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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

(Mark One)

b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended September 30, 2018

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to

Commission file number 1-13908

Invesco Ltd.

(Exact Name of Registrant as Specified in Its Charter)

Bermuda 98-0557567

(State or Other Jurisdiction of Incorporation or Organization) (L.R.S. Employer Identification No.)

1555 Peachtree Street, N.E., Suite 1800, Atlanta, GA 30309
(Address of Principal Executive Offices) (Zip Code)

(404) 892-0896
(Registrant's telephone number, including area code)

N/A
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the
registrant was required to submit such files). Yes p No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting company o

Emerging growth company o
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. o
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act.) Yes
oNop

As of September 30, 2018, the most recent practicable date, the number of Common Shares outstanding was
411,335,893.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

Invesco Ltd.

Condensed Consolidated Balance Sheets

(Unaudited)
As of

) - September B8¢cember 31,
$ in millions, except per share data 2018 2017
ASSETS
Cash and cash equivalents 1,631.5 2,006.4
Unsettled fund receivables 851.6 793.8
Accounts receivable 557.5 622.5
Investments 643.8 674.6
Assets of consolidated investment products (CIP):
Cash and cash equivalents of CIP 282.8 511.3
Accounts receivable and other assets of CIP 56.7 131.5
Investments of CIP 6,074.6  5,658.0
Assets held for policyholders 12,268.2 12,444.5
Prepaid assets 130.9 124.4
Other assets 69.0 61.7
Property, equipment and software, net 469.2 490.7
Intangible assets, net 2,156.5 1,558.7
Goodwill 7,311.5 6,590.7
Total assets 32,503.8 31,668.8
LIABILITIES
Accrued compensation and benefits 552.7 696.1
Accounts payable and accrued expenses 864.2 895.7
Liabilities of CIP:
Debt of CIP 4,820.5 4,799.8
Other liabilities of CIP 315.8 498.8
Policyholder payables 12,268.2 12,444.5
Unsettled fund payables 821.5 783.8
Long-term debt 2,814.6 2,075.8
Deferred tax liabilities, net 304.3 275.5
Total liabilities 22,761.8 22,470.0
Commitments and contingencies (See Note 11)
TEMPORARY EQUITY
Redeemable noncontrolling interests in consolidated entities 423.2 243.2
PERMANENT EQUITY
Equity attributable to Invesco Ltd.:
Common shares ($0.20 par value; 1,050.0 million authorized; 490.4 million shares issued as 98.1 08.1
of September 30, 2018 and December 31, 2017) ) ’
Additional paid-in-capital 6,293.0 6,282.0
Treasury shares (2,710.8) (2,7819 )
Retained earnings 5,892.6 5,489.1
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Accumulated other comprehensive income/(loss), net of tax (585.8 ) (391.2 )
Total equity attributable to Invesco Ltd. 8,987.1 8,696.1
Equity attributable to nonredeemable noncontrolling interests in consolidated entities 331.7 259.5

Total permanent equity 9,318.8  8,955.6
Total liabilities, temporary and permanent equity 32,503.8 31,668.8

See accompanying notes.
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Invesco Ltd.
Condensed Consolidated Statements of Income
(Unaudited)

$ in millions, except per share data
Operating revenues:
Investment management fees
Service and distribution fees
Performance fees
Other
Total operating revenues
Operating expenses:
Third-party distribution, service and advisory
Employee compensation
Marketing
Property, office and technology
General and administrative
Total operating expenses
Operating income
Other income/(expense):
Equity in earnings of unconsolidated affiliates
Interest and dividend income
Interest expense

Other gains and losses, net
Other income/(expense) of CIP, net
Income before income taxes
Income tax provision
Net income

Net (income)/loss attributable to noncontrolling interests in consolidated entities

Net income attributable to Invesco Ltd.
Earnings per share:

-basic

-diluted

Dividends declared per share

See accompanying notes.

Three months
ended
September 30,
2018 2017

1,038.91,062.3

248.0 217.6
7.9 423
47.0 155

1,341.81,337.7

408.0 380.4
385.5 388.1
340 295
104.8 92.8
874 86.6
1,019.7977.4
322.1 360.3

11.8 129
4.0 25
(29.6) (23.6 )
59 13.9
28.1 317
3423 397.7
(61.1) (123.1)
281.2 274.6
(11.6) (7.1 )
269.6 267.5

$0.65 $0.65
$0.65 $0.65
$0.30 $0.29

Nine months
ended
September 30,
2018 2017

3,133.13,027.9
737.0 635.3
28.6 703
159.5 51.2
4,058.23,784.7

1,236.01,095.6
1,157.01,151.8
949 83.0
308.7 267.3
287.1 250.5
3,083.72,848.2
974.5 936.5

28.8 41.1
11.0 7.0
(82.3) (71.2 )
1.9 23.9
562 925
990.1 1,029.8
(201.8 (291.4)
788.3 738.4
(19.7) (19.3 )
768.6 719.1

$1.86 $1.76
$1.86 $1.76
$0.89 $0.86
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Invesco Ltd.
Condensed Consolidated Statements of Comprehensive Income

(Unaudited)
Three months Nine months
ended ended September
September 30, 30,
$ in millions 2018 2017 2018 2017
Net income 281.2 274.6 788.3 7384
Other comprehensive income/(loss), net of tax:
Currency translation differences on investments in foreign subsidiaries (23.6) 1424 (192.6) 3524
Other comprehensive income/(loss), net of tax 1.5 33 1.2 8.4
Other comprehensive income/(loss) (22.1) 1457 (191.4) 360.8
Total comprehensive income/(loss) 259.1 420.3 596.9 1,099.2
eCI:)t?tli;érSehensive loss/(income) attributable to noncontrolling interests in consolidated (11.6) (7.1 ) (197 ) (193 )

Comprehensive income/(loss) attributable to Invesco Ltd. 247.5 4132 5772 1,079.9
See accompanying notes.
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Invesco Ltd.
Condensed Consolidated Statements of Cash Flows
(Unaudited)

$ in millions
Operating activities:
Net income

Adjustments to reconcile net income to net cash provided by/(used in) operating activities:

Amortization and depreciation

Share-based compensation expense

Other (gains)/losses, net

Other (gains)/losses of CIP, net

Equity in earnings of unconsolidated affiliates
Distributions from equity method investees
Changes in operating assets and liabilities:
(Purchase)/sale of investments by CIP, net
(Purchase)/sale of investments, net
(Increase)/decrease in receivables
Increase/(decrease) in payables

Net cash provided by/(used in) operating activities
Investing activities:

Purchase of property, equipment and software
Purchase of investments by CIP

Sale of investments by CIP

Purchase of investments

Sale of investments

Capital distributions from equity method investees
Purchase of business

Net cash provided by/(used in) investing activities
Financing activities:

Purchases of treasury shares

Dividends paid

Third-party capital invested into CIP

Third-party capital distributed by CIP
Borrowings of debt by CIP

Repayments of debt by CIP

Net borrowings/(repayments) under credit facility
Payment of contingent consideration

Net cash provided by/(used in) financing activities
Increase/(decrease) in cash and cash equivalents

Foreign exchange movement on cash and cash equivalents
Foreign exchange movement on cash and cash equivalents of CIP
Net cash inflows (outflows) upon consolidation/deconsolidation of CIP

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Nine months ended

September 30,
2018 2017
788.3 738.4
105.6 82.2
124.5 134.9
(1.9 ) 276 )
2.3 534 )
288 ) 1.1 )
9.9 14.9

(228.3 ) (277.7 )
364 ) 146.8
(280.7 ) (3,134.3)
207.6 3,189.9
662.1 773.0

(683 ) (827 )
(3,780.1) (4,432.4)
2,633.5 4,219.6
(1149 ) (1235 )
101.2 154.2
15.0 61.3
(1,469.3) (299.2 )
(2,682.9) (502.7 )

49.7 ) (886 )
(368.3 ) (352.7 )
421.1 397.7
894 ) @32 )
19754 11,8874
(1,030.8) (1,962.4)
737.2 28.7 )
114 ) 103 )
1,584.1 (220.8 )

(436.7 ) 495
273 ) 87.1
1.7 ) 4.4

137.7 ) (9.0 )
2,517.7  2,070.2
19143  2,202.2
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Cash and cash equivalents 1,631.5 1,716.3
Cash and cash equivalents of CIP 282.8 485.9
Total cash and cash equivalents per consolidated statement of cash flows 1,914.3 2,202.2

See accompanying notes.

6




Edgar Filing: Invesco Ltd. - Form 10-Q

Table of Contents

Invesco Ltd.
Condensed Consolidated Statements of Changes in Equity

(Unaudited)
Equity Attributable to Invesco Ltd.
Redeemable
Nonredeemable Noncontrolling
ota )
Accumulateé ) Noncontro]llg%g1 Interests
C Addiﬁ?nal Treasury Retained Other . Interests i
$ in millions Comrﬂon a&:s ) ) Attributable Permanent .
aid-in-Capitdlares  Earnings ComprehenSWf: n . Consolidated
to Invesco . E&ulty ..
Income/(Loi?t) Consolidate Entities
d. ..
Entities Temporary
Equity
January 1, 2018 98.1 6,282.0 (2,781.9) 5,489.1 (391.2 ) 8,696.1 259.5 8,955.6 243.2
Adjustment for adoption o 32 32 )y — o o o

of ASU 2016-01

January 1,2018, as 98.1 6,282.0  (2,781.9) 54923 (3944 ) 8,696.1 259.5  8,955.6 2432

adjusted

Net income —_ — — 768.6 — 768.6 29.7 798.3 (10.0 )
Other comprehensive

income/(10ss) — — — — (1914 ) (1914 ) — 1914 ) —
Change in noncontrolling

interests in consolidated — — — — — — 42.5 42.5 190.0
entities, net

Dividends — — — (3683 ) — (3683 ) — (3683 ) —
Employee share plans:

Share-based — 1245 — — — 1245 — 1245  —
compensation

Vested shares — (1146 ) 114.6 — — — — — —
Other share awards — 1.1 6.2 — — 7.3 — 7.3 —
Purchase of shares —_ — 49.7 ) — — 49.7 ) — 49.7 ) —

September 30, 2018 98.1 6,293.0 (2,710.8) 5,892.6 (585.8 ) 8,987.1 331.7 9,318.8 4232
See accompanying notes.
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Invesco Ltd.
Consolidated Statements of Changes in Equity (continued)

(Unaudited)
Equity Attributable to Invesco Ltd.
Redeemable
ota Nonredeemable Noncontrolling
Accumulateé . Noncontro],][igéll Interests
N Addiﬁ?nal Treasury Retained Other . Interests i
$ in millions Comrﬂon ares . Attributable Permanent .
aid-in-Capitdlares  Earnings ComprehenSWf: n . Consolidated
to Invesco . Edqulty .\
Income Consolidate Entities
Ltd. o
Entities Temporary
Equity
January 1, 2017 98.1 6,227.4 (2,845.8) 4,833.4 (809.3 ) 7,503.8 108.0 7,611.8 283.7
Net income —_ — — 719.1 — 719.1 (6.3 ) 712.8 25.6
Other comprehensive —  — 3608 3608 — 3608 —
income
Change in noncontrolling
interests in consolidated — — — — — — 133.1 133.1 0.3
entities, net
Dividends — — — (352.7 ) — (3527 ) — (3527 ) —
Employee share plans:
Share-based — 1349 — — — 1349 — 1349 —
compensation
Vested shares — (1164 ) 1164 — — — — — —
Other share awards — 22 4.5 — — 6.7 — 6.7 —
Purchase of shares —_ — 58,6 ) — — 586 ) — 586 ) —

September 30, 2017 98.1 6,248.1 (2,783.5) 5,199.8 (4485 ) 8314.0 2348 8,548.8  309.6

See accompanying notes.
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Invesco Ltd.

Notes to the Condensed Consolidated Financial Statements

(Unaudited)

1. ACCOUNTING POLICIES

Corporate Information

Invesco Ltd. (Parent) and all of its consolidated entities (collectively, the company or Invesco) provide retail and
institutional clients with an array of global investment management capabilities. The company operates globally and
its sole business is investment management.

Certain disclosures included in the company's annual report on Form 10-K for the year ended December 31, 2017
(annual report or Form 10-K) are not required to be included on an interim basis in the company's quarterly reports on
Forms 10-Q (Report). The company has condensed or omitted these disclosures. Therefore, this Report should be read
in conjunction with the company's annual report.

Basis of Accounting and Consolidation

The unaudited Condensed Consolidated Financial Statements have been prepared in accordance with accounting
principles generally accepted in the United States (U.S. GAAP) for interim financial information and with rules and
regulations of the Securities and Exchange Commission and consolidate the financial statements of the Parent and all
of its controlled subsidiaries. In the opinion of management, the financial statements reflect all adjustments, consisting
of normal recurring accruals, which are necessary for the fair statement of the financial condition and results of
operations for the periods presented. All significant intercompany transactions, balances, revenues and expenses are
eliminated upon consolidation. The preparation of financial statements in accordance with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts and disclosures in the financial
statements. Actual results could differ from those estimates.

Accounting Pronouncements Recently Adopted

Revenue Recognition. On January 1, 2018 the company adopted Accounting Standard Update 2014-09, “Revenue
from Contracts with Customers” (ASU 2014-09), which revised revenue accounting rules through the creation of
Accounting Standard Codification Topic 606 (ACS 606) and expanded the disclosure requirements. The company
adopted ASU 2014-09 on January 1, 2018 using the modified retrospective transition method applied to contracts that
were not complete as of that date. Under this method, entities are required to report any effect from adoption as a
cumulative effect adjustment to retained earnings at the adoption date. The adoption of the standard did not have an
effect on opening retained earnings, net income or earnings per share measures. The impact of ASU 2014-09 on the
timing of recognition of performance fee revenues may result in future performance fees being recognized earlier
under ASU 2014-09, but this will depend on the terms and conditions in the relevant agreement.

