% from the $96.0 million recognized in Q3 2021 and a decrease of $5.8 million, or 7.7%, from Q2 2022. The decrease from Q3 2021 was primarily driven from lower average AUM of certain share classes of the U.S. mutual funds and of the firm's international products, including the Japanese Investment Trusts (ITMs) and certain SICAV share classes. These distribution costs are offset entirely in net revenues. For the ITMs and SICAVs, the related revenue is recognized in investment advisory revenues.

· Advertising and promotion expenses were $24.3 million in Q3 2022, an increase of $2.2 million, or 10.0%, from Q3 2021 and an increase of $2.9 million, or 13.6% from Q2 2022. The increase from Q3 2021 was primarily driven by an increase in sponsorships and promotion-related costs during the 2022 quarter.

· Product and recordkeeping related expenses were $75.6 million in Q3 2022, an increase of $5.3 million, or 7.5%, from Q3 2021 and a decrease of $.7 million, or .9% from Q2 2022. Approximately 60% of the increase from Q3 2021 was driven by increased recordkeeping costs incurred as part of the expanded relationship with Fidelity National Information Services, Inc. (FIS) that began in August 2021. These recordkeeping costs are being partially offset by lower compensation expenses related to the approximately 800 associates who transitioned to FIS in August 2021. These compensation expenses are recorded in compensation and related costs.

· Technology, occupancy, and facility costs were $143.6 million in Q3 2022, an increase of $20.5 million, or 16.7%, from Q3 2021 and an increase of $9.3 million, or 6.9%, from Q2 2022. The increase from Q3 2021 was primarily due to increased office facility costs, primarily related to higher rent expense; ongoing investment in the firm's technology capabilities, including hosted solution licenses; and related depreciation.

· General, administrative, and other costs were $112.1 million in Q3 2022, an increase of $30.3 million, or 37.0%, compared to the $81.8 million recognized in Q3 2021 and an increase of $38.8 million, or 52.9%, from Q2 2022. The increase from Q3 2021 was primarily related to higher travel and information services as well as certain nonrecurring costs incurred during Q3 2022. The Q3 2022 results also include a net favorable impact of $2.8 million as the acquisition-related amortization was more than offset by the reduction in the fair value of the contingent consideration liability.
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The firm continues to expect its forecasted 2022 non-GAAP operating expenses growth to be in the range of 4% to 7%. The range reflects lower market-related expenses and continued efforts to manage expense growth. The addition of OHA's operating expenses, since the acquisition at the end of 2021, is driving nearly all of the 2022 forecasted expense growth. The firm could elect to further adjust its expense growth should unforeseen circumstances arise, including significant market movements.

Non-operating income (loss). Non-operating loss was $82.8 million in Q3 2022, as compared to non-operating loss of $11.5 million in Q3 2021. The firm's consolidated products and the supplemental savings plan hedge portfolio comprised approximately 82% of the net losses recognized during Q3 2022. The cash and discretionary investment portfolio also experienced net investment losses of $3.7 million during Q3 2022. The components of non-operating income (loss) for Q3 2022 and Q3 2021 are included in the tables at the end of this release.

Income taxes. The following reconciles the statutory federal income tax rate to the firm's effective tax rate for the third quarter and the first nine months of 2022 and 2021:

	
	Three months ended
	
	Nine months ended
	

	
	9/30/2022
	
	9/30/2021
	
	
	9/30/2022
	
	9/30/2021
	

	Statutory U.S. federal income tax rate
	21.0 %
	
	21.0 %
	
	
	21.0 %
	
	21.0 %
	

	State income taxes for current year, net of federal income tax
	3.4
	
	3.8
	
	
	3.5
	
	3.8
	

	benefits(1)
	
	
	
	
	
	
	
	
	

	Net (income) losses attributable to redeemable
	2.5
	
	.1
	
	
	1.6
	
	(.2)
	

	non-controlling interests(2)
	
	
	
	
	
	
	
	
	

	Net excess tax benefits from stock-based compensation plans
	(.5)
	
	(1.6)
	
	
	(.5)
	
	(1.1)
	

	activity
	
	
	
	
	
	
	
	
	

	Other items
	.8
	
	(.2)
	
	
	—
	(.2)
	

	Effective income tax rate
	27.2 %
	
	23.1 %
	
	
	25.6 %
	
	23.3 %
	



(1) State income tax benefits are reflected in the total benefits for net income attributable to redeemable non-controlling interests and stock-based compensation plans activity.

(2) Net income attributable to redeemable non-controlling interest represents the portion of earnings held in the firm's consolidated investment products, which are not taxable to the firm despite being included in pre-tax income.

The firm's non-GAAP tax rate primarily adjusts for the impact of the consolidated investment products, including the net income attributable to redeemable non-controlling interests. The firm's non-GAAP effective tax rate was 24.4% for Q3 2022 compared with 23.1% for Q3 2021. The increase in the non-GAAP tax rate compared with Q3 2021 is primarily attributable to the unfavorable impact of a reduction in the discrete tax benefits associated with the settlement of stock-based awards. The majority of the reduction in discrete tax benefits is due to a lower level of option and restricted stock settlements during Q3 2022 as compared to Q3 2021.

The firm estimates that its effective tax rate for the full year 2022 will be in the range of 24% to 27%, on a U.S. GAAP basis, and 24% to 26%, on a non-GAAP basis.
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Capital Management

T. Rowe Price has ample liquidity, including cash and investments in T. Rowe Price products as follows:

	(in millions)
	
	9/30/2022
	
	
	12/31/2021

	Cash and cash equivalents
	$
	2,366.3
	
	$
	1,523.1

	Discretionary investments
	
	446.9
	
	
	554.1

	Total cash and discretionary investments
	
	2,813.2
	
	
	2,077.2

	Redeemable seed capital investments
	
	975.0
	
	
	1,300.1

	Investments used to hedge the supplemental savings plan liability
	
	669.5
	
	
	881.5

	Total cash and investments in T. Rowe Price products
	$
	4,457.7
	
	$
	4,258.8

	
	
	
	
	
	



· The firm's common shares outstanding were 223.9 million at September 30, 2022, compared to 229.2 million at the end of 2021.

· In the first nine months of 2022, the firm expended $744.0 million to repurchase 5.7 million shares, or 2.5%, of its outstanding common shares at an average price of $130.35, including $224.5 million to repurchase 1.9 million shares during Q3 2022.

· The firm invested $177.2 million during the first nine months of 2022 in capitalized facilities and technology. The firm currently expects capital expenditures, including internal labor capitalization, for 2022 to be about $250 million, of which more than three-quarters is planned for technology initiatives. These expenditures are expected to continue to be funded from the firm's operating resources.
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Investment Performance(1)

The following table presents investment performance for specific asset classes and AUM-weighted performance, mutual fund performance against passive peers, and composite performance against benchmarks for the one-, three-, five-, and 10-years ended September 30, 2022. Past performance is no guarantee of future results.

