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Introduction
This Survey of Awards issued in

2007 focuses on the top participating
broker-dealers in securities arbitration.
We have taken this approach in past
Award Surveys.  For example, in 1998,
we highlighted the top 100 broker-
dealers in securities arbitration (SAC,
Vol. IX, Nos. 10&11).   In the mid-90’s
we reviewed the first 10,000 Public
Awards released by the SROs and, as
part of that comprehensive analysis,
spotlighted the Award results for the
top 20 Broker-Dealers participating in
securities arbitration (SAC, Vol. VIII,
No. 2).1

In the 1996 Survey, which
encompassed nearly 10,000 customer-
initiated Awards, issued over a six-year
period from mid-1989 to mid-1995, the
top five broker-dealers accounted for
approximately 40% of the Awards.  The
top 20 broker-dealers accounted for
some 55% of the Awards.  One of the
reasons we performed the Top 100
Broker-Dealer Survey was to test for a
change in ratio and, in fact, the five top
broker-dealers in that 1998 Survey
accounted for only 21% of the
customer-initiated Awards.  To get to
40% required including all of the top 20
broker-dealers.

That disparity was primarily due to
the “schlock” broker-dealer phenome-
non that placed a number of
disreputable, and ultimately defunct,
brokerage firms among the top users of
securities arbitration.  The ratio returns
to “normal” in our current Survey, with
a small number of firms accounting for
a large plurality of the contested cases.
The 1996 Survey also disclosed a
customer “win” rate, relative to the

“Big Five,” of 52%, which was only
marginally different from a 54%
customer “win” rate for all broker-
dealers in securities arbitration.  That
no longer remains the case.

In our current Survey, we find a
substantial difference between the
customer “win” rate for all broker-
dealers and those at the top of the
Chart.  Even more noteworthy is the
overall decline in the customer “win”
rate, particularly since the turn of the
Millennium.  We also find a widening
gap in the customer “win” rate between
Small Claims Awards and those
concerned with larger-dollar claims.
In fact, many changes are evident in the
latest statistics, both on the customer
and on the employment side.

Methodology
In our current Survey, the details

of which are displayed in Charts on
pages 3 and 5 of this edition, we cover
another 10,000 customer-initiated
Awards, issued over a five-year
period.  A difference arises here
between this group of 10,000 and the
1996 survey group.  Almost a quarter
of the 2003-2007 Awards are
Stipulated Awards deriving from
settlements that involve a need for an
arbitral order.  Such Awards were not
common at all when we performed the
1996 Survey and they do not reflect
arbitrator reactions to a case’s merits.
As a consequence, we have excluded
them in formulating the Chart statistics
in our current Survey.

This Survey of the most recent
five years’ Awards includes coverage
of employment-related Awards as
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well.  Fewer than a thousand
employee-initiated (Employee-
Member) Awards issued during the
2003-2007 Survey Period; the 18
broker-dealers on which we report
were involved in about one-third of the
decided disputes.  As to some of the 18
broker-dealers, insufficient volume
existed, even over the course of five
years, to draw reliable percentages; in
those cases, we labeled the statistical
field “N/R” instead of calculating a
“win” or “recovery” rate for the
relevant Employee-Member Awards.

Six broker-dealers are featured in
this Survey as the most active in
securities arbitration.  Two of them,
Wachovia and A.G. Edwards are now
combined entities, but, considering
they were independent entities for
much of our Survey Period and turned
in quite different results, we chose to
display their Award statistics
separately in Chart I.  Wachovia, on the
other hand, does include results
relating to its Everen and Prudential
acquisitions.  Prudential Securities is
also represented separately in our
Charts, because some of the
Prudential-related Awards decided
during our Survey Period do not appear
to have involved liability for
Wachovia.

We follow this practice in other
cases.  To provide historical
continuity, despite ever-changing
brokerage firm names and
compositions, SAC earnestly
attempts, both in conducting our
searches and during the Award
Database inputting process, to account
for corporate change.  In that regard,

the results for Oppenheimer & Co
combine the Award results for CIBC
Opco, Fahnestock and Josephthal.
RBC Dain Rauscher’s results include
Sutro and Tucker Anthony Awards;
TD Ameritrade includes Datek and
Waterhouse Awards (but only those
Waterhouse Awards where TD
Ameritrade was also named); and
Ameriprise includes Awards that name
American Express Financial Advisors
and Securities America.  H&R Block
was formerly known as Olde Discount,
so we include all Olde Awards and
Fidelity Brokerage’s Awards include
many of its sister entities (e.g., FAM;
FII; FMAS).