The application of the new principal versus agent guidance in ASU 2014-09 resulted in presentation changes in the
Consolidated Statements of Income whereby certain costs are now reported on a gross basis, when Invesco is acting as
principal, and reported on a net basis, when Invesco is acting as an agent. In accordance with the ASU 2014-09
requirements, the disclosure of the impact of adoption on the Condensed Consolidated Statements of Income was as
follows (in millions):

9
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$ in millions Three months ended September Nine months ended September

30, 2018 30, 2018
Adjustments Ba.lances Adjustments Ba.lances
Without Without
. As Related to . As Related to .
Condensed Consolidated Statements of Income . Adoption . Adoption
ReportedAdoption of of ReportedAdoption of of
ASC 606 ASC 606 ASC 606 ASC 606
Operating revenues:
Investment management fees 1,038.9 50.3 1,089.2  3,133.1 157.9 3,291.0
Service and distribution fees 248.0 (324 ) 215.6 737.0 (959 ) 641.1
Performance fees 7.9 — 7.9 286 — 28.6
Other 470 (345 ) 125 159.5 (110.0 ) 495
Total operating revenues 1,341.8 (16.6 ) 1,325.2  4,058.2 (48.0 ) 4,010.2

Operating expenses:
Third-party distribution, service and advisory 408.0 (21.1 ) 386.9 1,236.0 (61.6 ) 1,174.4

Employee compensation 3855 — 385.5 1,157.0 — 1,157.0
Marketing 340 — 34.0 949 — 94.9
Property, office and technology 104.8 — 104.8 308.7 — 308.7
General and administrative 87.4 4.5 91.9 287.1 13.6 300.7
Total operating expenses 1,019.7 (16.6 ) 1,003.1  3,083.7 (48.0 ) 3,035.7
Operating income 3221 — 322.1 9745 — 974.5

Financial Instruments. On January 1, 2018, the company adopted Accounting Standards Update 2016-01, "Financial
Instruments - Overall: Recognition and Measurement of Financial Assets and Financial Liabilities" (ASU 2016-01).
Under the new standard, all equity investments in unconsolidated entities (other than those accounted for using the
equity method of accounting) will generally be measured at fair value with any changes recognized in earnings. ASU
2016-01 requires a modified retrospective approach to adoption. Accumulated gains of $3.2 million were reclassified
into retained earnings at adoption date. With effect from the adoption of ASU 2016-01, seed money, investments held
to settle the company's deferred compensation plan liabilities, and other equity securities are no longer categorized as
trading investments or available-for-sale investments but instead are referred to as "equity investments," and all gains
or losses arising from changes in the fair value of these equity investments will be included in income. Prior period
balances have been conformed to be presented as "equity investments," however the prior period treatment of gains or
losses arising from changes in the fair value of the investments was retained. As ASU 2016-01 required a modified
retrospective approach to adoption, available-for-sale seed money balances of $69.3 million at December 31, 2017 are
presented as "equity investments" to conform to the current period presentation of seed money; however, the related
accounting basis in that period was available-for-sale.

Statement of Cash Flows. On January 1, 2018, the company adopted Accounting Standards Update 2016-15,
"Statement of Cash Flows - Classification of Certain Cash Receipts and Cash Payments" (ASU 2016-15), which
clarified how certain cash receipts and cash payments are classified and presented on the Statement of Cash Flows,
including distributions from equity method investees. The amendments require a retrospective approach to adoption.
As a result of adopting this standard, $12.7 million was reclassified from net cash provided by/(used in) investing
activities to net cash provided by/(used in) operating activities for the nine months ended September 30, 2017.

On January 1, 2018, the company adopted Accounting Standards Update 2016-18, “Statement of Cash Flows:
Restricted Cash” (ASU 2016-18). The standard requires the inclusion of restricted cash within cash and cash

13
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equivalents when reconciling the beginning and ending cash and cash equivalents balances on the statements of
cashflows. ASU 2016-18 requires a retrospective approach to adoption. Accordingly, changes in CIP cash of $251.7
million for the nine months ended September 30, 2017 are no longer presented as a component of the company's cash
provided by operations as they were reported in the Form 10-Q for the period ended September 30, 2017. These
changes in CIP cash now form part of the reconciliation of corporate cash and CIP cash at the end of the Condensed
Consolidated Statements of Cash Flows for the period ended September 30, 2017. The adoption of this standard does
not impact corporate cash and cash equivalents.

Pension Costs. On January 1, 2018, the company adopted Accounting Standard Update 2017-07,
“Compensation-Retirement Benefits: Improving the Presentation of Net Periodic Pension Cost and Net Periodic
Postretirement Benefit Cost” (ASU 2017-07). The amendments require that the service cost component of net periodic
pension costs be recorded within employee

10
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compensation expense and the other components of net benefit cost be recorded in other gains and losses, net in the
Condensed Consolidated Statements of Income. The company utilized a practical expedient that permits an employer
to use the amounts disclosed in its pension plan footnote for the prior comparative periods as the estimation basis for
applying the retrospective presentation. The application of the new rules results in the reclassification of the
non-service cost components of the pension costs/(benefit) to other gains and losses, net, and has no impact to net
income. For the three and nine months ended September 30, 2017, the reclassification increased operating income by
$5.0 million and $3.7 million, respectively, with a corresponding decrease to other gains and losses, net.

Other Income. On January 1, 2018, the company adopted Accounting Standard Update 2017-05, "Other Income-Gains
and Losses from the Derecognition of Nonfinancial Assets: Clarifying the Scope of Asset Derecognition Guidance
and Accounting for Partial Sales of Nonfinancial Assets." The standard clarified the scope of accounting for gains and
losses from the derecognition of nonfinancial assets and added guidance for partial sales of nonfinancial assets. The
adoption of this standard did not have a material impact on the company's financial condition, results of operations or
cash flows.

Pending Accounting Pronouncements

In February 2016, the FASB issued Accounting Standards Update 2016-02, “Leases” (ASU 2016-02). The standard
requires that lessees recognize lease assets and lease liabilities on the balance sheet for all leases with a lease term
greater than 12 months. ASU 2016-02 is effective for fiscal years and interim periods within those years beginning
after December 15, 2018 and requires a modified retrospective approach to adoption. In July 2018, the FASB issued
Accounting Standard Update 2018-11, “Leases: Targeted Improvements” (ASU 2018-11) which provided an additional,
optional transition method related to implementing the new leases standard. ASU 2018-11 provides that companies
can initially apply the new leases standard at adoption and recognize a cumulative-effect adjustment to the opening
balance of retained earnings in the period of adoption. The company has decided to implement the leases standard
under this optional transition method on January 1, 2019. The company is continuing to evaluate the potential impact
of this standard through a detailed review of a sample of lease arrangements. A global cross-functional team is
analyzing and assessing the impact of adopting the new lease accounting guidance. The company has selected a lease
accounting software tool to assist in the accounting for lease arrangements under the new accounting rules and is
currently in the process of implementing the tool and abstracting lease contract data for input into the lease accounting
tool.

In August 2018, the FASB issued Accounting Standards Update 2018-15, “Intangibles-Goodwill and
Other-Internal-Use Software: Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing
Arrangement that is a Service Contract” (ASU 2018-15). The standard update aligns the requirements for capitalizing
implementation costs incurred in a hosting arrangement that is a service contract with the requirements for capitalizing
implementation costs incurred to develop or obtain internal-use software. ASU 2018-15 is effective for fiscal years
beginning after December 15, 2019 and interim periods within those years and early adoption is permitted. The
amendments allow either a retrospective or prospective approach to all implementation costs incurred after adoption.
The company does not anticipate a material impact upon the adoption of this amendment.

Revenue Recognition Accounting Policy

Revenue is measured and recognized based on the five step process outlined in ASC 606, Revenue from Contracts
with Customers. Revenue is determined based on the transaction price negotiated with the customer, net of discounts,
value added tax and other sales-related taxes.

Investment management fees are derived from providing professional services to manage client accounts and
sponsored investment vehicles. Investment management services are satisfied over time as the services are provided
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and are typically based upon a percentage of the value of the client’s assets under management. Investment
management fees for certain arrangements include fees for distribution and administrative-related services. Any fees
collected in advance are deferred and recognized as income over the period in which services are rendered.

Service fees are earned for services rendered relating to fund accounting, transfer agent, administrative and/or other
maintenance activities performed for sponsored investment vehicles. Service fees are generally based upon a
percentage of the value of the assets under management. Service fees are also earned from the delivery of digital
solutions to our customers. All of these services are transferred over time.

11
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The company provides distribution services to certain sponsored investment vehicles. Fees are generally earned based
upon a percentage of the value of the assets under management, as the fee amounts do not crystallize completely upon
the sale of a share or unit. Accordingly, the distribution fee revenues are recognized over time as the amount of the
fees becomes known. For example, U.S. distribution fees can include 12b-1 fees earned from certain mutual funds to
cover allowable sales and marketing expenses for those funds and also include asset-based sales charges paid by
certain mutual funds for a period of time after the sale of those funds. Generally, retail products offered outside of the
U.S. do not generate a separate distribution fee; the quoted management fee rate is inclusive of these services. The
company also has certain arrangements whereby the distribution fees are paid upon the subscription or redemption of
a share or unit.

Performance fee revenues associated with retail funds will fluctuate from period to period and may not correlate with
general market changes, since most of the fees are driven by relative performance to the respective benchmark rather
than by absolute performance. Performance fee revenues, including carried interests and performance fees related to
partnership investments and separate accounts, are generated on certain management contracts when performance
hurdles are achieved. Such fee revenues are recorded in operating revenues when the contractual performance criteria
have been met and when it is probable that a significant reversal of revenue recognized will not occur in future
reporting periods. Cash receipt of performance fees generally occurs after the performance fee revenue is earned;
however, the company may receive, from time-to-time, cash distributions of carried interest before any revenue is
earned. Such distributions are reflected as deferred carried interest liabilities within accounts payable and accrued
expenses on the Condensed Consolidated Balance Sheets. Given the uniqueness of each fee arrangement, performance
fee contracts are evaluated on an individual basis to determine the timing of revenue recognition. Performance fees
typically arise from investment management activities that were initially undertaken in prior reporting periods.

Other revenues include fees derived primarily from transaction commissions earned upon the sale of new investments
into certain of our funds and fees earned upon the completion of transactions in our real estate and private equity asset
groups. Real estate transaction fees are derived from commissions earned through the buying and selling of properties.
Private equity transaction fees include commissions associated with the restructuring of, and fees from providing
advice to, portfolio companies held by the funds. These transaction fees are recorded in the Condensed Consolidated
Statements of Income on the date when Invesco’s services are complete which typically coincides with when the
transactions are legally complete.

Principal versus Agent

The company utilizes third party service providers to fulfill certain performance obligations in its revenue agreements.
Generally, the company is deemed to be the principal in these arrangements, because the company controls the
investment management and other related services before they are transferred to customers. Such control is evidenced
by the company’s primary responsibility to customers, the ability to negotiate the third party contract price and select
and direct third party service providers, or a combination of these factors. Therefore, investment management and
service and distribution fee revenues and the related third party distribution, service and advisory expenses are
reported on a gross basis.

Third-party distribution, service and advisory expenses include periodic “renewal” commissions paid to brokers and
independent financial advisors for the continuing oversight of their clients' assets over the time they are invested and
are payments for the servicing of client accounts. Renewal commissions are calculated based upon a percentage of the
AUM value and apply to much of the company's non-U.S. retail operations. As discussed above, the revenues from
the company’s U.S. retail operations include 12b-1 distribution fees, which are largely passed through to brokers who
sell the funds as third-party distribution expenses along with additional marketing support distribution costs. Both the
revenues and the costs are dependent on the underlying AUM of the brokers' clients. Third-party distribution expenses
also include the amortization of upfront commissions paid to broker-dealers for sales of fund shares with a contingent
deferred sales charge (a charge levied to the investor for client redemption of AUM within a certain contracted period
of time). The upfront distribution commissions are amortized over the redemption period. Also included in third-party
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distribution, service and advisory expenses are sub-transfer agency fees that are paid to third parties for processing
client share purchases and redemptions, call center support and client reporting. These costs are reimbursed by the
related funds.

12
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2. FAIR VALUE OF ASSETS AND LIABILITIES
The carrying value and fair value of financial instruments are presented in the below summary table. The fair value of
financial instruments held by CIP is presented in Note 12, "Consolidated Investment Products." See the company's
most recently filed Form 10-K for additional disclosures on valuation methodology and fair value.

September 30, 2018  December 31, 2017

$ in millions Carrying Fair Value Carrying Fair Value
Value Value
Cash and cash equivalents 1,631.5 1,631.5 2,006.4 2,006.4
Equity investments 309.2 309.2 346.6 346.6
Available-for-sale debt investments — — 15.9 15.9
Foreign time deposits * 20.1 20.1 28.6 28.6
Assets held for policyholders 12,268.2 12,268.2 12,4445 12,4445
Policyholder payables * (12,268.2) (12,268.2) (12,444.5) (12,444.5)
Contingent consideration liability — (45.4 ) (454 ) (574 ) (574 )
Long-term debt * (2,814.6 ) (2,883.3 ) (2,075.8 ) (2,258.1 )

These financial instruments are not measured at fair value on a recurring basis. See the most recently filed Form

« 10-K for additional information about the carrying and fair values of these financial instruments. Foreign time
deposits are measured at cost plus accrued interest, which approximates fair value, and are accordingly classified as
Level 2 securities.