	
	% of U.S. mutual funds that outperformed Morningstar median(2),(3)
	
	
	
	
	

	
	
	
	
	1 year
	3 years
	5 years
	10 years

	
	Equity
	
	51%
	
	57%
	
	60%
	
	78%

	
	Fixed Income
	51%
	
	59%
	
	60%
	
	65%

	
	Multi-Asset
	18%
	
	75%
	
	83%
	
	90%

	
	All Funds
	39%
	
	63%
	
	66%
	
	76%

	
	
	
	
	
	
	
	
	
	

	
	% of U.S. mutual funds that outperformed passive peer median(2),(4)
	
	
	
	
	

	
	
	
	
	1 year
	3 years
	5 years
	10 years

	
	Equity
	
	56%
	
	52%
	
	50%
	
	72%

	
	Fixed Income
	41%
	
	53%
	
	48%
	
	50%

	
	Multi-Asset
	24%
	
	84%
	
	81%
	
	92%

	
	All Funds
	40%
	
	62%
	
	59%
	
	69%

	
	
	
	
	
	
	
	
	
	
	

	
	% of composites that outperformed benchmarks(5)
	
	
	
	
	
	
	

	
	
	
	
	1 year
	3 years
	5 years
	10 years

	
	Equity
	
	36%
	
	55%
	
	57%
	
	77%

	
	Fixed Income
	21%
	
	52%
	
	58%
	
	79%

	
	All Composites
	30%
	
	54%
	
	57%
	
	78%

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	AUM- Weighted Performance
	
	
	
	
	
	
	
	

	
	% of U.S. mutual funds AUM that outperformed Morningstar median(2),(3)
	
	
	
	
	

	
	
	
	
	1 year
	3 years
	5 years
	10 years

	
	Equity
	
	47%
	
	54%
	
	59%
	
	84%

	
	Fixed Income
	63%
	
	74%
	
	69%
	
	81%

	
	Multi-Asset
	3%
	
	89%
	
	93%
	
	97%

	
	All Funds
	36%
	
	65%
	
	69%
	
	88%

	
	
	
	
	
	
	
	

	
	% of U.S. mutual funds AUM that outperformed passive peer median(2),(4)
	
	
	
	
	

	
	
	
	
	1 year
	3 years
	5 years
	10 years

	
	Equity
	
	53%
	
	49%
	
	54%
	
	67%

	
	Fixed Income
	47%
	
	64%
	
	51%
	
	64%

	
	Multi-Asset
	5%
	
	97%
	
	96%
	
	97%

	
	All Funds
	39%
	
	63%
	
	65%
	
	74%

	
	
	
	
	
	
	
	
	
	

	
	% of composites AUM that outperformed benchmarks(5)
	
	
	
	
	
	
	

	
	
	
	
	1 year
	3 years
	5 years
	10 years

	
	Equity
	
	36%
	
	44%
	
	42%
	
	70%

	
	Fixed Income
	14%
	
	42%
	
	40%
	
	74%

	
	All Composites
	32%
	
	44%
	
	41%
	
	71%



As of September 30, 2022, 73 of 124 (58.9%) of the firm's rated U.S. mutual funds (across primary share classes) received an overall rating of 4 or 5 stars. By comparison, 32.5% of Morningstar's fund population is given a rating of 4 or 5 stars(6). In addition, 72%(6) of AUM in the firm's rated U.S. mutual funds (across primary share classes) ended September 30, 2022 with an overall rating of 4 or 5 stars.
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(1) The investment performance reflects that of T. Rowe Price sponsored mutual funds and composites AUM and not of OHA's products.
(2) Source: © 2022 Morningstar, Inc. All rights reserved. The information contained herein: 1) is proprietary to Morningstar and/or its content providers; 2) may not be copied or

distributed; and 3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information.
(3) Source: Morningstar. Primary share class only. Excludes money market mutual funds, funds with an operating history of less than one year, T. Rowe Price passive funds, and T. Rowe Price funds that are clones of other funds. The top chart reflects the percentage of T. Rowe Price funds with 1 year, 3 year, 5 year, and 10 year track record that are outperforming the Morningstar category median. The bottom chart reflects the percentage of T. Rowe Price funds AUM that has outperformed for the time periods indicated. Total AUM included for this analysis includes $297B for 1 year, $297B for 3 years, $297B for 5 years, and $291B for 10 years.

(4) Passive Peer Median was created by T. Rowe Price using data from Morningstar. Primary share class only. Excludes money market mutual funds, funds with an operating history of less than one year, funds with fewer than three peers, T. Rowe Price passive funds, and T. Rowe Price funds that are clones of other funds. This analysis compares T. Rowe Price active funds to the applicable universe of passive/index open-end funds and ETFs of peer firms. The top chart reflects the percentage of T. Rowe Price funds with 1 year, 3 year, 5 year, and 10 year track record that are outperforming the passive peer universe. The bottom chart reflects the percentage of T. Rowe Price funds AUM that has outperformed for the time periods indicated. Total AUM included for this analysis includes $281B for 1 year, $279B for 3 years, $278B for 5 years, and $261B for 10 years.

(5) Composite net returns are calculated using the highest applicable separate account fee schedule. Excludes money market composites. All composites compared to official GIPS composite primary benchmark. The top chart reflects the percentage of T. Rowe Price composites with 1 year, 3 year, 5 year, and 10 year track record that are outperforming their benchmarks. The bottom chart reflects the percentage of T. Rowe Price composite AUM that has outperformed for the time periods indicated. Total AUM included for this analysis includes $1,081B for 1 year, $1,077B for 3 years, $1,065B for 5 years, and $1,033B for 10 years.

(6) The Morningstar Rating™ for funds is calculated for funds with at least a three-year history. Exchange-traded funds and open-ended mutual funds are considered a single population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return measure that accounts for variation in a managed product's monthly excess performance, placing more emphasis on downward variations and rewarding consistent performance. Morningstar gives its best ratings of 5 or 4 stars to the top 32.5% of all funds (of the 32.5%,10% get 5 stars and 22.5% get 4 stars). The Overall Morningstar Rating™ is derived from a weighted average of the performance figures associated with a fund’s 3, 5, and 10 year (if applicable) Morningstar Rating™ metrics.

Other Matters

The financial results presented in this release are unaudited. The firm expects that it will file its Form 10-Q Quarterly Report for the third quarter of 2022 with the U.S. Securities and Exchange Commission later today. The Form

10-Q will include additional information on the firm's unaudited consolidated financial statements at September 30, 2022.