We chose a five-year period for
survey, because it supplied sufficient
Award volume to include 12 more
broker-dealers, in addition to the “Big
Six” broker-dealers.  The “Big Six”
broker-dealer results are broken out by
each of the five years in Chart I, while,
in Chart II, we display the five-year
results in aggregate for the dozen
second-tier firms.  At the same time,
we try, where practicable, to focus
special attention on the 2007 Awards.

“Big Six” Broker-Dealers
As one might guess, from the

findings of past SAC Award Surveys
and the Award statistics provided by
FINRA, the customer “win” rates, as to
each of the Big Six firms, all fall below
the 52% five-firm average calculated
in the 1996 Survey.  That is a
phenomenon of the new Millennium in
securities arbitration and represents a
downward trend that, until 2008 at
least, has been continuous year-to-year
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Year
Award
Issued

Customer
as Claimant
No. Awards

Amount Awarded
All Cust-Initiated
($000s omitted)

Total Amt.
 Awarded ($)

(000s omitted)

Employee
 as Claimant

No. Awards (#)
C-M/Wins S-C/Wins E-M/Wins (%)

TOP BROKER-DEALERS IN ARBITRATION 2003-2007

*Med/Avg Recov (%)

2003 214/101 73/32 $23433.6 9/5 $1077.2
2004 294/122 203/65 $33432.5 3/1 expgmt
2005 235/91 117/33 $21644.8 15/8 $16695.3
2006 131/43 14/2 $12874.3 8/4 $1980.3
2007 70/19 5/1 $11885.3 14/4 $1729.0

Totals 944/376 (40%) 412/133 (32%) *Med 34%  Avg 28% 49/22 (45%) *Med 52%  Avg 16%

Merrill Lynch, Pierce, Fenner & Smith

2003 174/75 26/11 $24465.4 2/2 $2180.3
2004 186/86 27/11 $10828.0 2/0 ----
2005 147/63 24/9 $10550.4 2/1 expgmt
2006 109/47 12/5 $12096.0 5/3 $934.2
2007 41/9 6/1 $2863.2 4/2 $126.0

Totals 657/280 (43%) 95/37 (39%) *Med 25%  Avg 35% 15/8 (53%) *Med 14%  Avg 23%

Morgan Stanley (Dean Witter)

2003 46/18 10/4 $3182.7 7/3 $428.7
2004 54/24 10/5 $3519.3 5/3 $547.6
2005 55/24 6/1 $15687.4 7/3 $2488.9
2006 34/11 2/1 $595.8 7/5 $433.0
2007 19/4 6/0 $301.0 3/0 ----

Totals 208/81 (37%) 34/11 (32%) *Med 16%  Avg 21% 29/14 (48%) *Med 12%  Avg 20%

UBS PaineWebber

2003 25/9 2/1 $17261.2 5/4 $543.7
2004 42/24 7/4 $6924.4 8/4 $1201.8
2005 53/23 8/4 $3550.1 7/7 $3077.1
2006 35/18 4/3 $6177.7 6/3 $3438.7
2007 19/10 6/1 $1213.8 5/2 $2365.0

Totals 174/84 (48%) 27/13 (48%) *Med 36%  Avg 51% 31/20 (65%) *Med 30%  Avg 17%

Wachovia Securities

2003 48/20 4/4 $3941.2 7/3 $342.9
2004 56/25 9/2 $8668.8 4/3 $234.2
2005 58/34 6/0 $5030.0 6/2 $523.6
2006 42/22 3/1 $5888.1 3/2 $1149.7
2007 32/8 6/0 $1284.5 8/4 $6212.6

Totals 236/109 (37%) 28/7 (25%) *Med 36%  Avg 21% 28/14 (50%) *Med 42%  Avg 52%

A. G. Edwards & Sons

2003 91/37 21/7 $6408.0 10/4 $1624.9
2004 155/56 198/55 $17576.8 29/14 $6724.1
2005 176/68 189/69 $18030.6 18/7 $759.2
2006 119/42 24/4 $8983.4 17/7 $1025.1
2007 59/17 2/0 $3248.1 21/9 $4222.3

Totals 600/220 (37%) 434/135 (31%) *Med 41%  Avg 24% 95/41 (43%) *Med 12%  Avg 8%

Citigroup Global Markets/Smith Barney

*Med/Avg Recov (%)

CHART I
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since 2000.  Our Survey Period
covered the five years from 2003-
2007, but, viewing the “win” results in
2007 alone would disclose the lowest
customer “win” rates we have
recorded:  38% for Customer-Member
(claims of $25,001 & over) Awards
and a dismal 29% for Small Claims
($25,000 & under) Awards.