13
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The following table presents, by hierarchy levels, the carrying value of the company's assets and liabilities, including
major security type for equity and debt securities, which are measured at fair value on the company's Condensed
Consolidated Balance Sheets as of September 30, 2018 and December 31, 2017, respectively:

$ in millions

Assets:

Cash equivalents:
Money market funds
Investments:*
Equity investments:
Seed money

Investments related to deferred compensation plans

Other equity securities
Assets held for policyholders
Total

Liabilities:

Contingent consideration liability

Total

$ in millions

Assets:

Cash equivalents:
Money market funds
Investments:*
Equity investments:
Seed money

Investments related to deferred compensation plans

Other equity securities

Available-for-sale debt investments:

CLOs
Other debt securities

As of September 30, 2018

Quoted
Prlc.es mn Significant
) Active
Fair Markets Other
Value Observable
Measurem OES Inputs
6igentical (Level 2)
Assets
(Level 1)
404.2 404.2 —
202.3 202.3 —
90.4 90.4 —
16.5 16.5 —

12,268.2 12,268.2 —
12,981.6 12,981.6 —

454 ) — —

454 ) — —

As of December 31, 2017
Quoted
Prlc.es n Significant

. Active

Fair Markets Other

Value Observable

Measurements Inputs
6igentical (Level 2)
Assets
(Level 1)

875.5 875.5 —

243.0 243.0 —

92.3 92.3 —

11.3 11.3 —

6.0 — 6.0

9.9 — —

Significant
Unobservable
Inputs

(Level 3)

Significant
Unobservable
Inputs

(Level 3)
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Assets held for policyholders 12,4445 12,4445 — —

Total 13,682.5 13,666.6 6.0 9.9
Liabilities:

Contingent consideration liability 574 ) — — (574 )
Total 574 ) — — (574 )

Foreign time deposits of $20.1 million (December 31, 2017: 28.6 million) are excluded from this table. Equity

,method and other investments of $308.7 million and $5.8 million, respectively, (December 31, 2017: $277.3 million
and $6.2 million, respectively) are also excluded from this table. These investments are not measured at fair value, in
accordance with applicable accounting standards.

14
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The following table shows a reconciliation of the beginning and ending fair value measurements for level 3 assets and
liabilities during the three and nine months ended September 30, 2018 and September 30, 2017, which are valued
using significant unobservable inputs:

Three months .
Nine months

ended
September 30, gr(;de;((i) 1S Se ptember
2018 ’
Contingent Contingedther
$ in millions Consideration Considedbn
Liability LiabilitySecurities
Beginning balance (50.1 ) (574 ) 99
Net unrealized gains and losses included in other gains and losses, net* 0.4 0.6 —
Disposition/settlements 4.3 11.4 (9.9 )
Ending balance (45.4 ) (454 ) —

Three months

ended September Nine months ended

September 30, 2017

30, 2017

Continge@dther Contingent  Other
$ in millions ConsiderXbh Considérhtidm Debt

LiabilitySecurities Liability Securities
Beginning balance (69.2 ) 9.8 (78.2) 129 132
Purchases/acquisitions — — — — 7.3
Net unrealized gains and losses included in other gains and losses, net* (1.6 ) — 02 — 2.2 )
Disposition/settlements 3.1 (0.1 ) 103 — (8.6 )
Transfer from level 3 to level 2 — — — (12.9) —
Ending balance (67.7 ) 9.7 (67.7) — 9.7

*These unrealized gains and losses are attributable to balances still held at the respective period ends.

Contingent Consideration Liability

At September 30, 2018 inputs used in the model included assumed growth rates in AUM ranging from (2.34)% to
0.74% (weighted average growth rate of (0.03)%) and a discount rate of 4.84%. Changes in fair value are recorded in
other gains and losses, net in the Condensed Consolidated Statements of Income in the period incurred. An increase in
AUM levels and/or a decrease in the discount rate would increase the fair value of the contingent consideration
liability, while a decrease in forecasted AUM and/or an increase in the discount rate would decrease the liability.
Total Return Swaps

The company entered into total return swap arrangements with respect to certain ETFs in the three months ended
September 30, 2018. At September 30, 2018, the aggregate notional value of the total return swaps was $172.5
million. Under the terms of each total return swap, the company receives the related market gains or losses on the
underlying investments and pays a floating rate to the respective counterparty. At September 30, 2018, the fair value
of the total return swaps related to the ETFs resulted in a liability balance of $1.3 million. For the three months ended
September 30, 2018, market valuation losses of $1.3 million were recognized in other gains and losses, net. The fair
value of the total return swaps was determined under the market approach using quoted prices of the underlying
investments and, as such, is classified as level 2 of the valuation hierarchy. The total return swaps are not designated
for hedge accounting.
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3. INVESTMENTS

The disclosures below include details of the company's investments. Investments held by CIP are detailed in Note 12,

"Consolidated Investment Products."
$ in millions

Equity investments:
Seed money

Investments related to deferred compensation plans 90.4

Other equity securities
Available-for-sale debt investments:
CLOs

Other debt securities

Equity method investments

Foreign time deposits

Other

Total investments

Available for sale debt investments

September 30, December 31,

2018 2017
202.3 243.0
92.3
16.5 11.3
— 6.0
— 9.9
308.7 2773
20.1 28.6
5.8 6.2
643.8 674.6

Upon adoption of ASU 2016-01, as of January 1, 2018, seed money investments formerly classified as

available-for-sale are now included as equity investments. Realized gains and losses recognized in the Condensed

Consolidated Statements of Income during the period from investments classified as available-for-sale are as follows:

For the three months

ended September 30,
2018
Proce€iloss Gross
$ in millions from Realized Realized
Sales Gains Losses
CLOs 42 1.5 —
Other debt securities — — —
42 1.5 —
For the three months
ended September 30,
2017
Proceedsoss Gross
$ in millions from Realized Realized
Sales Gains Losses
Seed money 152 1.6 —
CLOs 35 0.8 —
Other debt securities 0.1 0.2 —
18.8 2.6 —

For the nine months

ended September 30,
2018

Proce€dsss Gross
from Realized Realized
Sales Gains Losses
16.5 2.3 —

63 — 3.6 )
22.8 2.3 3.6 )
For the nine months
ended September 30,
2017

Proceedsss Gross
from Realized Realized
SalesGains Losses
61.7 2.7 (1.5 )
6.1 1.2 —

8.6 1.0 —

76.4 4.9 (1.5 )

Gross unrealized holding gains and losses recognized in accumulated other comprehensive income/(loss) from
available-for-sale debt investments are presented in the table below:

December 31, 2017
Gross Gross

Unrealized Unrealized Fair

$ in millions Cost Holding

Gains Losses

Holding

Value

24



Seed money 65.1 5.5
CLOs 49 1.1
Other debt securities 9.9 —

79.9 6.6
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1.3

1.3

)

)

69.3
6.0
9.9
85.2
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At December 31, 2017: 50 seed money funds had incurred gross unrealized holding losses. The following table
provides a breakdown of the unrealized losses.
December 31,
2017
Fair Gross
$ in millions Unrealized
Value
Losses
Less than 12 months 9.4 (0.8 )
12 months or greater 15.0 (0.5 )
Total 244 (1.3 )

Equity investments

The unrealized gains and losses for the three and nine months ended September 30, 2018, that relate to equity
investments still held at September 30, 2018, were a $2.2 million net gain and $1.4 million net gain, respectively
(three and nine months ended September 30, 2017: $3.9 million net gain and $14.1 million net gain related to trading
investments held at September 30, 2017).

4. LONG-TERM DEBT
The disclosures below include details of the company's debt. Debt of CIP is detailed in Note 12, “Consolidated
Investment Products.”
September 30, December 31,
2018 2017
CarryingFair  CarryingFair
Value**Value Value**Value
Floating rate credit facility expiring August 11,2022 737.2 7372 — —
Unsecured Senior Notes*:

$ in millions

$600 million 3.125% - due November 30, 2022 597.4 589.8 5969 608.8
$600 million 4.000% - due January 30, 2024 5946 6072 5940 634.7
$500 million 3.750% - due January 15, 2026 4954 4944 4951 5150
$400 million 5.375% - due November 30, 2043 390.0 454.8 389.8 499.6
Long-term debt 2,814.6 2,883.3 2,075.8 2,258.1

. The company's senior note indentures contain certain restrictions on mergers or consolidations. Beyond these items,
there are no other restrictive covenants in the indentures.
. Lhe difference between the principal amounts and the carrying values of the senior notes in the table above reflect
the unamortized debt issuance costs and discounts.

The company maintains approximately $15.8 million in letters of credit from a variety of banks. The letters of credit
are generally one-year automatically-renewable facilities and are maintained for various commercial reasons.

5. SHARE CAPITAL

The number of common shares and common share equivalents issued are represented in the table below:

As of
In millions ggll’gem]i’f’éc%?ﬁber 31,2017
Common shares issued 490.4 490.4
Less: Treasury shares for which dividend and voting rights do not apply (79.1) (83.3 )
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6. OTHER COMPREHENSIVE INCOME/(LOSS)

The components of accumulated other comprehensive income/(loss) were as follows:

$ in millions

Other comprehensive income/(loss) net of tax:

Currency translation differences on investments in foreign

subsidiaries
Other comprehensive income, net
Other comprehensive income/(loss), net of tax

Beginning balance

Other comprehensive income/(loss), net of tax
Ending balance

$ in millions

Other comprehensive income/(loss) net of tax:

Currency translation differences on investments in foreign

subsidiaries
Other comprehensive income, net
Other comprehensive income/(loss), net of tax

Beginning balance

Adjustment for adoption of ASU 2016-01
January 1, 2018, as adjusted

Other comprehensive income/(loss), net of tax
Ending balance

$ in millions

Other comprehensive income/(loss) net of tax:

Currency translation differences on investments in foreign

subsidiaries
Other comprehensive income, net
Other comprehensive income/(loss), net of tax

Beginning balance
Other comprehensive income/(loss), net of tax
Ending balance

For the three months ended September 30, 2018

Foreign Emp 19yee Equity Available—for—sa],%
currencybenefit  method . otal
investments

translatigrlans investments

(236 ) — — — (23.6 )
— 14 0.9 0.8 ) 15

(236 ) 14 0.9 0.8 ) (22.1 )
(459.5) (1074 ) 2.0 1.2 (563.7)
(236 ) 14 0.9 0.8 ) (22.1 )
(483.1) (106.0 ) 2.9 0.4 (585.8)

For the nine months ended September 30, 2018

Foreign Employee Equity .
currencybenefit  method Avallable—for—salsfotal

translatigrlans investments investments

(192.6) — — — (192.6)
— 3.7 (1.4 ) (1.1 ) 1.2
(192.6) 3.7 (1.4 ) (1.1 ) (191.4)
(290.5) (109.7 ) 4.3 4.7 (391.2)
— — — 3.2 ) B2 )
(290.5) (109.7 ) 4.3 1.5 (394.4)
(192.6) 3.7 (1.4 ) (1.1 ) (191.4)
(483.1) (106.0 ) 2.9 0.4 (585.8)

For the three months ended September 30, 2017
Foreign Employee Equity

currencybenefit  method Avallable—for—salsfotal

translatigrlans investments investments

1424 — — — 142.4
— 53 (0.1 ) (1.9 ) 33
1424 53 (0.1 ) (1.9 ) 1457
(469.9) (138.5 ) 6.0 8.2 (594.2)
1424 53 (0.1 ) (1.9 ) 1457
(327.5) (1332 ) 59 6.3 (448.5)
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For the nine months ended September 30, 2017
Foreign Employee Equity

$ in millions currencybenefit  method
translatigrlans investments

Available—for—sa]f
) otal
investments

Other comprehensive income/(loss) net of tax:
Currency translation differences on investments in foreign

. 3524 — — — 352.4
subsidiaries
Other comprehensive income, net — 6.0 1.1 1.3 8.4
Other comprehensive income/(loss), net of tax 3524 6.0 1.1 1.3 360.8
Beginning balance (679.9) (139.2 ) 4.8 5.0 (809.3)
Other comprehensive income/(loss), net of tax 3524 6.0 1.1 1.3 360.8
Ending balance (327.5) (1332 ) 5.9 6.3 (448.5)
Net Investment Hedge

The company designated certain intercompany debt as a non-derivative net investment hedging instrument against
foreign currency exposure related to its net investment in foreign operations. At September 30, 2018, £130 million
($169.5 million) of intercompany debt was designated as a net investment hedge. For the nine months ended
September 30, 2018, the Company recognized foreign currency gains of $6.4 million resulting from the net investment
hedge within currency translation differences on investments in foreign subsidiaries in other comprehensive income.
No hedge ineffectiveness was recognized in income.

7. REVENUE

The geographic disaggregation of revenue for the three and nine months ended September 30, 2018 is presented
below. There are no revenues attributed to the company's country of domicile, Bermuda.

For the For the

three nine

months months

ended ended

September September

30,2018 30, 2018

$ in millions

North America 835.5 2,483.8
EMEA 442.8 1,369.1
Asia-Pacific 63.5 205.3

Total operating revenues 1,341.8 4,058.2

The opening and closing balance of deferred carried interest liabilities for the nine months ended September 30, 2018
was $60.4 million and $60.9 million, respectively. During the nine months ended September 30, 2018, no
performance fee revenue was recognized that was included in the deferred carried interest liability balance at the
beginning of the period.