Certain statements in this earnings release may represent “forward-looking information,” including information relating to anticipated changes in revenues, net income and earnings per common share, anticipated changes in the amount and composition of assets under management, anticipated expense levels, estimated effective tax rates, the timing and expense related to the integration of OHA with and into our business, general economic conditions, government actions and expectations regarding financial results, future transactions, new products and services, investments, capital expenditures, dividends, stock repurchases, changes in our effective fee rate, the impact of the coronavirus pandemic, and other market conditions. For a discussion concerning risks and other factors that could affect future results, see the firm's 2021 Annual Report on Form 10-K.

Founded in 1937, Baltimore-based T. Rowe Price (troweprice.com) is a global investment management organization that provides a broad array of mutual funds, subadvisory services, and separate account management for individual and institutional investors, retirement plans, and financial intermediaries. The organization also offers a variety of sophisticated investment planning and guidance tools. T. Rowe Price's disciplined, risk-aware investment approach focuses on diversification, style consistency, and fundamental research.
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	Unaudited Consolidated Statements of Income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(in millions, except per-share amounts)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Three months ended
	
	
	
	
	
	Nine months ended
	

	Revenues
	
	9/30/2022
	
	
	9/30/2021
	
	
	6/30/2022
	
	
	
	9/30/2022
	
	
	9/30/2021
	

	Investment advisory fees
	$
	1,442.0
	$
	1,813.4
	
	$
	1,496.7
	
	
	$
	4,600.8
	
	$
	5,288.4
	

	Capital allocation-based income
	
	1.1
	
	
	—
	
	(126.3)
	
	
	
	(80.8)
	
	
	—
	

	Administrative, distribution, and servicing fees
	
	145.1
	
	
	140.7
	
	
	142.6
	
	
	
	444.2
	
	
	421.8
	

	Net revenues
	
	1,588.2
	
	
	1,954.1
	
	
	1,513.0
	
	
	
	4,964.2
	
	
	5,710.2
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Compensation and related costs, excluding acquisition-related
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	retention agreements, capital allocation-based income compensation,
	
	595.6
	
	
	564.9
	
	
	589.8
	
	
	
	1,781.3
	
	
	1,692.3
	

	and supplemental savings plan
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acquisition-related retention agreements
	
	17.1
	
	
	—
	
	18.0
	
	
	
	54.3
	
	
	—
	

	Capital allocation-based income compensation
	
	.1
	
	
	—
	
	(50.9)
	
	
	
	(33.3)
	
	
	—
	

	Supplemental savings plan
	
	(24.7)
	
	
	(.3)
	
	
	(93.5)
	
	
	
	(169.2)
	
	
	59.6
	

	Compensation and related costs
	
	588.1
	
	
	564.6
	
	
	463.4
	
	
	
	1,633.1
	
	
	1,751.9
	

	Distribution and servicing
	
	69.9
	
	
	96.0
	
	
	75.7
	
	
	
	231.5
	
	
	274.3
	

	Advertising and promotion
	
	24.3
	
	
	22.1
	
	
	21.4
	
	
	
	69.1
	
	
	61.4
	

	Product and recordkeeping related costs
	
	75.6
	
	
	70.3
	
	
	76.3
	
	
	
	232.3
	
	
	154.6
	

	Technology, occupancy, and facility costs
	
	143.6
	
	
	123.1
	
	
	134.3
	
	
	
	411.8
	
	
	359.7
	

	General, administrative, and other
	
	112.1
	
	
	81.8
	
	
	73.3
	
	
	
	265.8
	
	
	260.8
	

	Total operating expenses
	
	1,013.6
	
	
	957.9
	
	
	844.4
	
	
	
	2,843.6
	
	
	2,862.7
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net operating income
	
	574.6
	
	
	996.2
	
	
	668.6
	
	
	
	2,120.6
	
	
	2,847.5
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Non-operating income (loss)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net gains (losses) on investments
	
	(41.5)
	
	
	8.7
	
	
	(169.9)
	
	
	
	(301.3)
	
	
	165.0
	

	Net gains (losses) on consolidated investment products
	
	(41.7)
	
	
	(17.1)
	
	
	(104.6)
	
	
	
	(247.7)
	
	
	75.7
	

	Other income (loss)
	
	.4
	
	
	(3.1)
	
	
	(5.4)
	
	
	
	(12.2)
	
	
	(6.2)
	

	Total non-operating income (loss)
	
	(82.8)
	
	
	(11.5)
	
	
	(279.9)
	
	
	
	(561.2)
	
	
	234.5
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Income before income taxes
	
	491.8
	
	
	984.7
	
	
	388.7
	
	
	
	1,559.4
	
	
	3,082.0
	

	Provision for income taxes
	
	134.0
	
	
	227.3
	
	
	100.9
	
	
	
	399.4
	
	
	717.1
	

	Net income
	
	357.8
	
	
	757.4
	
	
	287.8
	
	
	
	1,160.0
	
	
	2,364.9
	

	Less: net income (loss) attributable to redeemable non-controlling
	
	(26.6)
	
	
	(19.8)
	
	
	(51.8)
	
	
	
	(131.9)
	
	
	22.6
	

	interests
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net income attributable to T. Rowe Price
	
	384.4
	
	
	777.2
	
	
	339.6
	
	
	
	1,291.9
	
	
	2,342.3
	

	Less: net income allocated to outstanding restricted stock and stock
	
	9.2
	
	
	19.5
	
	
	7.4
	
	
	
	29.6
	
	
	61.6
	

	unit holders
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net income allocated to T. Rowe Price common stockholders
	$
	375.2
	$
	757.7
	
	$
	332.2
	
	
	$
	1,262.3
	
	$
	2,280.7
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Earnings per share
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	$
	1.67
	$
	3.34
	
	$
	1.47
	
	
	$
	5.57
	
	$
	10.04
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Diluted
	$
	1.66
	$
	3.31
	
	$
	1.46
	
	
	$
	5.54
	
	$
	9.94
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Weighted-average common shares
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Outstanding
	
	225.3
	
	
	226.9
	
	
	226.7
	
	
	
	226.7
	
	
	227.2
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Outstanding assuming dilution
	
	226.3
	
	
	229.1
	
	
	227.9
	
	
	
	228.0
	
	
	229.4
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	






12

The following table presents investment advisory revenues for the three and nine months ended September 30, 2022 and 2021.