The “win” rates for Customer-
Member Awards during the 2003-
2007 period, calculated by broker-
dealer, range from a low of 37% for
Citigroup Global Markets and A.G.
Edwards to a high of 48% for
Wachovia Securities.   For the Small
Claims Awards, the “win” rates were
lower than the Customer-Member
results as to all “Big Six” firms, except
one.  Overall, customers in the larger-
dollar, Customer-Member cases won
45% of their claims during our five-
year Survey Period.  Those bringing
Small Claims cases won 36% of the
cases decided during 2003-2007.

The average customer “recovery”
rate (i.e., the aggregate amounts
awarded compared to the aggregate
compensatory amounts claimed by
winning customers) was, in the 1996
Survey, 34% for the top five broker-
dealers and 39% for all broker-dealers.
For our current Survey, we calculated
the recovery figures for the five-year
period from 2003-2007, as to each
broker-dealer reviewed on an average
basis and on a median basis.  Both the
average and the median recovery rates
vary widely from one broker-dealer to
the next, but for all broker-dealers the
two are quite close:  33% median
recovery and 32% average recovery.

Second Tier Broker-Dealers
Merrill sits at the top of our “Big

Six” Chart with almost 1,000
Customer-Member Awards, although
Citigroup shows more Awards for the
Small Claims and Employee-Member
categories.  The order in which the
brokerage firms appear on these Charts
was determined by the frequency with
which they used the arbitration process
on an overall basis.  Merrill Lynch was
involved in more than 2,000 decided

cases during our Survey Period, both as
a Respondent and as a Claimant in
securities arbitration, and was thus the
most frequent user of the system.

Another dozen broker-dealers,
besides the “Big Six,” disclosed a
minimum of 100 Awards during the
Survey Period and their results appear
on our second Chart – again in order of
their use frequency.  The 100-plus
Award results are distributed in quite
different ways for these “Second-Tier
Twelve,” while the results for the “Big
Six” are more homogeneous.  The
distinction is, perhaps, attributable to
the more varied business models of
these twelve, as compared to the more-
alike, retail businesses of the “Big
Six.”

The differences appear not only
among the constituents of the
“Second-Tier Twelve,” but also
between that group and the “Big Six”
broker-dealers.  For instance, only one
of the “Big Six” showed a customer
“win” rate that was higher than the
“All-BD” average of 45%.  Six of the
“Second Tier Twelve” disclosed
averages above the 45% average and
six of the ten firms that could be rated
for Small Claims Awards disclosed
averages above the 36% “All-BD”
average for Small Claims Awards.

Distinctions & Anomalies
One might reasonably conclude,

from these comparisons, that the larger
brokerage firms, i.e., the “Big Six,”
prevail in defense of these customer
claims more than the smaller “Second
Tier Twelve,” but that conclusion begs
the real question, which is “Why?”
Lawyers representing the “Big Six”
might argue that they make the
difference, but we suspect that lawyers
representing the “Second Tier
Twelve” are just as experienced and
competent.  On the other hand, it could
be the other side of the aisle where the
difference lies, at least to some degree.

Certainly, Merrill Lynch and
Citigroup scored high in their defense
of the Research Analyst cases — see
the bulge in their Award numbers on

both the Small Claims and the
Customer-Member sides during the
early years of the Survey Period.  Many
of the Small Claims-Analyst cases
were brought against Citigroup and
Merrill by a very few law firms and the
“win” rates in those cases was
abysmal.  In 2004, Citigroup’s Small
Claims customer “win” rate was 28%,
versus an overall 31% and in 2005,
Merrill’s Small Claims customer
“win” rate was 28%, versus an overall
32% “win” rate regarding Small
Claims decisions.