8. SHARE-BASED COMPENSATION
The company recognized total expenses of $124.5 million and $134.9 million related to equity-settled share-based
payment transactions in the nine months ended September 30, 2018 and 2017, respectively.
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Share Awards
Movements on share awards during the periods ended September 30, are detailed below:
For the nine months

For the nine months ended ended September

September 30, 2018

30, 2017
Weighted
i . Time- Performance- Average Time- Performance-
Millions of shares, except fair values Grant
VestedVested . VestedVested

Date Fair

Value ($)
Unvested at the beginning of period 12.0 0.9 31.52 12.1 0.8
Granted during the period 55 04 32.09 53 03
Forfeited during the period 0.2) — 31.71 0.4) —
Vested and distributed during the period (4.6 ) (0.4 ) 32.14 4.8) (0.2 )
Unvested at the end of the period 12.7 0.9 31.55 122 09

The total fair value of shares that vested during the nine months ended September 30, 2018 was $156.1 million (nine
months ended September 30, 2017: $158.0 million). The weighted average grant date fair value of the share awards
that were granted during the nine months ended September 30, 2018 was $32.09 (nine months ended September 30,
2017: $32.21).

At September 30, 2018, there was $324.4 million of total unrecognized compensation cost related to non-vested share
awards; that cost is expected to be recognized over a weighted average period of 2.61 years.

9. TAXATION

At September 30, 2018, the total amount of gross unrecognized tax benefits was $19.2 million as compared to the
December 31, 2017 total of $19.6 million. At December 31, 2017, the company had not completed the accounting for
the tax effects of enacting the Tax Cuts and Jobs Act (the "2017 Tax Act") and therefore recognized a provisional
income tax benefit of $130.7 million. As of September 30, 2018, the company has refined its estimate related to the
deductibility of executive compensation based on recent IRS proposed guidance, and recognized additional income
tax expense of $1.5 million in the quarter. In accordance with Staff Accounting Bulletin No. 118, the company is
required to complete its assessment and finalize the accounting in the fourth quarter of 2018 and though unlikely, the
final amounts could differ from the estimates recorded to date as additional guidance continues to be issued.
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10. EARNINGS PER SHARE

The calculation of earnings per share is as follows:
For the three For the nine
months ended  months ended
September 30,  September 30,

In millions, except per share data 2018 2017 2018 2017
Net income $281.2 $274.6 $788.3 $738.4
Net (income)/loss attributable to noncontrolling interests in consolidated entities (11.6 ) (7.1 ) (19.7 ) (19.3 )
Net income attributable to Invesco Ltd. 269.6 267.5 768.6 719.1
Less: Allocation of earnings to restricted shares 83 )@B0 )@233 ) (216 )
Net income attributable to common shareholders $261.3 $259.5 $745.3 $697.5

Invesco Ltd:

Weighted average shares outstanding - basic 4143 410.0 4132 409.2
Dilutive effect of non-participating share-based awards 0.1 0.5 0.2 0.4
Weighted average shares outstanding - diluted 4144 4105 4134  409.6
Common shareholders:

Weighted average shares outstanding - basic 4143 410.0 4132 409.2
Less: Weighted average restricted shares (12.7 ) (12.2 ) (125 ) (123 )
Weighted average common shares outstanding - basic 401.6 397.8 400.7 396.9
Dilutive effect of non-participating share-based awards 0.1 0.5 0.2 0.4
Weighted average common shares outstanding - diluted 401.7 398.3 4009 397.3
Earnings per share:

Basic earnings per share $0.65 $0.65 $1.86 $1.76
Diluted earnings per share $0.65 $0.65 $1.86 $1.76

See Note 8, “Share-Based Compensation,” for a summary of share awards outstanding under the company's share-based
compensation programs. These programs could result in the issuance of common shares from time to time that would
affect the measurement of basic and diluted earnings per share.

There were 0.9 million and 0.7 million shares of performance-vested awards and no time-vested awards excluded
from the computation of diluted earnings per share during the three and nine months ended September 30, 2018,
respectively, due to their inclusion being anti-dilutive (three and nine months ended September 30, 2017: none). There
were no contingently issuable shares excluded from the diluted earnings per share computation during the three and
nine months ended September 30, 2018 (three and nine months ended September 30, 2017:0.1 million), because the
necessary performance conditions for the shares to be issuable had not yet been satisfied at the end of the respective
period.

11. COMMITMENTS AND CONTINGENCIES

Commitments and contingencies may arise in the ordinary course of business.

Off Balance Sheet Commitments

The company has committed to co-invest in certain sponsored investment products which may be called in future
periods. At September 30, 2018, the company's undrawn capital commitments were $414.2 million (December 31,
2017: $292.8 million).

The Parent and various company subsidiaries have entered into agreements with financial institutions to guarantee
certain obligations of other company subsidiaries. The company would be required to perform under these guarantees
in the event of certain defaults. The company has not had prior claims or losses pursuant to these contracts and expects
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Legal Contingencies

The company is from time to time involved in litigation relating to claims arising in the ordinary course of its
business. The nature and progression of litigation can make it difficult to predict the impact a particular lawsuit will
have on the company. There are many reasons that the company cannot make these assessments, including, among
others, one or more of the following: the proceeding is in its early stages; the damages sought are unspecified,
unsupportable, unexplained or uncertain; the claimant is seeking relief other than compensatory damages; the matter
presents novel legal claims or other meaningful legal uncertainties; discovery has not started or is not complete; there
are significant facts in dispute; and there are other parties who may share in any ultimate liability.

In management’s opinion, adequate accrual has been made as of September 30, 2018 to provide for any such losses
that may arise from matters for which the company could reasonably estimate an amount. Management is of the
opinion that the ultimate resolution of such claims will not materially affect the company’s business, financial position,
results of operation or liquidity. Furthermore, in management’s opinion, it is not possible to estimate a range of
reasonably possible losses with respect to other litigation contingencies.

The investment management industry also is subject to extensive levels of ongoing regulatory oversight and
examination. In the United States, United Kingdom, and other jurisdictions in which the company operates,
governmental authorities regularly make inquiries, hold investigations and administer market conduct examinations
with respect to the company's compliance with applicable laws and regulations. Additional lawsuits or regulatory
enforcement actions arising out of these inquiries may in the future be filed against the company and related entities
and individuals in the United States, United Kingdom, and other jurisdictions in which the company and its affiliates
operate. Any material loss of investor and/or client confidence as a result of such inquiries and/or litigation could
result in a significant decline in AUM, which would have an adverse effect on the company’s future financial results
and its ability to grow its business.
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12. CONSOLIDATED INVESTMENT PRODUCTS (CIP)

The following table presents the balances related to CIP that are included on the Condensed Consolidated Balance
Sheets as well as Invesco's net interest in the CIP for each period presented. See the company's most recently filed
Form 10-K for additional disclosures on valuation methodology and fair value.

$ in millions

Cash and cash equivalents of CIP

Accounts receivable and other assets of CIP
Investments of CIP

Less: Debt of CIP

Less: Other liabilities of CIP

Less: Retained earnings

Less: Accumulated other comprehensive income, net of tax
Less: Equity attributable to redeemable noncontrolling interests
Less: Equity attributable to nonredeemable noncontrolling interests

Invesco's net interests in CIP

As of
September3€cember 31,
2018 2017

282.8 511.3

56.7 131.5

6,074.6  5,658.0
(4,820.5) (4,799.8 )
(315.8 ) (498.8 )
7.0 16.7

6.9 ) (16.6 )
(4232 ) (2432 )
(330.8 ) (258.6 )
5239 500.5

The following table reflects the impact of consolidation of investment products into the Condensed Consolidated
Statements of Income for the three and nine months ended September 30, 2018 and 2017:

$ in millions

Total operating revenues

Total operating expenses

Operating income

Equity in earnings of unconsolidated affiliates
Other gains and losses, net

Interest and dividend income of CIP
Interest expense of CIP

Other gains/(losses) of CIP, net
Income before income taxes

Net income

Three months Nine months
ended

September ended

30, September 30,
2018 2017 2018 2017
4.7 ) (6.2 ) (18.8 ) (25.7 )
5.1 4.2 14.5 5.2
(9.8 ) (104) (33.3 ) (309 )
B34 )GB7)0O8 )@4 )
8.0 (9.8 ) 16.3 (324 )
71.0 5277 196.0 1564
(51.7) (36.3) (137.5) (117.3)
8.8 153 (2.3 ) 534
229 5.8 294 208
229 5.8 294 208

Net (income)/loss attributable to noncontrolling interests in consolidated entities (11.6) (7.1 ) (19.7 ) (19.3 )

Net income attributable to Invesco Ltd.
Non-consolidated VIEs

113 (1.3 )97 1.5

At September 30, 2018, the company's carrying value and maximum risk of loss with respect to variable interest
entities (VIEs) in which the company is not the primary beneficiary was $286.1 million (December 31, 2017: $227.3

million).
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Balance Sheet information - newly consolidated VIEs/VOEs
During the nine months ended September 30, 2018, there were twenty-two newly consolidated VIEs and eight newly
consolidated voting rights entities (VOESs) (September 30, 2017: the company consolidated fifteen new VIEs.) The
table below illustrates the summary balance sheet amounts related to these products before consolidation into the
company. The balances below are reflective of the balances existing at the consolidation date after the initial funding
of the investments by the company and unrelated third-party investors. The current period activity for the consolidated
funds, including the initial funding and subsequent investment of initial cash balances into underlying investments of
CIP, is reflected in the company’s Condensed Consolidated Financial Statements.

For the For the For the

nine nine nine

months months months

ended ended ended

September September September

30,2018 30,2018 30,2017

$ in millions VIEs VOEs VIEs
Cash and cash equivalents of CIP 17.4 — 14.9
Accounts receivable and other assets of CIP 6.2 1.9 8.5
Investments of CIP 800.6 172.6 331.9
Total assets 824.2 174.5 355.3
Debt of CIP 555.2 — 15.1
Other liabilities of CIP 37.7 — 105.1
Total liabilities 592.9 — 120.2
Total equity 231.3 174.5 235.1
Total liabilities and equity 824.2 174.5 3553

Balance Sheet information - deconsolidated VIEs/VOEs

During the nine months ended September 30, 2018, the company determined that it was no longer the primary
beneficiary of five VIEs (September 30, 2017: the company determined that it was no longer the primary beneficiary
of six VIEs and one VOE. The amounts deconsolidated from the Condensed Consolidated Balance Sheets are
illustrated in the table below. There was no net impact to the Condensed Consolidated Statements of Income for the
nine months ended September 30, 2018 and 2017 from the deconsolidation of these investment products.

F.Or the For the nine
nine
months
months
ended
ended
September
September 30,2017
30, 2018 ’
$ in millions VIEs VIEs VOEs
Cash and cash equivalents of CIP 104.9 157 —
Accounts receivable and other assets of CIP 26.2 41 0.2
Investments of CIP 912.4 2429 49.8
Total assets 1,043.5 262.7 50.0
Debt of CIP 938.3 42 —
Other liabilities of CIP 9.0 3.1 —
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Total liabilities
Total equity
Total liabilities and equity

24

Edgar Filing: Invesco Ltd. - Form 10-Q

947.3 73 —
96.2 255.4 50.0
1,043.5 262.7 50.0
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The following tables present the fair value hierarchy levels of certain CIP balances which are measured at fair value as

of September 30, 2018 and December 31,

$ in millions

Assets:

Bank loans

Bonds

Equity securities

Equity and fixed income mutual funds

Investments in other private equity funds
Real estate investments

Total assets at fair value

$ in millions

Assets:

Bank loans

Bonds

Equity securities

Equity and fixed income mutual funds
Investments in other private equity funds
Real estate investments

Total assets at fair value

25

2017:

As of September 30, 2018

Significant
Other
Observable
Inputs
(Level 2)

5,110.6
505.6
3.8

5,620.0

Significant
Other
Observable
Inputs
(Level 2)

4,894.2
302.0
4.4

Quoted
Prices in
Fair Active
Value Markets
or
Measurepients .1
Assets
(Level 1)
5,110.6 —
505.6 —
243.0 239.2
18.3 18.3
1850 —
12.1 —
6,074.6 257.5
As of December 31, 2017
Quoted
Prices in
Fair Active
Value Markets
or
Measurepients o1
Assets
(Level 1)
4,894.2 —
302.0 —
203.2 198.8
19.0 19.0
1634 —
762 —
5,658.0 217.8

5,200.6

Significant
Unobservable
Inputs

(Level 3)

Significant
Unobservable
Inputs

(Level 3)

Investments
Measured
at NAV as
a practical
expedient

Investments
Measured
at NAV as
a practical
expedient

39



Edgar Filing: Invesco Ltd. - Form 10-Q

Table of Contents

The following tables show a reconciliation of the beginning and ending fair value measurements for level 3 assets and
liabilities using significant unobservable inputs:

Three Nine

months months

ended ended

September September

30,2018 30,2018

$ in millions Level 3 Level 3

Assets Assets
Beginning balance 52.0 76.2
Purchases — 13.0
Sales (39.3 ) (84.8 )
Gains and losses included in the Condensed Consolidated Statements of Income* (0.6 ) 7.7
Ending balance 12.1 12.1

Three Nine
months months
ended ended
September September
30,2017 30,2017

$ in millions Level 3 Level 3

Assets Assets
Beginning balance 59.9 40.7
Purchases — 15.1
Sales — (5.1 )
Gains and losses included in the Condensed Consolidated Statements of Income* 3.6 12.8
Ending balance 63.5 63.5

Included in gains/(losses) of CIP, net in the Condensed Consolidated Statements of Income for the three and nine

months ended September 30, 2018 are $0.5 million and $0.8 million respectively, in net unrealized losses
*attributable to investments still held at September 30, 2018 by CIP (for the three and nine months ended

September 30, 2017: $3.6 million and $12.4 million respectively, in net unrealized gains are attributable to

investments still held at September 30, 2017 by CIP).
The collateral assets held by consolidated CLOs are primarily invested in senior secured bank loans, bonds, and equity
securities. Bank loan investments of $5,036.5 million, which comprise the majority of consolidated CLO portfolio
collateral, are senior secured corporate loans from a variety of industries, including but not limited to the aerospace
and defense, broadcasting, technology, utilities, household products, healthcare, oil and gas, and finance industries.
Bank loan investments mature at various dates between 2018 and 2026 pay interest at LIBOR plus a spread of up to
9.5%, and typically range in S&P credit rating categories from BBB down to unrated. Interest income on bank loans
and bonds is recognized based on the unpaid principal balance and stated interest rate of these investments on an
accrual basis. At September 30, 2018, the unpaid principal balance exceeds the fair value of the senior secured bank
loans and bonds by approximately $50.1 million (December 31, 2017: the unpaid principal balance exceeded the fair
value of the senior secured bank loans and bonds by approximately $84.6 million). Approximately less than 1% of the
collateral assets were in default as of September 30, 2018 and 2017. CLO investments are valued based on price
quotations provided by third party pricing sources. These third party sources aggregate indicative price quotations
daily to provide the company with a price for the CLO investments. The company has developed internal controls to
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review the reasonableness and completeness of these price quotations on a daily basis. If necessary, price quotations
are challenged through a third-party pricing challenge process.