	Investment Advisory Revenues (in millions)
	
	
	
	
	
	
	
	
	Three months ended
	
	
	
	Nine months ended

	
	
	
	
	
	
	
	
	
	
	9/30/2022
	
	
	9/30/2021
	
	
	
	
	9/30/2022
	
	
	
	
	9/30/2021
	

	U.S. mutual funds
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Equity
	
	
	
	
	
	
	$
	580.1
	
	$
	813.0
	
	
	$
	1,876.5
	
	$
	2,310.8
	

	
	Fixed income, including money market
	
	
	
	
	
	
	
	
	66.2
	
	
	64.8
	
	
	
	
	198.9
	
	
	
	
	183.7
	

	
	Multi-asset
	
	
	
	
	
	
	
	
	195.4
	
	
	247.7
	
	
	
	
	619.0
	
	
	
	
	778.7
	

	
	
	
	
	
	
	
	
	
	
	841.7
	
	
	1,125.5
	
	
	
	
	2,694.4
	
	
	
	
	3,273.2
	

	Subadvised funds, separate accounts, collective investment trusts, and other investment
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Equity
	
	
	
	
	
	
	
	
	316.9
	
	
	458.8
	
	
	
	
	1,047.5
	
	
	
	
	1,329.0
	

	
	Fixed income, including money market
	
	
	
	
	
	
	
	
	41.4
	
	
	41.3
	
	
	
	
	125.2
	
	
	
	
	119.6
	

	
	Multi-asset
	
	
	
	
	
	
	
	
	171.8
	
	
	187.8
	
	
	
	
	530.3
	
	
	
	
	566.6
	

	
	Alternatives
	
	
	
	
	
	
	
	
	70.2
	
	
	—
	
	
	
	203.4
	
	
	
	
	—

	
	
	
	
	
	
	
	
	
	
	600.3
	
	
	687.9
	
	
	
	
	1,906.4
	
	
	
	
	2,015.2
	

	Total investment advisory revenues
	
	
	
	
	
	
	$
	1,442.0
	
	$
	1,813.4
	
	
	
	$
	4,600.8
	
	
	$
	5,288.4
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Assets Under Management (in billions)
	
	
	
	
	Average during
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Three months ended
	
	
	Nine months ended
	
	
	
	As of
	
	

	
	
	
	9/30/2022
	
	
	9/30/2021
	
	
	
	9/30/2022
	
	
	9/30/2021
	
	
	
	
	9/30/2022
	
	
	
	
	12/31/2021
	

	
	U.S. mutual funds
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Equity
	$
	405.8
	
	$
	559.8
	
	$
	441.0
	
	$
	534.0
	
	
	$
	365.2
	
	$
	553.9
	

	
	Fixed income, including money market
	
	79.4
	
	
	88.4
	
	
	
	82.7
	
	
	85.6
	
	
	
	
	74.5
	
	
	
	
	85.3
	

	
	Multi-asset
	
	192.4
	
	
	232.8
	
	
	
	204.8
	
	
	228.5
	
	
	
	
	174.8
	
	
	
	
	232.2
	

	
	
	
	677.6
	
	
	881.0
	
	
	
	728.5
	
	
	848.1
	
	
	
	
	614.5
	
	
	
	
	871.4
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Subadvised funds, separate accounts, collective
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	investment trusts, and other investment products
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Equity
	
	319.1
	
	
	445.7
	
	
	
	352.0
	
	
	427.3
	
	
	
	
	282.6
	
	
	
	
	438.8
	

	
	Fixed income, including money market
	
	93.6
	
	
	94.3
	
	
	
	92.4
	
	
	92.1
	
	
	
	
	90.9
	
	
	
	
	90.4
	

	
	Multi-asset
	
	214.3
	
	
	227.7
	
	
	
	221.8
	
	
	213.8
	
	
	
	
	199.3
	
	
	
	
	245.5
	

	
	Alternatives
	
	42.9
	
	
	—
	
	
	42.4
	
	
	—
	
	
	
	42.7
	
	
	
	
	41.7
	

	
	
	
	669.9
	
	
	767.7
	
	
	
	708.6
	
	
	733.2
	
	
	
	
	615.5
	
	
	
	
	816.4
	

	
	Total assets under management
	$
	1,347.5
	
	$
	1,648.7
	
	
	$
	1,437.1
	
	$
	1,581.3
	
	
	
	$
	1,230.0
	
	
	$
	1,687.8
	



The following table presents the annualized effective fee rates for the three and nine months ended September 30, 2022 and 2021.
[image: ]


Annualized effective fee rates (in basis points)

Investment advisory fee rate

Investment advisory fee rate, including capital allocation-based income





	
	
	Three months ended
	
	
	
	
	Nine months ended
	

	9/30/2022
	
	9/30/2021
	
	% change
	
	6/30/2022
	
	% change
	9/30/2022
	
	9/30/2021
	
	
	% change

	42.5
	
	43.6
	
	(2.5)%
	
	
	42.7
	
	(.5)%
	
	42.8
	
	44.7
	
	
	(4.3)%

	42.5
	
	43.6
	
	(2.5)%
	
	
	39.1
	
	8.7 %
	
	42.1
	
	44.7
	
	
	(5.8)%


[image: ]





13

The components of the change in assets under management, by vehicle and asset class, are shown in the tables below for the nine months ended September 30, 2022.

	
	
	
	
	
	
	
	
	
	
	
	Nine months ended 9/30/2022
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Subadvised funds
	
	Collective investment
	
	
	

	(in billions)
	
	
	
	
	U.S. mutual funds
	
	
	and separate
	
	
	trusts and other
	
	Total
	

	
	
	
	
	
	
	
	
	accounts
	
	investment products
	
	
	

	Assets under management at beginning of period
	
	
	
	$
	871.4
	
	
	$
	437.1
	
	$
	379.3
	
	$
	1,687.8
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cash flows before client transfers
	
	
	
	
	
	(28.7)
	
	
	
	
	(22.5)
	
	
	
	6.6
	
	
	(44.6)
	

	Client transfers
	
	
	
	
	
	(10.3)
	
	
	
	
	1.5
	
	
	
	8.8
	
	
	—
	

	Net cash flows after client transfers
	
	
	
	
	
	(39.0)
	
	
	
	
	(21.0)
	
	
	
	15.4
	
	
	(44.6)
	

	Net market depreciation and losses
	
	
	
	
	
	(217.1)
	
	
	
	
	(109.6)
	
	
	
	(85.7)
	
	
	(412.4)
	

	Net distributions not reinvested
	
	
	
	
	
	(.8)
	
	
	
	
	—
	
	
	—
	
	(.8)
	

	Change during the period
	
	
	
	
	
	(256.9)
	
	
	
	
	(130.6)
	
	
	
	(70.3)
	
	
	(457.8)
	

	Assets under management at September 30, 2022
	
	
	
	$
	614.5
	
	
	$
	306.5
	
	$
	309.0
	
	$
	1,230.0
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	Nine months ended 9/30/2022
	