Business models may have an
impact on Award Results, as we noted
above.  On the “Second Tier Twelve”
Chart, there appears to be a discernible
difference between the broker-dealers
that run a discount or Internet-based
business and those that are more
inclined to traditional retail brokerage.
The more traditional retail firms
appear towards the top of the Chart
with the greater number of claims and
the higher customer “win” rates.
Charles Schwab, H&R Block and
Fidelity Brokerage,2 on the other hand,
disclose Customer-Member “win”
rates that are well below the “All-BD”
average (but see TD Ameritrade with a
46% customer “win” rate).

What we can say with certainty is
that the customer “win” rates,
especially for the “Big Six” firms, have
dropped over recent years and that this
phenomenon is most apparent in the
2007 results.  Looking at 2007 only for
the “Big Six” firms draws the eye
quickly to the Small Claims results for
2007.  There are hardly any claims
tried in 2007 – a total of 31 for all six
firms – and only 3 of these 31 claims
prevailed – a dismal “win” rate below
10%!  The number of Customer-
Member Awards are lower in 2007
than in previous years as well – 230
Awards for the “Big Six” as a group,
with 67 customer “wins” (a 29% “win”
rate).

Employee-Initiated Awards
Looking at the Employee-

Member Award results for the “Big
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5-Year
Period
‘03-’07

Customer
as Claimant
No. Awards

Customer-Initiated
Median/Average

Recovery Rate (%)

Employee
 as Claimant

No. Awards (#)
C-M/Wins S-C/Wins E-M/Wins (%)

2nd TIER/TOP BDs IN ARBITRATION 2003-2007

Totals 132/63 (48%) 11/3 (27%) Med 28%  Avg 52% 12/6 (50%) Med 28%  Avg 24%

Totals 102/55 (54%) 7/5 (71%) Med 31%  Avg 24% 8/4 (50%) Med NR%  Avg 4%

Totals 158/76 (48%) 44/13 (30%) Med 38%  Avg 69% 0/0 (N/R) ----

Totals 50/24 (48%) 8/3 (38%) Med 19%  Avg 10% 8/5 (63%) Med 14%  Avg 9%

Totals 72/26 (36%) 33/13 (39%) Med 30%  Avg 15% 9/2 (22%) N/R

Totals 79/39 (49%) 1/1 (N/R) Med 16%  Avg 43% 12/6 (50%) Med 41%  Avg 23%

Totals 43/14 (32%) 9/5 (56%) Med 41%  Avg 31% 5/2 (40%) N/R

Totals 38/11 (29%) 8/2 (25%) Med 30%  Avg 30% 6/3 (50%) N/R

Totals 24/11 (46%) 30/11 (37%) Med 55%  Avg 75% 0/0 (N/R) ----

Totals  77/43 (56%) 5/2 (40%) Med 10%  Avg 31% 10/4 (N/R) Med NR% Avg 10%

Totals 7/43 (16%) 11/24 (46%) Med 64%  Avg 26% 1/1 (N/R) N/R

2656/5846 (45%) 635/1756 (36%) Med 33%  Avg 32% 419/928 (45%) Med 24%  Avg 14%

Prudential Securities

Raymond James

RBC-Dain Rauscher

Charles Schwab

Edward Jones

Oppenheimer & Co.

Employee-Initiated
Median/Average

Recovery Rate (%)

Bear Stearns

Wells Fargo Investments

H&R Block

TD Ameritrade

Ameriprise

Fidelity Brokerage Services

Totals 281/130 (46%) 19/12 (63%) Med 24%  Avg 19% 45/13 (29%) Med 13%  Avg 9%

ALL BDs
5 Years

CHART II
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Six” firms brings a couple of
observations directly to mind.  First,
the “win” rates for former “Big Six”
employees are generally higher than
for “Big Six” customers.  That holds
true for all of the “Big Six” firms, even
when taken individually.  On the other
hand, those higher “win” rates contrast
with the more mixed results on the
“Second Tier Twelve” side.  Prudential
Securities and Charles Schwab stand
out as two firms with very low
employee “win” rates, 29% and 22%,
respectively. Edward Jones, TD
Ameritrade, Ameriprise and Fidelity
Brokerage did not have enough such
disputes to even apply a rating.