Notes issued by consolidated CLOs mature at various dates between 2026 and 2031 and have a weighted average
maturity of 10.8 years. The notes are issued in various tranches with different risk profiles. The interest rates are
generally variable rates based on LIBOR plus a pre-defined spread, which varies from 0.55% for the more senior
tranches to 7.45% for the more subordinated tranches. The investors in this debt are not affiliated with the company
and have no recourse to the general credit of the company for this debt.
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Quantitative Information about Level 3 Fair Value Measurements
At September 30, 2018, there were $12.1 million of investments held by consolidated real estate funds that were
valued using recent private market transactions.

The following table shows significant unobservable inputs used in the fair value measurement of level 3 assets at
December 31, 2017:

Weighted
Assets and Fair Value at December 31, 2017 Valuation Unobservable Inputs  Ranee Average
Liabilities ($ in millions) Technique p £ (by fair
value)
Real Estate Discounted Cash . 7% -
Investments $76.2 Flow Discount rate 339 17.00 %

Terminal

capitalization rate

Average rent growth 2% -
rate 3%

530 %530 %

250 %

The following narrative indicates the sensitivity of inputs illustrating the impact of significant increases to the inputs.
A directionally opposite impact would apply for significant decreases in these inputs:

For real estate investments, a change in the average rent growth rate would result in a directionally-opposite change in
the assumptions for discount rate and terminal capitalization rate. Significant increases in the average growth rate
would result in significantly higher fair values. Significant increases in the assumptions for discount rate and terminal
capitalization rate in isolation would result in significantly lower fair value measurements.

The table below summarizes as of September 30, 2018 and December 31, 2017, the nature of investments that are
valued using the NAV as a practical expedient and any related liquidation restrictions or other factors which may
impact the ultimate value realized.

September 30, 2018 December 31, 2017
in millions, Fair Total Unfunded Weighted Average Fair Total Weighted Average
. . Unfunded ..
except term data Value = Commitments Remaining Term @ Value ! Remaining Term @
Commitments
Private equity  ¢195 ) 4830 5.5 years $163.4 $53.9 5.5 years

funds (D

(I)These investments are not subject to redemption; however, for certain funds, the investors may sell or transfer their
interest, which may require approval by the general partner of the underlying funds.

(2)These investments are expected to be returned through distributions as a result of liquidations of the funds'
underlying assets over the weighted average periods indicated.

13. RELATED PARTIES

Certain managed funds are deemed to be affiliated entities under the related party definition in ASC 850, "Related

Party Disclosures." Additionally, related parties include those defined in the company's proxy statement.
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Three months  Nine months

ended ended
September 30, September 30,
$ in millions 2018 2017 2018 2017

Affiliated operating revenues:
Investment management fees 915.6 937.0 2,757.1 2,654.5

Service and distribution fees 2389 217.2 17239 634.1
Performance fees 0.8 40.5 7.6 52.1
Other 47.6 14.9 148.3 46.0

Total affiliated operating revenues 1,202.9 1,209.6 3,636.9 3,386.7

$ in millions September 30, December 31,

2018 2017
Affiliated asset balances:
Cash and cash equivalents 404.2 875.5
Unsettled fund receivables 376.2 204.0
Accounts receivable 342.5 359.9
Investments 602.6 608.5
Assets held for policyholders 12,267.8 12,444 .2
Other assets 34 9.2
Total affiliated asset balances 13,996.7 14,501.3
Affiliated liability balances:
Accrued compensation and benefits 74.7 90.7
Accounts payable and accrued expenses 64.3 64.5
Unsettled fund payables 184.2 288.8
Total affiliated liability balances 323.2 444.0

14. BUSINESS COMBINATIONS

On April 6, 2018, the company acquired the Guggenheim Investments' ETF business for $1.2 billion. The company
borrowed $835 million on its credit facility in connection with the acquisition. The initial estimates of identified
assets acquired in the purchase are $527 million of acquired intangible assets (primarily indefinite-lived fund
management contracts) and $677 million of tax deductible goodwill.

On June 4, 2018, the company acquired Intelliflo, a market-leading UK provider of advisor focused digital solutions.
Our initial estimated purchase price allocation consists primarily of acquired intangible assets (customer relationships,
developed technology and related assets) and goodwill.

As the company receives additional information related to these recent transactions, certain initially recorded
estimates may change.

15. SUBSEQUENT EVENTS

On October 17, 2018, the company signed a definitive agreement whereby Invesco will acquire Massachusetts Mutual
Life Insurance Company's ("MassMutual") asset management affiliate, OppenheimerFunds, Inc., for consideration of
81.9 million shares of common stock and $4 billion in perpetual, non-cumulative preferred stock with a 21-year
non-call period and a fixed rate of 5.9%. The shareholder agreement specifies a lock-up period of two years for the
common stock and five years for the preferred stock. The transaction is expected to close in the second quarter of
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2019, pending necessary regulatory and other third-party approvals.
On October 18, 2018, the company announced a third quarter 2018 dividend of 30.0 cents per share, payable on
December 3, 2018, to shareholders of record at the close of business on November 13, 2018 with an ex-dividend date

of November 9, 2018.
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On October 18, 2018, the company announced plans to buy back $1.2 billion of the company's common shares within
the next two years. In connection with this effort, on October 24, 2018, the company entered into a forward contract to
purchase $300.0 million of its common shares; the purchase price for such shares will be determined no later than
December 31, 2018 and settlement of the purchase will occur by the third quarter of 2019.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations should be
read in conjunction with the Condensed Consolidated Financial Statements and related Notes thereto, which appear
elsewhere in this Report. Except for the historical financial information, this Report may include statements that
constitute ‘“forward-looking statements” under the United States securities laws. Forward-looking statements include
information concerning future results of our operations, expenses, earnings, liquidity, cash flow and capital
expenditures, industry or market conditions, assets under management, geopolitical events and their potential impact
on the company, acquisitions and divestitures, debt and our ability to obtain additional financing or make payments,
regulatory developments, demand for and pricing of our products and other aspects of our business or general
economic conditions. In addition, words such as “believes,” “expects,” “anticipates,” “intends,” “plans,” “estimates,” “projects
“forecasts,” and future or conditional verbs such as “will,” “may,” “could,” “should,” and “would” as well as any other stateme
that necessarily depends on future events, are intended to identify forward-looking statements.

Forward-looking statements are not guarantees, and they involve risks, uncertainties and assumptions. Although we
make such statements based on assumptions that we believe to be reasonable, there can be no assurance that actual
results will not differ materially from our expectations. We caution investors not to rely unduly on any
forward-looking statements and urge you to carefully consider the risks described in this Report and our most recent
Form 10-K filed with the Securities and Exchange Commission ("SEC").

You may obtain these reports from the SEC’s website at www.sec.gov. We expressly disclaim any obligation to update
the information in any public disclosure if any forward-looking statement later turns out to be inaccurate.

References

In this Report, unless otherwise specified, the terms “we,” “our,” “us,” “company,” "firm," “Invesco,” and “Invesco Ltd.” refer
Invesco Ltd., a company incorporated in Bermuda, and its subsidiaries.

Executive Overview

The following executive overview summarizes the significant trends affecting our results of operations and financial
condition for the periods presented. This overview and the remainder of this management's discussion and analysis
supplements and should be read in conjunction with the Condensed Consolidated Financial Statements of Invesco Ltd.
and its subsidiaries and the notes thereto contained elsewhere in this Report.

The three months ended September 30, 2018 saw a divergence in global returns as U.S. markets outperformed other
world markets. In the U.S., strong economic growth and positive earnings data helped to propel markets higher despite
continued concerns of escalations in the trade war between the U.S. and China. Additionally, continued strong
economic indicators led the Federal Reserve to enact a 25 basis point increase in the federal funds rate during the
period. The S&P reached record levels during the quarter before ultimately finishing the period up 7.2%. European
markets were mixed as fears over trade wars and the impact of tariffs impacted emerging markets while positive
economic indicators led the Bank of England to raise interest rates by 25 basis points during the quarter. Concerns of
no deal between the UK and the EU on the Brexit referendum also weighed on markets which led the FTSE 100 to
finish the period down 1.7%. In Japan, a positive economic outlook, weakening Yen, and improving corporate profits
helped to drive markets higher with the Nikkei 225 finishing the quarter up 8.1%.

Bond returns for the quarter were mixed as strong economic indicators and rate increases implemented in the U.S. and
UK drove yields higher. Corporate bonds saw positive returns for the period while government bonds returns were
mostly negative which led to the U.S. Aggregate Bond Index to finish flat for the quarter.

9 ¢ LT3 9 ¢ 99 ¢

30

47



Edgar Filing: Invesco Ltd. - Form 10-Q

48



Edgar Filing: Invesco Ltd. - Form 10-Q

Table of Contents

The table below summarizes returns based on price appreciation/(depreciation) of several major market indices for the
three and nine months ended periods ended September 30, 2018 and 2017:

Three months Nine months
ended

Index expressed in currency §8ptember gg(;f:mber 30,
Equity Index 2018 2017 2018 2017
S&P 500 U.S. Dollar 72 % 40% 9.0 % 12.5%
FTSE 100 British Pound (1.7)% 0.8% (2.3)% 3.2 %
FTSE 100 U.S. Dollar (2.8)% 3.8% (5.8)% 12.0%
Nikkei 225 Japanese Yen 81 % 1.6% 6.0 % 6.5 %
Nikkei 225 U.S. Dollar 56 % 14% 5.1 % 103 %
MSCI Emerging Markets U.S. Dollar 2.0)% 7.0% (9.5)% 25.5%
Bond Index
Barclays U.S. Aggregate Bond U.S. Dollar 0.0 % 09% (1.6)% 3.1 %

The company's financial results are impacted by the strengthening or weakening of the U.S. Dollar against other
currencies, as discussed in the "Foreign Exchange Impact on Balance Sheet, Assets Under Management and Results of
Operations" section and the "Results of Operations" section below.

Our revenues are directly influenced by the level and composition of our AUM. Therefore, movements in global
capital market levels, net new business inflows (or outflows) and changes in the mix of investment products between
asset classes and geographies may materially affect our revenues from period to period. As fee rates differ across
geographic locations, changes to exchange rates have an impact on the net revenue yields.

Invesco benefits from our long-term efforts to ensure a diversified base of AUM. One of Invesco's core strengths, and
a key differentiator for the company within the industry, is our broad diversification across client domiciles, asset
classes and distribution channels. Our geographic diversification recognizes growth opportunities in different parts of
the world. This broad diversification mitigates the impact on Invesco of different market cycles and enables the
company to take advantage of growth opportunities in various markets and channels. The company is moving to a
unified brand - Invesco, while preserving the time-tested and distinctive investment perspectives, processes and
approaches of our different investment teams across the globe. This effort will contribute to a more consistent client
experience across multiple markets and strengthen our ability to market our comprehensive range of capabilities more
effectively.

On October 17, 2018, Invesco entered into a definitive agreement to acquire OppenheimerFunds from MassMutual,
which includes approximately $250 billion of AUM. This strategic transaction will bring Invesco’s total AUM to more
than $1.2 trillion, making it the 13th-largest global investment manager and sixth-largest US retail investment
manager(!), further enhancing the company’s ability to meet client needs through its comprehensive range of
high-conviction active, passive and alternative capabilities. Under the terms of the agreement, Invesco will acquire
OppenheimerFunds for consideration of 81.9 million shares of Invesco common equity and $4 billion in perpetual,
non-cumulative preferred shares with a 21-year non-call period and a fixed rate of 5.9%. The shareholder agreement
specifies a lock-up period of two years for the common stock and five years for the preferred stock.

The highly complementary investment and distribution capabilities of Invesco and OppenheimerFunds will strengthen
the combined organization’s ability to provide more relevant investment outcomes to an expanded number of
institutional and retail clients in the US and around the globe. Both Invesco’s and OppenheimerFunds’ clients will
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benefit from the resulting combination, which will incorporate OppenheimerFunds’ high-performing investment
capabilities, including a strong international and emerging markets equity franchise, and its powerful US third-party
distribution platform, with Invesco’s global distribution organization, strong and diversified product lineup, and
institutional and technology-driven client outreach. The transaction is expected to close in the second quarter of 2019,
pending necessary regulatory and other third-party approvals.