	
	
	
	

	
	
	
	
	
	
	Fixed income,
	
	
	
	
	
	
	
	
	
	
	

	(in billions)
	
	Equity
	
	
	including money
	
	
	Multi-asset
	
	
	Alternatives
	
	Total
	

	
	
	
	
	
	market
	
	
	
	
	
	
	
	
	

	Assets under management at beginning of period
	$
	992.7
	
	
	$
	175.7
	
	
	
	$
	477.7
	
	
	$
	41.7
	
	$
	1,687.8
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cash flows
	
	(58.4)
	
	
	
	6.1
	
	
	
	
	5.4
	
	
	
	2.3
	
	
	(44.6)
	

	Net market depreciation and losses
	
	(286.5)
	
	
	
	(16.4)
	
	
	
	(109.0)
	
	
	
	(1.3)
	
	
	(413.2)
	

	Change during the period
	
	(344.9)
	
	
	
	(10.3)
	
	
	
	(103.6)
	
	
	
	1.0
	
	
	(457.8)
	

	Assets under management at September 30, 2022
	$
	647.8
	
	
	$
	165.4
	
	
	
	$
	374.1
	
	
	$
	42.7
	
	$
	1,230.0
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The components of net cash flows after client transfers, by vehicle and asset class, are shown in the table below for the three and nine months ended September 30, 2022.

	Net Cash Flows After Client Transfers (by investment vehicle and underlying asset class)
	
	Three months
	
	Nine months
	

	
	
	ended
	
	ended
	

	(in billions)
	
	9/30/2022
	
	
	9/30/2022
	

	U.S. mutual funds
	
	
	
	
	
	

	Equity
	$
	(9.6)
	
	$
	(29.3)
	

	Fixed income, including money market
	
	(2.7)
	
	
	(3.1)
	

	Multi-asset
	
	(2.2)
	
	
	(6.6)
	

	
	
	(14.5)
	
	
	(39.0)
	

	Subadvised funds, separate accounts, collective investment trusts, and other investment products
	
	
	
	
	
	

	Equity
	
	(13.2)
	
	
	(29.1)
	

	Fixed income, including money market
	
	.3
	
	
	9.2
	

	Multi-asset
	
	3.0
	
	
	12.0
	

	Alternatives
	
	(.2)
	
	
	2.3
	

	
	
	(10.1)
	
	
	(5.6)
	

	Total net cash flows after client transfers
	$
	(24.6)
	
	$
	(44.6)
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	Non-Operating Income (Loss) (in millions)
	
	Three months ended
	
	
	Nine months ended

	
	
	9/30/2022
	
	
	9/30/2021
	
	
	
	9/30/2022
	
	
	9/30/2021

	Net gains (losses) from non-consolidated T. Rowe Price investment products
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and discretionary investments
	
	
	
	
	
	
	
	
	
	
	
	

	Dividend income
	$
	11.5
	
	$
	4.0
	
	
	$
	15.1
	
	$
	14.0

	Market-related gains (losses) and equity in earnings (losses)
	
	(15.2)
	
	
	(7.0)
	
	
	
	(73.2)
	
	
	14.5

	Total net gains (losses) from cash and discretionary investments
	
	(3.7)
	
	
	(3.0)
	
	
	
	(58.1)
	
	
	28.5

	Seed capital investments
	
	
	
	
	
	
	
	
	
	
	
	

	Dividend income
	
	.2
	
	
	—
	
	
	.6
	
	
	.1

	Market-related gains (losses) and equity in earnings (losses)
	
	(14.1)
	
	
	(2.4)
	
	
	
	(77.5)
	
	
	27.0

	Net gains recognized upon deconsolidation
	
	—
	
	—
	
	
	6.8
	
	
	2.6

	Investments used to hedge the supplemental savings plan liability
	
	(26.3)
	
	
	.1
	
	
	
	(178.0)
	
	
	59.3

	Total net gains (losses) from non-consolidated T. Rowe Price investment products
	
	(43.9)
	
	
	(5.3)
	
	
	
	(306.2)
	
	
	117.5

	Other investment income
	
	2.4
	
	
	14.0
	
	
	
	4.9
	
	
	47.5

	Net gains (losses) on investments
	
	(41.5)
	
	
	8.7
	
	
	
	(301.3)
	
	
	165.0

	Net gains (losses) on consolidated sponsored investment portfolios
	
	(41.7)
	
	
	(17.1)
	
	
	
	(247.7)
	
	
	75.7

	Other income (loss), including foreign currency gains and losses
	
	.4
	
	
	(3.1)
	
	
	
	(12.2)
	
	
	(6.2)

	Non-operating income (loss)
	$
	(82.8)
	
	$
	(11.5)
	
	
	$
	(561.2)
	
	$
	234.5


[image: ]


Unaudited Condensed Consolidated Cash Flows Information (in millions)

Nine months ended
[image: ]







Cash provided by (used in) operating activities, including $185.7 of stock-based

compensation expense, $166.0 of depreciation expense, $158.4 of
amortization of acquisition-related assets
and retention arrangements, and $(125.7) of a fair value remeasurement of the
contingent consideration liability in 2022

Cash provided by (used in) investing activities, including $(177.2) for additions

to property, equipment and software, net, $(47.7) of purchases and $160.8 of
dispositions in investment products in 2022
Cash provided by (used in) financing activities, including T. Rowe Price

common stock repurchases of $727.9* and dividends paid of $832.4 in 2022

Effect of exchange rate changes on cash and cash equivalents

Net change in cash and cash equivalents during period




	
	
	
	
	9/30/2022
	
	
	
	
	
	
	
	
	
	9/30/2021
	
	
	
	

	
	
	
	
	Cash flow
	
	
	
	
	
	
	
	
	Cash flow
	
	
	

	
	
	
	
	attributable to
	
	
	
	
	
	
	
	
	attributable to
	
	
	

	
	
	
	
	consolidated
	
	
	
	
	
	
	
	
	consolidated
	
	
	

	
	Cash flow
	
	T. Rowe Price
	
	As reported on
	
	
	Cash flow
	
	T. Rowe Price
	
	As reported on
	

	
	
	
	investment
	
	
	
	
	
	
	investment
	
	
	

	
	attributable to T.
	
	products, net of
	statement of cash
	
	
	attributable to T.
	
	products, net of
	statement of cash
	

	
	Rowe Price
	
	eliminations
	
	flows
	
	
	Rowe Price
	
	eliminations
	
	flows
	

	$
	2,452.8
	
	$
	41.8
	
	$
	2,494.6
	
	
	$
	3,072.6
	
	$
	18.1
	
	$
	3,090.7
	

	
	(54.7)
	
	
	(14.8)
	