Whereas the “Big Six” firms
reflected lower-than-average “win”
rates for customer cases, on the
employee side, the “Big Six” rates are
the same or higher-than-average for all
but Citigroup.  We calculated a 45%
“win” rate for all Employee-Member
Awards issued during the Survey
Period, while the “win” rate for
employees with claims against the
“Big Six” as a group was 52%.  While
there is that contrast between the
results for “Big Six” customer-
initiated Awards and “Big Six”
employee-initiated Awards, the “win”
rate trend year-to-year for the
employee cases appears to be on the
decline, just as the customer cases
were.  The 2007 Employee-Member
Awards for the “Big Six” registered a
38% “win” rate (21/55 Awards) for the
“Big Six” as a group.

Employees who prevailed in their
disputes and received some monetary
relief “recovered” less on their claims,
both on a median basis and an average
basis, than did their complaining
customer counterpart.  Overall,
customers experienced a “recovery”
rate, which on a median basis equaled
$33% and on an average basis equaled
32%.  Employees won their claims the
same percentage of the time as

customers – 45%— but their median
recovery rate was 24% and their
average recovery rate was 14%.  On the
other hand, employees who won took
away an average award of $511,000,
whereas the average customer’s
monetary award was less than half of
that amount — $239,000.

Conclusion
2007 was a strange year in

securities arbitration, at least for
statistical purposes.  The number of
new arbitration filings in 2007
(FINRA:  3,238) was the lowest in two
decades and the number of cases
closed by the SRO forums, due in part
to lack of inventory, was also quite
low.  The 5,345 cases closed by FINRA
was the smallest number closed in any
year since 1994.  At the same time, the
close-out figure exceeded the
incoming new inventory by more than
2,000 cases and it was the first time in
years that more cases exited the
arbitration pipeline than entered it.

We recorded only about 1,400
Awards for 2007, as compared to a
norm of 2,000 Awards or more.  In
consequence, we believe that the
make-up of the cases that were closed
was quite different than in past years.
Among the decided cases would likely
be more dormant or inactive cases than
in past years, where the parties were
awakened to action by staff or
arbitrators.  At the same time, any cases
ready for hearing would be unlikely to
be stalled by administrative
bottlenecks.  In other words, more than
in past years, the cases reaching
arbitrators were likely to be both the
very old and the very new.

By looking back five years and
presenting Award breakdowns by
broker-dealer and by customer-
initiated Awards and employee-
initiated Awards, we have sought to
give depth and perspective to the
observable outcomes.  By calculating

both median and average recovery
rates for each of the 18 brokerage
firms, we avoid the complaint that a
few, large-dollar Awards skew the
results and make it appear that
recoveries for the majority of
disputants appear higher than they
really are.  Actually, in ten of the 18
instances regarding customers, the
median recovery rate was greater than
the average recovery rate.

Award statistics tell participants
in arbitration a great deal about the
process and how well it serves its
constituents.  Quantitative data about
arbitration outcomes foster
predictability, assist negotiations, and
enhance transparency.  More times
than not, our review of the Award
information supplied in the Public
Awards raises as many new questions
as our analyses answer.  Arbitration, in
particular, benefits from the visibility
that Award information provides,
because the process, far more so than
litigation, is subject to distrust and
generalized myths that quantitative
evidence can help to dispel.

Footnotes
1.  These Award Surveys, as with
all of SAC’s Award Surveys, are
posted on our WebSite and
available to the general public
for free. www.sacarbitration
.com > View Award Surveys.

2.  We double-checked Fidelity’s
incredible 16% customer “win”
rate and could find no anomalies.
Only one of the seven Boston-
based cases was a customer “win,”
but that is not inconsistent with a
16% national average.  FBS used
outside counsel almost exclu-
sively in Customer-Member
Awards, while two-thirds of the
Small Claims Awards were
handled in-house.  Yet, inside
counsel’s score was as good as,
even a bit better than, the 46%
customer “win” rate for Small
Claims Awards.

NOTE TO READERS:  The 2007 S.A.M. 12 issue of SAC’s Securities Awards Monthly (SAM) newsletter reviews the
1,500 securities arbitration Awards recorded during the past year and analyzes the results from a number of perspectives.
SAM focuses on the latest securities arbitration Awards and provides summaries of selected Awards, plus statistics about
the group as a whole.  This end-of-year edition provides a narrative and charts relating to a full year’s (2007’s) Award
entries.  SAC Subscribers may obtain a free copy of the 2007 S.A.M. issue by contacting SAC.
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