Invesco Great Wall Fund Management Company ("Invesco Great Wall"), the company's largest joint venture in
China, is experiencing strong growth. In June, Invesco Great Wall's Jingyi Money Market Fund was selected as one of
seven money market funds to be included in the money market program, Yu'E Bao, administered by Ant Financial, an
affiliate of Alibaba. Given the company's influence on Invesco Great Wall, a change in regulation allowing increased
foreign ownership, and reaching agreement in principle in the third quarter to obtain a majority stake of the joint
venture, the company began reporting 100% of the flows and AUM for Invesco Great Wall beginning in the third
quarter. The company's non-GAAP operating results now reflect the economics of these holdings on a basis consistent
with the underlying AUM and flows.
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On April 6, 2018 the company completed its previously announced acquisition of Guggenheim Investments’
exchange-traded funds (ETF) business, which consists of $38.1 billion of assets under management (at date of
acquisition). The acquisition strengthens Invesco’s market-leading ETF capabilities as well as the firm’s efforts to meet
the needs of institutional and retail clients in the U.S. and across the globe, which will contribute further to the growth
and long-term success of the business. With this acquisition, Invesco’s ETF assets under management total $233.0
billion globally (as of September 30, 2018). The aggregate purchase price paid by Invesco upon completion of the
transaction was $1.2 billion.

On June 4, 2018, the company acquired Intelliflo, the No. 1 technology platform for financial advisors in the UK.(?)
The addition of Intelliflo builds on the 2016 acquisition of Jemstep to deliver a global, advisor-focused digital
platform that enhances the firm’s ability to meet evolving client needs.

Invesco continues to demonstrate its commitment to supporting financial advisors with industry leading tools and
resources, such as Jemstep, as we believe these areas are key to delivering superior investment experiences. The range
of investment capabilities available through Jemstep are broad across the firm's active, alternative and ETF offerings.
Additionally, Jemstep offers open architecture to help advisors provide customized solutions for clients. As a
market-leading provider of digital solutions, Jemstep continues to expand its capabilities and market presence, and is
an integral part of Invesco's growth strategy.

The Markets in Financial Instrument Directive (MiFID II) became effective in Europe in January 2018. Invesco is
committed to ensuring our investment professionals have access to the external research market in order to achieve
our long-term investment performance goals. Beginning in January 2018, external research costs incurred for MiFID
IT impacted funds and client accounts in Europe have been absorbed by the company and are not material to the
company's financial statements.

On December 22, 2017, the 2017 Tax Act was signed into law. The 2017 Tax Act, among other items, reduces the
federal corporate tax rate from 35% to 21% effective January 1, 2018. Our intention is to use the additional cash flow
generated from the lower tax rate first to reduce the outstanding balance on the credit facility resulting from
acquisitions. After the credit facility balance is reduced, any residual excess will follow our capital management
priorities.

In addition, during the third quarter of 2018:

Invesco Great Wall (IGW) won numerous industry awards during the Asset Management Association of China's
inaugural event to mark the 20t anniversary of the establishment of China's fund industry. IGW was recognized in
two categories: Outstanding Fund Management Company & Management Team for its successive management teams
(Chairman, CEQ, Chief Supervisor) since launch, and Outstanding Products & Management Team for its IGW Select
Equity Mixed Securities Fund, IGW Domestic Demand Growth Mixed Securities Fund and IGW DingYi Mixed
Securities Fund.

Invesco was recognized as being among the top three investment managers in servicing institutional investors in Asia
by market intelligence consultant Greenwich Associates.

Invesco won the 2018 Multi Asset Manager of the year award, which was given at the LAPF Investment Awards held
tn London. This award recognizes the combined capabilities of the Henley Multi-Asset team, Invesco Global Asset
Allocation (IBRA) team and 1QS Balanced Solutions team, highlighting the breadth of our multi-asset offering.
dnvesco Wholesalers Todd Matlack and Lloyd Silk were named to the National Association of Plan Advisors’ 2018
Top 100 DC Wholesalers. These “DC Wingmen” made the cut from a pool of about 1,400 wholesalers, based on voting
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by thousands of NAPA members.
Invesco launched a new suite of factor ETFs which brings together some of our best passive and active capabilities.
The suite includes eight products and leverages the expertise of our Fixed Income team and our new Indexing team.
Invesco launched the Invesco Perpetual Summit Growth range - five multi-asset funds designed to help financial
advisers in the UK match the risk profiles of their clients by accessing the breadth of Invesco's diverse investment
capabilities.
Invesco launched Canada’s first equal-weight European large-cap ETF providing equal-weight exposure to the
. companies that make up the S&P Europe 350 Index. Invesco S&P Europe 350 Equal Weight Index ETF (EQE)
offers investors the potential benefits of balanced exposure, disciplined rebalancing and higher return potential.
Invesco earned an A+ rating in PRI (Principles for Responsible Investment) for its overall approach to responsible
investment for second consecutive year.
dnvesco Real Estate signed the single largest asset deal in its European history.

One of the company's strategic objectives is to harness the power of our global platform by improving effectiveness
and efficiency by allocating our resources to the opportunities that will best benefit clients and our business. During
2018, the company has continued our efforts to transform several key business support functions to become more
effective and efficient
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by leveraging shared service centers, outsourcing, automating key processes and optimizing the company's office
footprint. Consistent with this objective, business optimization charges of $14.5 million and $28.7 million were
recorded during the three and nine months ended September 30, 2018. Total costs of these initiatives at completion are
estimated to be approximately $160 million, of which $9 million remains to be incurred through 2018. At the end of
the third quarter 2018, these initiatives have produced annualized run-rate expense savings of approximately $54
million, and by completion in 2018, the annualized run-rate savings is expected to be up to $62 million.

Source for global ranking: P&I Research, Morningstar (AUM as of June 2018) and Simfund (AUM as of Dec. 31,
2017), Advisor Brandscape. Source for US ranking: Invesco and Strategic Insight. Based on AUM of US
(1)domiciled long-term open-end, closed-end, exchange traded funds, money market funds, and VI assets as measured
at the parent company level. It does not include funds that are not US domiciled or any other categories of
investment vehicles not expressly listed, such as, but not limited to SA, SMA and UIT assets.
(2) Data as of June 30, 2018. Source: Platform - Adviser Market: Fintech and Digital, January 2018 report.

Presentation of Management's Discussion and Analysis of Financial Condition and Results of Operations - Impact of
Consolidated Investment Products

The company provides investment management services to, and has transactions with, various retail mutual funds and
similar entities, private equity, real estate, fund-of-funds, collateralized loan obligation products (CLOs), and other
investment entities sponsored by the company for the investment of client assets in the normal course of business. The
company serves as the investment manager, making day-to-day investment decisions concerning the assets of the
products. Investment products that are consolidated are referred to in this Form 10-Q (Report) as consolidated
investments products (CIP). CIP includes all variable and voting interest entities, as applicable. The company's
economic risk with respect to each investment in CIP is limited to its equity ownership and any uncollected
management and performance fees. See also Note 12, "Consolidated Investment Products," for additional information
regarding the impact of the consolidation of managed funds.

The majority of the company's CIP balances are CLO-related. The collateral assets of the CLOs are held solely to
satisfy the obligations of the CLOs. The company has no right to the benefits from, nor does it bear the risks
associated with, the collateral assets held by the CLOs, beyond the company's direct investments in, and management
and performance fees generated from, the CLOs. If the company were to liquidate, the collateral assets would not be
available to the general creditors of the company, and as a result, the company does not consider them to be company
assets. Likewise, the investors in the CLOs have no recourse to the general credit of the company for the notes issued
by the CLOs. The company therefore does not consider this debt to be a company liability.

The impact of CIP is so significant to the presentation of the company’s Condensed Consolidated Financial Statements
that the company has elected to deconsolidate these products in its non-GAAP disclosures. The following discussion
therefore combines the results presented under U.S. generally accepted accounting principles (U.S. GAAP) with the
company’s non-GAAP presentation. This Management’s Discussion and Analysis of Financial Condition and Results of
Operations contains four distinct sections, which follow the AUM discussion:

Results of Operations (three and nine months ended September 30, 2018 compared to three and nine months ended
September 30, 2017);

$chedule of Non-GAAP Information;

Balance Sheet Discussion; and

{iquidity and Capital Resources.

Wherever a non-GAAP measure is referenced, a disclosure will follow in the narrative or in the note referring the
reader to the Schedule of Non-GAAP Information, where additional details regarding the use of the non-GAAP
measure by the company are disclosed, along with reconciliations of the most directly comparable U.S. GAAP
measures to the non-GAAP measures. To further enhance the readability of the Results of Operations section, separate
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tables for each of the revenue, expense, and other income and expenses (non-operating income/expense) sections of
the income statement introduce the narrative that follows, providing a section-by-section review of the company’s
income statements for the periods presented.
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Summary Operating Information
Summary operating information is presented in the table below:

$ in millions, other than per share amounts, operating margins and AUM Three months ended Nine months ended

September 30, September 30,
U.S. GAAP Financial Measures Summary 2018 2017 2018 2017
Operating revenues 1,341.8 1,337.7 4,058.2 3,784.7
Operating income 322.1 360.3 974.5 936.5
Operating margin 240 % 269 % 240 % 247 %
Net income attributable to Invesco Ltd. 269.6 267.5 768.6 719.1
Diluted EPS 0.65 0.65 1.86 1.76
Non-GAAP Financial Measures Summary
Net revenues (D 966.9 976.6 2,898.8 2,750.0
Adjusted operating income ) 357.8 402.4 1,091.6  1,084.7
Adjusted operating margin ) 37.0 % 412 % 377 % 394 %
Adjusted net income attributable to Invesco Ltd. 4 274.4 291.8 821.4 806.8
Adjusted diluted EPS & 0.66 0.71 1.99 1.97
Assets Under Management
Ending AUM (billions) 980.9 917.5 980.9 917.5
Average AUM (billions) 985.1 890.8 970.1 856.6

Net revenues is a non-GAAP financial measure. Net revenues are operating revenues plus the net revenues of
Invesco Great Wall, less third-party distribution, service and advisory expenses, plus management and performance
fees earned from CIP. See "Schedule of Non-GAAP Information," for the reconciliation of operating revenues to
net revenues.

Adjusted operating income and adjusted operating margin are non-GAAP financial measures. Adjusted operating
margin is adjusted operating income divided by net revenues. Adjusted operating income includes operating
income plus the net operating income of Invesco Great Wall, the operating income impact of the consolidation of
investment products, business combination-related adjustments, compensation expense related to market valuation
changes in deferred compensation plans, and other reconciling items. See "Schedule of Non-GAAP Information,"
for the reconciliation of operating income to adjusted operating income.

Adjusted net income attributable to Invesco Ltd. and adjusted diluted EPS are non-GAAP financial measures.
Adjusted net income attributable to Invesco Ltd. is net income attributable to Invesco Ltd. adjusted to exclude the
impact of CIP on net income attributable to Invesco Ltd., add back business combination-related adjustments, the
net income impact of deferred compensation plans and other reconciling items. Adjustments made to net income
attributable to Invesco Ltd. are tax-effected in arriving at adjusted net income attributable to Invesco Ltd. By
calculation, adjusted diluted EPS is adjusted net income attributable to Invesco Ltd. divided by the weighted
average number of shares outstanding (for diluted EPS). See "Schedule of Non-GAAP Information," for the
reconciliation of net income attributable to Invesco Ltd. to adjusted net income attributable to Invesco Ltd.
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Investment Capabilities Performance Overview
Invesco's first strategic priority is to achieve strong investment performance over the long-term for our clients. The
table below presents the one-, three- and five-year performance of our actively managed investment products
measured by the percentage of AUM ahead of benchmark and AUM in the top half of peer group.(!)

Benchmark Peer Group

Comparison Comparison

% of AUM Ahead © ©f AUM InTop

of Benchmark Half of Peer
Group

lyr 3yr Syr 1lyr 3yr Syr
Equities
U.S. Core 14 %0 %13 % 26 %0 %7 %
U.S. Growth 31 %40 %40 % 9 %56 %36 %
U.S. Value 35 %50 %50 % 35 %50 %50 %
Sector Funds 49 %57 %53 % 49 %34 %29 %
UK. 6 %8 %70 % 2 %1 N6 %
Canadian 5 %11 %0 %5 %11 %0 %
Asian 74 %75 %90 % 57 %87 %85 %
Continental European 54 %85 %99 % 35 %66 %79 %
Global 40 %37 %50 % 42 %50 %67 %

Global Ex U.S. and Emerging Markets 1 %17 %12 % 0 %17 %4 %
Fixed Income

Money Market 98 %99 %99 % 86 %87 %98 %
U.S. Fixed Income 58 %90 %88 % 65 %718 %86 %
Global Fixed Income 34 %45 %48 % 38 %36 %41 %
Stable Value 100% 100% 100 % 100% 100% 100 %
Other

Alternatives 35 %66 %66 % 41 %46 %715 %
Balanced 41 %46 %46 % 31 %94 %85 %

Excludes passive products, closed-end funds, private equity limited partnerships, non-discretionary funds, unit
investment trusts, fund of funds with component funds managed by Invesco, stable value building block funds and
CDOs. Certain funds and products were excluded from the analysis because of limited benchmark or peer group
data. Had these been available, results may have been different. These results are preliminary and subject to
revision. AUM measured in the one, three, and five year quartile rankings represents 52%, 52%, and 49% of total
Invesco AUM, respectively, and AUM measured versus benchmark on a one, three, and five year basis represents

(1)65%, 63%, and 58% of total Invesco AUM as of 9/30/18. Peer group rankings are sourced from a widely-used third
party ranking agency in each fund’s market (Lipper, Morningstar, IA, Russell, Mercer, eVestment Alliance, SITCA,
Value Research) and asset-weighted in USD. Rankings are as of prior quarter-end for most institutional products
and prior month-end for Australian retail funds due to their late release by third parties. Rankings are calculated
against all funds in each peer group. Rankings for the primary share class of the most representative fund in each
composite are applied to all products within each composite. Performance assumes the reinvestment of dividends.
Past performance is not indicative of future results and may not reflect an investor’s experience.
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Foreign Exchange Impact on Balance Sheet, Assets Under Management and Results of Operations

A significant portion of our business is based outside of the U.S. The strengthening or weakening of the U.S. Dollar
against other currencies, primarily the Pound Sterling, Canadian Dollar, Euro and Japanese Yen will impact our
assets, liabilities, AUM and reported revenues and expenses from period to period. The assets, liabilities and AUM of
foreign subsidiaries are translated at period end spot foreign currency exchange rates. The income statements of
foreign currency subsidiaries are translated into U.S. Dollars, the reporting currency of the company, using average
foreign exchange rates.