	
	(69.5)
	
	
	
	108.0
	
	
	(50.4)
	
	
	57.6
	

	
	(1,554.9)
	
	
	(61.8)
	
	
	(1,616.7)
	
	
	
	(1,913.8)
	
	
	22.7
	
	
	(1,891.1)
	

	
	—
	
	11.8
	
	
	11.8
	
	
	
	—
	
	(3.6)
	
	
	(3.6)
	

	$
	843.2
	
	$
	(23.0)
	
	$
	820.2
	
	
	$
	1,266.8
	
	$
	(13.2)
	
	$
	1,253.6
	


[image: ][image: ][image: ]


*Cash flows for stock repurchases reflect the impact of the timing of the settlement of these transactions at each period beginning and end.
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Unaudited Condensed Consolidated Balance Sheet Information (in millions)[image: ]


As of
[image: ]



Cash and cash equivalents
[image: ]

Accounts receivable and accrued revenue
[image: ]

Investments

Assets of consolidated T. Rowe Price investment products
[image: ]

Operating lease assets

Property, equipment and software, net
[image: ]

Goodwill and intangible assets

Other assets
[image: ]

Total assets

Supplemental savings plan liability
[image: ]

Contingent consideration

Total other liabilities, includes $47.5 at September 30, 2022, and $51.5 at December 31, 2021, from consolidated T. Rowe Price investment products
[image: ]
Non-controlling interests*

Stockholders' equity attributable to T. Rowe Price Group, Inc., 223.9 common shares outstanding at September 30, 2022 and 229.2 common shares outstanding at December 31, 2021

* This includes both redeemable and non-redeemable non-controlling interest in consolidated entities.


9/30/2022

· 2,366.3

741.4

2,480.2

1,284.3

282.8

752.8

3,484.4

601.0

11,993.2

676.9

131.3

1,489.7

787.8
[image: ]

· 8,907.5
[image: ][image: ]


12/31/2021

· 1,523.1

1,058.3

2,975.5

1,962.8

201.2

736.2

3,606.6

445.3

12,509.0

882.6

306.3

1,066.4

1,231.0
[image: ]

· 9,022.7
[image: ][image: ]



	Cash, Cash Equivalents, and Investments Information (in millions)
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Net assets of
	
	
	

	
	
	
	
	
	
	
	
	
	consolidated T.
	
	
	

	
	
	
	
	
	
	
	
	
	Rowe Price
	
	
	

	
	
	
	Cash and cash
	
	Investments
	
	investment
	
	Total
	

	
	
	
	equivalents
	
	
	
	products(1)
	
	
	

	Cash and discretionary investments
	$
	2,366.3
	
	$
	433.9
	
	$
	13.0
	
	$
	2,813.2
	

	Seed capital investments
	
	
	—
	
	332.0
	
	
	643.0
	
	
	975.0
	

	Investments used to hedge the supplemental savings plan liability
	
	
	—
	
	669.5
	
	
	—
	
	669.5
	

	Total cash and redeemable investments in T. Rowe Price products
	
	
	2,366.3
	
	
	1,435.4
	
	
	656.0
	
	
	4,457.7
	

	Investments in affiliates(2)
	
	
	—
	
	676.4
	
	
	—
	
	676.4
	

	Investments in CLOs
	
	
	—
	
	106.6
	
	
	—
	
	106.6
	

	Investment in UTI and other investments
	
	
	—
	
	261.8
	
	
	—
	
	261.8
	

	Total cash and investments
	
	
	2,366.3
	
	
	2,480.2
	
	
	656.0
	
	
	5,502.5
	

	Redeemable non-controlling interests
	
	
	—
	
	—
	
	580.8
	
	
	580.8
	

	As reported on unaudited condensed consolidated balance sheet at September
	$
	2,366.3
	
	$
	2,480.2
	
	$
	1,236.8
	
	$
	6,083.3
	

	30, 2022
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) The $13.0 million and $643.0 million represent the total value at September 30, 2022, of T. Rowe Price's interest in the consolidated T. Rowe Price investment products. The total net assets of
$1,236.8 million at September 30, 2022, includes assets of $1,284.3 million less liabilities of $47.5 million as reflected in the unaudited condensed consolidated balance sheet information table above.

(2) Includes $207.0 million of non-controlling interests in consolidated entities and represents the portion of these investments, held by third parties, that we cannot sell in order to obtain cash for general operations.

The following tables details changes in our investments in affiliated private investment funds - carried interest and non-controlling interest in consolidated entities for the three and nine months ended September 30, 2022.

	
	Three months ended
	Nine months ended

	Investments in affiliated private investment funds - carried interest
	
	9/30/2022
	
	
	9/30/2022

	Balance at beginning of period
	$
	507.2
	
	$
	609.8

	Capital allocation-based income:
	
	
	
	
	

	Change in accrued carried interest
	
	14.3
	
	
	(41.1)

	Acquisition related amortization
	
	(13.2)
	
	
	(39.7)

	Net realized distributions
	
	—
	
	(20.7)

	Balance at September 30, 2022
	$
	508.3
	
	$
	508.3
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	Three months ended
	Nine months ended

	Non-controlling interests (NCI) in consolidated entities
	
	9/30/2022
	
	
	9/30/2022

	Balance at beginning of period
	$
	208.8
	
	$
	248.7

	Capital allocation-based income compensation:
	
	
	
	
	

	Capital allocation-based income compensation
	
	5.7
	
	
	(16.4)

	Acquisition related amortization
	
	(5.6)
	
	
	(16.9)

	Net distributions
	
	(1.9)
	
	
	(8.4)

	Balance at September 30, 2022
	$
	207.0
	
	$
	207.0

	
	
	
	
	
	



Non-GAAP Information and Reconciliation

The firm believes the non-GAAP financial measures below provide relevant and meaningful information to investors about its core operating results. These measures have been established in order to increase transparency for the purpose of evaluating the firm's core business, for comparing current results with prior period results, and to enable more appropriate comparison with industry peers. However, non-GAAP financial measures should not be considered as a substitute for financial measures calculated in accordance with U.S. GAAP and may be calculated differently by other companies.

The following schedules reconcile U.S. GAAP financial measures to non-GAAP financial measures for the three months ended September 30, 2022 and 2021 and June 30, 2022.

	
	
	
	
	
	
	
	
	Three months ended 9/30/2022
	
	
	
	
	
	

	
	
	Operating
	Net operating
	Non-operating
	
	Provision
	
	Net income
	Diluted earnings
	

	
	
	
	
	
	
	(benefit) for
	
	attributable to T.
	