The table below illustrates the spot foreign exchange rates used for translation of non-U.S. Dollar denominated assets,
liabilities and AUM into U.S. Dollars:

Spot Foreign Exchange Rates September 30, June 30, December 31, September 30, June 30, December

2018 2018 2017 2017 2017 31, 2016
Pound Sterling ($ per £) 1.304 1.320 1.353 1.342 1.299 1.236
Canadian Dollar (CAD per $) 1.292 1.316 1.253 1.250 1.299 1.341
Japan (¥ per $) 113.550 110.760 112.645 112.575 112.375 116.600
Euro ($ per Euro) 1.161 1.168 1.201 1.182 1.140 1.054

The table below illustrates the average foreign exchange rates used for translation of non-U.S. Dollar denominated
income, including revenues and expenses, into U.S. Dollars:

Three months Nine months

ended September ended September

30, 30,
Average Foreign Exchange Rates 2018 2017 2018 2017
Pound Sterling ($ per £) 1.303 1308 1352 1.275
Canadian Dollar (CAD per $) 1.307 1.253 1.287 1.306
Japan (¥ per $) 111.448 110.906 109.586 111.888
Euro ($ per Euro) 1.163 1.174 1.195 1.113

A comparison of period end spot rates between September 30, 2018 and December 31, 2017 shows a weakening of the
Pound Sterling, the Euro, the Japanese Yen and the Canadian Dollar relative to the U.S. Dollar, which is reflected in
the translation of our Pound Sterling-based, Euro-based, Canadian Dollar-based and Japanese Yen-based assets,
liabilities and AUM into U.S. Dollars, respectively.

A comparison of the average foreign exchange rates used for the three months ended September 30, 2018 when
compared to the three months ended September 30, 2017 shows a weakening of the Pound Sterling, the Euro,
Canadian Dollar and Japanese Yen relative to the U.S Dollar, which is reflected in the translation of our Pound
Sterling-based, Japanese Yen-based, Canadian Dollar-based and Euro-based revenue and expenses into U.S. Dollars.
A comparison of the the nine months ended September 30, 2018 when compared to the nine months ended
September 30, 2017 shows a strengthening of the Pound Sterling, the Euro, Canadian Dollar and Japanese Yen
relative to the U.S Dollar, which is reflected in the translation of our Pound Sterling-based, Japanese Yen-based,
Canadian Dollar-based and Euro-based revenue and expenses into U.S. Dollars.
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Assets Under Management movements for the three and nine months ended September 30, 2018 compared with the
three and nine months ended September 30, 2017

The following presentation and discussion of AUM includes Passive and Active AUM. Passive AUM include
index-based ETFs, unit investment trusts (UITs), non-fee earning leverage, foreign exchange overlays and other
passive mandates. Active AUM is total AUM less Passive AUM.

Non-management fee earning AUM includes Invesco QQQ, UITs and product leverage. The net flows in
non-management fee earning AUM can be relatively short-term in nature and, due to the relatively low revenue yield,
these can have a significant impact on overall net revenue yield.

The AUM tables and the discussion below refer to AUM as long-term. Long-term inflows and the underlying reasons
for the movements in this line item include investments from new clients, existing clients adding new accounts/funds
or contributions/subscriptions into existing accounts/funds, and new funding commitments into private equity funds.
Long-term outflows reflect client redemptions from accounts/funds and include the return of invested capital on the
maturity or liquidation of private equity funds. We present net flows into institutional money market funds separately
because shareholders of those funds typically use them as short-term funding vehicles and because their flows are
particularly sensitive to short-term interest rate movements.
Changes in AUM were as follows:

For the three months ended September 30,

2018 2017
$ in billions 1%?\1[ Active Passive 1%?\1[ Active Passive
June 30 963.3 722.1 241.2 8583 701.7 156.6
Long-term inflows 436 283 153 450 351 99
Long-term outflows (54.8) (39.2) (156 ) (40.9) (32.3) (86 )
Long-term net flows (11.2) (109) (0.3 ) 4.1 2.8 1.3
Net flows in non-management fee earning AUM 32 — 32 0.9 — 0.9
Net flows in institutional money market funds 3.1 3.1 — 54 54 —
Total net flows 49 ) (@8 )29 104 8.2 2.2
Reinvested distributions (1) 1.7 1.7 — 1.1 1.1 —
Market gains and losses (1) 143 47 96 150 93 57
Acquisitions ©) 95 93 02 260 — 26.0
Foreign currency translation 3.0 ) @3B0 ) — 6.7 6.7 —
September 30 980.9 727.0 2539 917.5 727.0 190.5
Average AUM
Average long-term AUM 803.6 652.6 151.0 7327 640.8 91.9
Average AUM 985.1 736.3 248.8 890.8 717.0 173.8
Revenue yield
Gross revenue yield on AUM @ 558 702 143 60.7 71.6 16.0
Gross revenue yield on AUM before performance fees @ 554  69.7 143 587 692 16.0
Net revenue yield on AUM ©) 393 477 143 439 506 16.0

Net revenue yield on AUM before performance fees (3 389 473 143 419 482 160
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For the nine months ended September 30,

2018 2017
$ in billions 1%;11 Active Passive 1({;?\1[ Active Passive
December 31 937.6 738.6 199.0 8129 6685 1444
Long-term inflows 154.6 1040 50.6 1325 106.1 264
Long-term outflows (173.5) (124.8) (48.7 ) (126.5) (104.0) (22.5 )
Long-term net flows (18.9 ) (20.8 ) 1.9 6.0 2.1 3.9
Net flows in non-management fee earning AUM 3.7 — 3.7 1.4 — 1.4
Net flows in institutional money market funds 4.4 4.4 — 0.1 0.1 —
Total net flows (10.8 ) (164 ) 5.6 7.5 2.2 5.3
Reinvested distributions (1) 3.0 3.0 — 1.1 1.1 —
Market gains and losses (1) 124 (1.6 ) 140 51.1 364 147
Transfers 9 — 1.5 a1s5 ) — — —
Acquisitions ©) 476 105 37.1 260 — 26.0
Foreign currency translation 89 )@6 ) (03 ) 189 18.8 0.1
September 30 980.9 727.0 2539 9175 727.0 190.5
Average AUM
Average long-term AUM 797.5 660.2 137.3 706.7 624.8 819
Average AUM 970.1 7394 230.7 856.6 6959 160.7
Revenue yield
Gross revenue yield on AUM @ 566 699 148 595 69.6 164
Gross revenue yield on AUM before performance fees @ 56.2  69.3 148 584 682 164
Net revenue yield on AUM ©) 39.8 477 148 428 489 164

Net revenue yield on AUM before performance fees (3 394 471 148 416 474 164

In 2018 reinvested distributions are shown in a separate line in the AUM tables. For periods prior to the third
(1) . e . . .
quarter of 2017, reinvested distributions are included in market gains and losses.
Gross revenue yield on AUM is equal to annualized total operating revenues divided by average AUM, excluding
Invesco Great Wall AUM. Prior to the third quarter 2018, management reflected its interests in Invesco Great Wall
on a proportional consolidation basis, which was consistent with the presentation of our share of the AUM from
these investments. Given the company's influence on Invesco Great Wall, a change in regulation allowing
(2)increased foreign ownership, and reaching agreement in principle to obtain majority stake of the joint venture, the
company began reporting 100% of the flows and AUM for Invesco Great Wall beginning in the third quarter. For
quarterly AUM, our share of the average AUM in the three and nine months ended September 30, 2018 for Invesco
Great Wall was $22.4 billion and $13.7 billion, respectively (three and nine months ended September 30, 2017:
$8.6 billion and $8.3 billion).
It is appropriate to exclude the average AUM of Invesco Great Wall for purposes of computing gross revenue yield on
AUM, because the revenues resulting from these AUM are not presented in our operating revenues. Under U.S.
GAAP, our share of the net income of Invesco Great Wall is recorded as equity in earnings of unconsolidated affiliates
on our Condensed Consolidated Statements of Income. Gross revenue yield, the most comparable U.S. GAAP-based
measure to net revenue yield, is not considered a meaningful effective fee rate measure. Additionally, the numerator of
the gross revenue yield measure, operating revenues, excludes the management fees earned from CIP; however, the
denominator of the measure includes the AUM of these investment products. Therefore, the gross revenue yield
measure is not considered representative of the company's effective fee rate from AUM.

3)

60



Edgar Filing: Invesco Ltd. - Form 10-Q

Net revenue yield on AUM is equal to annualized net revenues divided by average AUM. See “Schedule of
Non-GAAP Information” for a reconciliation of operating revenues to net revenues.
(4)During the second quarter of 2018, $1.5 billion of passive ETF AUM were reclassified to active AUM.
As of July 1, 2018, we began including 100% of Invesco Great Wall Fund Management Company, which added
(5)$9.5 billion in AUM during the third quarter. The acquisition of Guggenheim Investments' ETF business on April
6, 2018 added $38.1 billion in AUM during the second quarter.

Flows

AUM at September 30, 2018 were $980.9 billion (September 30, 2017: $917.5 billion). During the three months
ended September 30, 2018, we experienced long-term net outflows of $11.2 billion. The company also experienced
net inflows of institutional money market funds of $3.1 billion and net inflows in non-management fee earning AUM
of $3.2 billion during
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the period. Long-term net outflows during the three months ended September 30, 2018 consisted of outflows of
actively managed AUM products of $10.9 billion and passive AUM products of $0.3 billion. Long-term net outflows
for the period were from our retail distribution channel of $7.9 billion and our institutional distribution channel of $3.3
billion. On a client domicile basis, long-term net outflows were from the U.S., UK, Continental Europe and Canada of
$5.9 billion, $3.7 billion, $1.7 billion and $0.3 billion, respectively. These were partially offset by inflows of $0.4
billion from Asia during the three months ended September 30, 2018.

During the three months ended September 30, 2017, we experienced long-term net inflows of $4.1 billion. We also
experienced net inflows in institutional money market funds of $5.4 billion and net inflows in non-management fee
earning AUM of $0.9 billion during this period. Long-term net inflows during the three months ended September 30,
2017, included $1.3 billion of inflows in passive AUM and $2.8 billion of inflows in actively managed AUM
products. Net long-term inflows were from retail distribution channel of $2.8 billion and $1.3 billion from our
institutional channel. On a client domicile basis, long-term net inflows of $3.3 billion for Europe, $1.1 billion for U.K.
and $0.1 billion for Asia were partially offset by long-term outflows of $0.3 billion and $0.1 billion for U.S. and
Canada, respectively.

Average AUM during the three months ended September 30, 2018 were $985.1 billion, compared to $890.8 billion for
the three months ended September 30, 2017.

During the nine months ended September 30, 2018, we experienced long-term net outflows of $18.9 billion. The
company also experienced net inflows of institutional money market funds of $4.4 billion and non-management fee
earning AUM of $3.7 billion, respectively, during the period. Long-term net outflows during the nine months ended
September 30, 2018 consisted of outflows of actively managed AUM products of $20.8 billion, offset by inflows of
passive AUM products of $1.9 billion. Long-term net outflows for the period were from our retail distribution channel
of $16.7 billion and our our institutional distribution channel of $2.2 billion, respectively. On a client domicile basis,
long-term net outflows were from the U.S., UK and Canada of $15.0 billion, $7.9 billion and $0.5 billion,
respectively. These were partially offset by inflows of $1.5 billion and $3.0 billion from Continental Europe and Asia,
respectively, during the nine months ended September 30, 2018.

During the nine months ended September 30, 2017, we experienced long-term net inflows of $6.0 billion. We also
experienced net inflows in non-management fee earning AUM of $1.4 billion and net inflows in institutional money
market funds of $0.1 billion during this period. Long-term net inflows during the nine months ended September 30,
2017, included $3.9 billion of inflows in passive AUM and $2.1 billion in actively managed AUM products. Net
long-term inflows were from retail distribution channel of $7.7 billion and $1.7 billion of outflows in our institutional
channel. On a client domicile basis, long-term net inflows of $9.0 billion and $0.5 billion for Europe and Asia were
partially offset by long-term outflows of $1.8 billion, $1.5 billion, and $0.2 billion for U.K., U.S., and Canada,
respectively.

Average AUM during the nine months ended September 30, 2018 were $970.1 billion, compared to $856.6 billion for
the nine months ended September 30, 2017.

Market Returns and Reinvested Distributions

During the three months ended September 30, 2018, positive market movement led to a $14.3 billion increase in
AUM, with gains in our equity asset class of $14.5 billion. Reinvested distributions of $1.7 billion were from the
equity asset class of $1.2 billion, fixed income class of $0.3 billion, balanced class of $0.1 billion and alternatives
asset class of $0.1 billion. During the three months ended September 30, 2017, positive market movement including
reinvested distributions led to a $15.0 billion increase in AUM, primarily with gains in the equity asset class of $13.1
billion.

During the nine months ended September 30, 2018, positive market movement led to a $12.4 billion increase in AUM,
with gains in our equity class of $17.6 billion and money market class of $0.3 billion. These gains were offset by
losses from negative market movement in our fixed income class of $3.0 billion, alternatives class of $1.3 billion and
balanced asset class of $1.2 billion. Reinvested distributions of $3.0 billion were from the equity asset class of $1.8
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billion, fixed income class of $0.8 billion, alternatives asset class of $0.3 billion and balanced asset class of $0.1
billion. During the nine months ended September 30, 2017, positive market movement including reinvested
distributions led to a $51.1 billion increase in AUM, primarily with gains in the equity asset class of $44.2 billion,
fixed income class of $4.6 billion and balanced asset class of $2.1 billion.