	

	
	
	expenses
	
	income
	
	income (loss)
	income taxes(6)
	
	Rowe Price
	
	per share(7)
	

	U.S. GAAP Basis (FS line item)
	$
	1,013.6
	
	$
	574.6
	
	$
	(82.8)
	
	$
	134.0
	
	$
	384.4
	
	$
	1.66
	

	Non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acquisition-related non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Investment and NCI amortization(1) (Net
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues and Compensation and related
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	costs)
	
	5.6
	
	
	7.6
	
	
	—
	
	1.4
	
	
	6.2
	
	
	.03
	

	Acquisition-related retention arrangements(1)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	(17.1)
	
	
	17.1
	
	
	—
	
	3.0
	
	
	14.1
	
	
	.06
	

	Contingent consideration(1) (General, admin
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	and other)
	
	29.9
	
	
	(29.9)
	
	
	—
	
	(3.8)
	
	
	(26.1)
	
	
	(.11)
	

	Intangible assets amortization(1) (General,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	admin and other)
	
	(27.1)
	
	
	27.1
	
	
	—
	
	5.1
	
	
	22.0
	
	
	.09
	

	Transaction costs(2) (General, admin and other)
	
	(.1)
	
	
	.1
	
	
	—
	
	—
	
	.1
	
	
	—
	

	Total acquisition-related non-GAAP
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	adjustments
	
	(8.8)
	
	
	22.0
	
	
	—
	
	5.7
	
	
	16.3
	
	
	.07
	

	Supplemental savings plan liability(3)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	24.7
	
	
	(24.7)
	
	
	26.3
	
	
	.1
	
	
	1.5
	
	
	.01
	

	Consolidated T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment products(4)
	
	(1.3)
	
	
	1.8
	
	
	41.7
	
	
	(.3)
	
	
	17.2
	
	
	.07
	

	Other non-operating income(5)
	
	—
	
	—
	
	11.1
	
	
	(.1)
	
	
	11.2
	
	
	.05
	

	Adjusted Non-GAAP Basis
	$
	1,028.2
	
	$
	573.7
	
	$
	(3.7)
	
	$
	139.4
	
	$
	430.6
	
	$
	1.86
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	Three months ended 9/30/2021
	
	
	
	
	
	

	
	
	Operating
	Net operating
	Non-operating
	
	Provision
	
	Net income
	Diluted earnings
	

	
	
	
	
	
	
	(benefit) for
	
	attributable to T.
	
	

	
	
	expenses
	
	income
	
	income (loss)
	income taxes(6)
	
	Rowe Price
	
	per share(7)
	

	U.S. GAAP Basis (FS line item)
	$
	957.9
	
	$
	996.2
	
	$
	(11.5)
	
	$
	227.3
	
	$
	777.2
	
	$
	3.31
	

	Non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Supplemental savings plan liability(3)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	.3
	
	
	(.3)
	
	
	(.1)
	
	
	—
	
	(.5)
	
	
	—
	

	Consolidated T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment products(4)
	
	(1.0)
	
	
	2.8
	
	
	17.1
	
	
	—
	
	.1
	
	
	—
	

	Other non-operating income(5)
	
	—
	
	—
	
	(8.5)
	
	
	.8
	
	
	(9.2)
	
	
	(.04)
	

	Adjusted Non-GAAP Basis
	$
	957.2
	
	$
	998.7
	
	$
	(3.0)
	
	$
	228.1
	
	$
	767.6
	
	$
	3.27
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Three months ended 6/30/2022
	
	
	
	
	
	

	
	
	Operating
	Net operating
	Non-operating
	
	Provision
	
	Net income
	Diluted earnings
	

	
	
	
	
	
	
	(benefit) for
	
	attributable to T.
	
	

	
	
	expenses
	
	income
	
	income (loss)
	income taxes(6)
	
	Rowe Price
	
	per share(7)
	

	U.S. GAAP Basis
	$
	844.4
	
	$
	668.6
	
	$
	(279.9)
	
	$
	100.9
	
	$
	339.6
	
	$
	1.46
	

	Non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acquisition-related non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Investment and NCI amortization(1) (Net
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues and Compensation and related
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	costs)
	
	5.7
	
	
	7.6
	
	
	—
	
	2.0
	
	
	5.6
	
	
	.03
	

	Acquisition-related retention arrangements(1)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	(18.0)
	
	
	18.0
	
	
	—
	
	4.6
	
	
	13.4
	
	
	.06
	

	Contingent consideration(1) (General, admin
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	and other)
	
	50.3
	
	
	(50.3)
	
	
	—
	
	(13.5)
	
	
	(36.8)
	
	
	(.16)
	

	Intangible assets amortization(1) (General,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	admin and other)
	
	(27.2)
	
	
	27.2
	
	
	—
	
	7.2
	
	
	20.0
	
	
	.09
	

	Transaction costs(2) (General, admin and other)
	
	(.1)
	
	
	.1
	
	
	—
	
	—
	
	.1
	
	
	—
	

	Total acquisition-related non-GAAP
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	adjustments
	
	10.7
	
	
	2.6
	
	
	—
	
	.3
	
	
	2.3
	
	
	.02
	

	Supplemental savings plan liability(3)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	93.5
	
	
	(93.5)
	
	
	96.4
	
	
	.6
	
	
	2.3
	
	
	—
	

	Consolidated T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment products(4)
	
	(1.3)
	
	
	2.0
	
	
	104.6
	
	
	14.7
	
	
	40.1
	
	
	.17
	

	Other non-operating income(5)
	
	—
	
	—
	
	48.3
	
	
	14.9
	
	
	33.4
	
	
	.14
	

	Adjusted Non-GAAP Basis
	$
	947.3
	
	$
	579.7
	
	$
	(30.6)
	
	$
	131.4
	
	$
	417.7
	
	$
	1.79
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The following schedules reconcile certain U.S. GAAP financial measures for the nine months ended September 30, 2022 and 2021.

	
	
	
	
	
	
	
	
	Nine months ended 9/30/2022
	
	
	
	
	
	

	
	
	Operating
	Net operating
	Non-operating
	
	Provision
	
	Net income
	Diluted earnings
	

	
	
	
	
	
	
	(benefit) for
	
	attributable to T.
	
	

	
	
	expenses
	
	income
	
	income (loss)
	income taxes(6)
	
	Rowe Price
	
	per share(7)
	

	U.S. GAAP Basis
	$
	2,843.6
	
	$
	2,120.6
	
	$
	(561.2)
	
	$
	399.4
	
	$
	1,291.9
	
	$
	5.54
	

	Non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acquisition-related non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Investment and NCI amortization(1) (Net
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues and Compensation and related
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	costs)
	
	16.9
	
	
	22.8
	
	
	—
	
	6.5
	
	
	16.3
	
	
	.07
	

	Acquisition-related retention arrangements(1)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	(54.3)
	
	
	54.3
	
	
	—
	
	15.4
	
	
	38.9
	
	
	.17
	

	Contingent consideration(1) (General, admin
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	and other)
	
	125.7
	
	
	(125.7)
	
	
	—
	
	(35.7)
	
	
	(90.0)
	
	
	(.40)
	

	Intangible assets amortization(1) (General,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	admin and other)
	
	(81.4)
	
	
	81.4
	
	
	—
	
	23.1
	
	
	58.3
	
	
	.25
	

	Transaction costs(2) (General, admin and other)
	
	(.9)
	
	
	.9
	
	
	—
	
	.2
	
	
	.7
	
	
	—
	

	Total acquisition-related non-GAAP
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	adjustments
	
	6.0
	
	
	33.7
	
	
	—
	
	9.5
	
	
	24.2
	
	
	.09
	

	Supplemental savings plan liability(3)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	169.2
	
	
	(169.2)
	
	
	178.0
	
	
	2.5
	
	
	6.3
	
	
	.03
	

	Consolidated T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment products(4)
	
	(4.2)
	
	
	6.3
	
	
	247.7
	
	
	34.7
	
	
	87.4
	
	
	.38
	

	Other non-operating income(5)
	
	—
	
	—
	
	77.4
	
	
	22.0
	
	
	55.4
	
	
	.24
	

	Adjusted Non-GAAP Basis
	$
	3,014.6
	
	$
	1,991.4
	
	$
	(58.1)
	
	$
	468.1
	
	$
	1,465.2
	
	$
	6.28
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Nine months ended 9/30/2021
	
	
	
	
	
	

	
	
	Operating
	Net operating
	Non-operating
	
	Provision
	
	Net income
	Diluted earnings
	

	
	
	
	
	
	
	(benefit) for
	
	attributable to T.
	
	

	
	
	expenses
	
	income
	
	income (loss)
	income taxes(6)
	
	Rowe Price
	
	per share(7)
	

	U.S. GAAP Basis
	$
	2,862.7
	
	$
	2,847.5
	
	$
	234.5
	
	$
	717.1
	
	$
	2,342.3
	
	$
	9.94
	

	Non-GAAP adjustments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Supplemental savings plan liability(3)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Compensation and related costs)
	
	(59.6)
	
	
	59.6
	
	
	(59.3)
	
	
	.3
	
	
	—
	
	—
	

	Consolidated T. Rowe Price
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	investment products(4)
	
	(4.9)
	
	
	9.1
	
	
	(75.7)
	
	
	(13.5)
	
	
	(30.5)
	
	
	(.13)
	

	Other non-operating income(5)
	
	—
	
	—
	
	(71.0)
	
	
	(17.8)
	
	
	(53.2)
	
	
	(.22)
	

	Adjusted Non-GAAP Basis
	$
	2,798.2
	
	$
	2,916.2
	
	$
	28.5
	
	$
	686.1
	
	$
	2,258.6
	
	$
	9.59
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) These non-GAAP adjustments remove the impact of acquisition-related amortization and costs including amortization of intangible assets, the recurring fair value remeasurements of the contingent consideration liability, amortization of acquired investment and non-controlling interest basis differences and amortization of compensation-related arrangements. Management believes adjusting for these charges helps the reader's ability to understand the firm's core operating results and to increase comparability period to period.

(2) This non-GAAP adjustment removes the transactions costs incurred related to the acquisition of OHA. Management believes adjusting for these charges helps the reader's ability to understand the firm's core operating results and to increase comparability period to period.

(3) This non-GAAP adjustment removes the compensation expense impact from market valuation changes in the supplemental savings plan liability and the related net gains (losses) on investments designated as an economic hedge against the related liability. Amounts deferred under the supplemental savings plan are adjusted for appreciation (depreciation) of hypothetical investments chosen by participants. The firm uses T. Rowe Price investment products to economically hedge the exposure to these market movements. Management believes it is useful to offset the non-operating investment income (loss) realized

19

on the economic hedges against the related compensation expense and remove the net impact to help the reader's ability to understand the firm's core operating results and to increase comparability period to period.

(4) These non-GAAP adjustments remove the impact that the consolidated T. Rowe Price investment products have on the firm's U.S. GAAP consolidated statements of income. Specifically, the firm adds back the operating expenses and subtracts the investment income of the consolidated T. Rowe Price investment products. The adjustment to operating expenses represents the operating expenses of the consolidated products, net of the elimination of related management and administrative fees. The adjustment to net income attributable to T. Rowe Price represents the net income of the consolidated products, net of redeemable non-controlling interests. Management believes the consolidated T. Rowe Price investment products may impact the reader’s ability to understand the firm's core operating results.

(5) This non-GAAP adjustment represents the other non-operating income (loss) and the net gains (losses) earned on the firm's non-consolidated investment portfolio that are not designated as economic hedges of the supplemental savings plan liability, and that are not part of the cash and discretionary investment portfolio. Management retains the investment gains recognized on the non-consolidated cash and discretionary investments as these assets and related income (loss) are considered part of the firm's core operations. Management believes adjusting for these non-operating income (loss) items helps the reader’s ability to understand the firm's core operating results and increases comparability to prior years. Additionally, management does not emphasize the impact of the portion of non-operating income (loss) removed when managing and evaluating the firm's performance.


(6) The income tax impacts were calculated in order to achieve an overall year-to-date non-GAAP effective tax rate of 24.2% for 2022 and 23.4% for 2021. As such, the non-GAAP effective tax rate for three months ended September 30, 2022 and 2021 was 24.4% and 23.1%, respectively. The firm estimates that its effective tax rate for the full-year 2022 on a non-GAAP basis will be in the range of 24% to 26%.

(7) This non-GAAP measure was calculated by applying the two-class method to adjusted net income attributable to T. Rowe Price Group divided by the weighted-average common shares outstanding assuming dilution. The calculation of adjusted net income allocated to common stockholders is as follows:

	
	
	Three months ended
	
	
	
	Nine months ended

	
	
	9/30/2022
	
	9/30/2021
	
	6/30/2022
	
	
	9/30/2022
	
	9/30/2021

	Adjusted net income attributable to T. Rowe Price
	$
	430.6
	$
	767.6
	$
	417.7
	$
	1,465.2
	$
	2,258.6

	Less: adjusted net income allocated to outstanding restricted stock and stock
	
	
	
	
	
	
	
	
	
	
	

	unit holders
	
	10.7
	
	19.4
	
	9.3
	
	
	34.1
	
	59.5

	Adjusted net income allocated to common stockholders
	$
	419.9
	$
	748.2
	$
	408.4
	$
	1,431.1
	$
	2,199.1
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