Acquisitions

On April 6, 2018, we completed the acquisition of Guggenheim Investments' ETF business, which added $38.1 billion
in AUM at date of purchase. As of July 1, 2018, we began including 100% of Invesco Great Wall Fund Management
Company, which added $9.5 billion in AUM during the third quarter.
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Foreign Exchange Rates

During the three months ended September 30, 2018, we experienced decreases in AUM of $3.0 billion due to changes
in foreign exchange rates. In the three months ended September 30, 2017, AUM increased by $6.7 billion due to
foreign exchange rate changes. See the company's disclosures regarding the changes in foreign exchange rates during
three months ended September 30, 2018 in the “Foreign Exchange Impact on Balance Sheet, Assets Under
Management and Results of Operations” section above for additional information regarding the movement of foreign
exchange rates.

During the nine months ended September 30, 2018, we experienced decreases in AUM of $8.9 billion due to changes
in foreign exchange rates. In the nine months ended September 30, 2017, AUM increased by $18.9 billion due to
foreign exchange rate changes. See the company's disclosures regarding the changes in foreign exchange rates during
nine months ended September 30, 2018 in the “Foreign Exchange Impact on Balance Sheet, Assets Under Management
and Results of Operations” section above for additional information regarding the movement of foreign exchange rates.
Revenue Yield

Gross revenue yield on AUM decreased 4.9 basis points to 55.8 basis points in the three months ended September 30,
2018 from the three months ended September 30, 2017 level of 60.7 basis points. Management does not consider
gross revenue yield, the most comparable U.S. GAAP-based measure to net revenue yield, to be a meaningful
effective fee rate measure for the reasons outlined in footnote 2 to the Changes in AUM table above.

Net revenue yield on AUM decreased 4.6 basis points to 39.3 basis points in the three months ended September 30,
2018 when compared to the three months ended September 30, 2017 yield of 43.9 basis points. Excluding
performance fees, the net revenue yield decreased 3.0 basis point to 38.9 basis points in the three months

ended September 30, 2018 (three months ended September 30, 2017: 41.9 basis points). Net revenue yield on AUM
decreased 3.0 basis points to 39.8 basis points in the nine months ended September 30, 2018 when compared to the
nine months ended September 30, 2017 yield of 42.8 basis points. Excluding performance fees, the net revenue yield
decreased 2.2 basis point to 39.4 basis points in the nine months ended September 30, 2018 (nine months

ended September 30, 2017: 41.6 basis points).

As a significant proportion of our AUM is based outside of the U.S., changes in foreign exchange rates result in a
change to the mix of U.S. Dollar denominated AUM with AUM denominated in other currencies. As fee rates differ
across geographic locations, changes to exchange rates have an impact on the net revenue yields. See the company's
disclosures regarding the changes in foreign exchange rates in the "Foreign Exchange Impact on Balance Sheet,
Assets Under Management and Results of Operations" section above for additional information regarding the
movement of foreign exchange rates.

Additionally, changes in our AUM mix significantly impact our net revenue yield. Passive AUM generally earn a
lower effective fee rate than active asset classes. The acquisitions of the European ETF business in the third quarter of
2017 and the Guggenheim ETF acquisition in April 2018 increased the level of passive AUM and have a dilutive
impact on the company's overall net revenue yield. The company has experienced outflows from active AUM and
inflows into passive AUM, increasing the proportion of passive to active AUM during the three and nine months
ended September 30, 2018.

At September 30, 2018, passive AUM were $253.9 billion, representing 25.9% of total AUM at that date; whereas at
September 30, 2017, passive AUM were $190.5 billion, representing 20.8% of our total AUM at that date. In the three
months ended September 30, 2018, the net revenue yield on passive AUM was 14.3 basis points compared to 16.0
basis points in the three months ended September 30, 2017, a decrease of 1.7 basis points. In the nine months ended
September 30, 2018, the net revenue yield on passive AUM was 14.8 basis points compared to 16.4 basis points in
the nine months ended September 30, 2017, a decrease of 1.6 basis points.

Changes in our AUM by channel, asset class, and client domicile, and average AUM by asset class, are presented
below:
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Total AUM by ChannelVAs of and for the Three Months Ended September 30, 2018 and 2017:

$ in billions Total Retail Institutional
June 30, 2018 963.3 635.5 327.8
Long-term inflows 436 344 9.2
Long-term outflows (54.8) (42.3) (12.5 )
Long-term net flows (11.2) (79 ) (3.3 )
Net flows in non-management fee earning AUM 3.2 2.2 1.0

Net flows in institutional money market funds 3.1 4.5 (1.4 )
Total net flows 49 H)@az2 ) @3.7 )
Reinvested distributions 2 1.7 1.7 —

Market gains and losses @ 143 130 13
Acquisitions ®) 95 45 5.0

Foreign currency translation 30 )a4 )Q@a.e )
September 30, 2018 980.9 652.1 328.8

June 30, 2017 858.3 5724 2859
Long-term inflows 450 358 9.2
Long-term outflows (40.9) (33.0) (7.9 )
Long-term net flows 4.1 2.8 1.3

Net flows in non-management fee earning AUM 0.9 (1.0 ) 1.9

Net flows in institutional money market funds 5.4 — 54

Total net flows 104 1.8 8.6
Reinvested distributions 2 1.1 1.1 —

Market gains and losses @ 150 145 05
Acquisitions 260 260 —

Foreign currency translation 6.7 5.7 1.0
September 30, 2017 917.5 621.5 296.0

As of and for the Nine Months Ended September 30, 2018 and 2017:

$ in billions Total Retail Institutional
December 31, 2017 937.6 637.0 300.6
Long-term inflows 154.6 1204 342
Long-term outflows (173.5) (137.1) (36.4 )
Long-term net flows (18.9 ) (16.7 ) 2.2 )
Net flows in non-management fee earning AUM 3.7 3.7 —

Net flows in institutional money market funds 4.4 6.2 (1.8 )
Total net flows (10.8 ) (6.8 ) 4.0 )
Reinvested distributions 2 3.0 3.0 —
Transfers () — (29.5 ) 29.5
Market gains and losses @ 124 11,5 09
Acquisitions ®) 476 426 5.0
Foreign currency translation 89 )YB7 )@3B2 )
September 30, 2018 980.9 652.1 328.8
December 31, 2016 812.9 526.5 2864
Long-term inflows 1325 1074 25.1

Long-term outflows (126.5) (99.7 ) (26.8 )
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Long-term net flows 6.0 7.7 (1.7 )
Net flows in non-management fee earning AUM 1.4 15 )29

Net flows in institutional money market funds 0.1 — 0.1

Total net flows 7.5 6.2 1.3
Reinvested distributions @) 1.1 1.1 —

Market gains and losses @ 5.1 469 42
Acquisitions 260 260 —

Foreign currency translation 189 148 4.1
September 30, 2017 917.5 621.5 296.0

See accompanying notes immediately following these AUM tables.
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As of and for the Three Months Ended September 30, 2018 and 2017:

$ in billions

June 30, 2018
Long-term inflows
Long-term outflows
Long-term net flows

Net flows in non-management fee earning AUM
Net flows in institutional money market funds

Total net flows

Market gains and losses
Acquisitions ®)

Foreign currency translation
September 30, 2018

June 30, 2017
Long-term inflows
Long-term outflows
Long-term net flows

Net flows in non-management fee earning AUM
Net flows in institutional money market funds

Total net flows

Market gains and losses
Acquisitions

Foreign currency translation
September 30, 2017

As of and for the Nine Months Ended September 30, 2018 and 2017:

$ in billions
December 31, 2017
Long-term inflows
Long-term outflows

Total Retail Institutional
2412 2256 15.6
153 153 —
(15.6) (156) —
0.3 ) (@©3 ) —
3.2 2.2 1.0
2.9 1.9 1.0
9.6 9.6 —
0.2 0.2 —
2539 2373 16.6
156.6 141.5 15.1
9.9 9.9 —
8.6 )(@B6 ) —
1.3 1.3 —
09 (1.0 ) 1.9
2.2 0.3 1.9
5.7 5.6 0.1
26.0 260 —
190.5 1734 17.1
Total Retail Institutional
199.0 182.0 17.0
50.6 506 —

(48.7) (48.7) —

Long-term net flows 1.9 1.9 —
Net flows in non-management fee earning AUM 3.7 3.7 —
Net flows in institutional money market funds — — —
Total net flows 5.6 5.6 —

Transfers (/)

Market gains and losses
Acquisitions ®)

Foreign currency translation
September 30, 2018

December 31, 2016
Long-term inflows
Long-term outflows
Long-term net flows

1.5 ) a4 ) (©.1 )
140 144 (04 )
371 371 —

03 ) 04 )0.1

2539 2373 16.6

1444 128.8 15.6

264 264 —

(225) (213) (1.2 )
39 5.1 1.2 )

Net flows in non-management fee earning AUM 1.4 (1.5 )29

68



Edgar Filing: Invesco Ltd. - Form 10-Q

Net flows in institutional money market funds  — — —

Total net flows 5.3 3.6 1.7
Market gains and losses 147 150 (0.3 )
Acquisitions 260 260 —
Foreign currency translation 0.1 — 0.1
September 30, 2017 190.5 1734 17.1

See accompanying notes immediately following these AUM tables.

42

69



Edgar Filing: Invesco Ltd. - Form 10-Q

Table of Contents

Total AUM by Asset Class®)

As of and for the Three Months Ended September 30, 2018 and 2017:

$ in billions

June 30, 2018

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in non-management fee earning AUM
Net flows in institutional money market funds
Total net flows

Reinvested distributions 2

Market gains and losses @

Acquisitions ®)

Foreign currency translation

September 30, 2018

Average AUM

% of total average AUM

June 30, 2017

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in non-management fee earning AUM
Net flows in institutional money market funds
Total net flows

Reinvested distributions 2

Market gains and losses @

Acquisitions

Foreign currency translation

September 30, 2017

Average AUM

% of total average AUM

43

Fixed
Income
963.3 4469 232.7
43.6 21.9 10.6
54.8) (29.4) (109)
(11.2) (7.5 ) (03 )
3.2 2.3 0.9
3.1 — —
49 ) (52 ) 06
1.7 1.2 0.3
14.3 14.5 0.2 )
9.5 4.3 1.6
3.0 ) (1.1 ) ©0.7)
980.9 460.6 2343
985.1 459.2 2354
100.0% 46.6 % 239 %

Total  Equity

858.3 391.2 2089
45.0 19.1 12.4
409) (225) @85 )
4.1 34 ) 39
0.9 (1.0 ) 19
54 — —
10.4 44 ) 58
1.1 0.8 0.2
15.0 13.1 0.9
26.0 12.2 7.8
6.7 33 0.9
9175 4162 2245
890.8 403.2 2172

Balanced

574
1.6

2.7
(1.1

(1.1
0.1
0.2
1.0
0.2
57.0
57.8
59

52.2
3.1
(3.0
0.1

0.1
0.1
0.6
1.2
54.2
53.8

)
)

%

100.0% 453 % 244 % 6.0 %

Money
Market®)
80.4

1.9

13 )
0.6

3.1

3.7

0.1

2.4

03 )
86.3
89.4

9.1 %

76.1
1.3
1.1 )
0.2
54
5.6

0.1

0.1

81.9
80.7

91 %

Alternatives

145.9

7.6

(105 )
2.9 )

2.9 )
0.1

0.1

0.2

0.7 )
142.7
143.3

14.5 %

129.9

9.1

(5.8 )
33

33

0.3

6.0

1.2

140.7
1359

15.3 %
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As of and for the Nine Months Ended September 30, 2018 and 2017:
Fixed Money

$ in billions Total Equity Income Balanced Market(® Alternatives
December 31, 2017 937.6 431.2 2258 57.7 78.7 144.2
Long-term inflows 154.6  74.0 38.6 10.6 49 26.5
Long-term outflows (173.5) 952) (375) 99 ) B39 H» @70 )
Long-term net flows (189 ) (21.2) 1.1 0.7 1.0 (0.5 )
Net flows in non-management fee earning AUM 3.7 4.0 03 ) — — —

Net flows in institutional money market funds 4.4 — — — 4.4 —

Total net flows (10.8 ) (17.2) 0.8 0.7 5.4 (0.5 )
Reinvested distributions @) 3.0 1.8 0.8 0.1 — 0.3
Market gains and losses @ 12.4 17.6 30 ) (12 ) 03 (1.3 )
Acquisitions ®) 47.6 31.2 115 1.0 2.4 1.5
Foreign currency translation @89 ) 40 ) 16 ) (1.3 ) (OS5 H» @5 )
September 30, 2018 980.9  460.6 2343 57.0 86.3 142.7
Average AUM 970.1 4489 2326 58.6 84.6 145.4

% of total average AUM 100.0 % 463 % 240 % 6.0 % 87 % 15.0 %
December 31, 2016 8129  364.1 201.7 46.8 78.3 122.0
Long-term inflows 1325 574 343 94 3.1 28.3
Long-term outflows (126.5) (70.0) (26.5) (73 ) 29 H» 198 )
Long-term net flows 6.0 (12.6) 7.8 2.1 0.2 8.5

Net flows in non-management fee earning AUM 1.4 1.2 ) 26 — — —

Net flows in institutional money market funds 0.1 — — — 0.1 —

Total net flows 7.5 (13.8) 104 2.1 0.3 8.5
Reinvested distributions @) 1.1 0.8 0.2 0.1 — —

Market gains and losses @ 51.1 442 4.6 2.1 0.1 0.1
Transfers 9 — — 3.0 ) — 3.0 —
Acquisitions 26.0 12.2 7.8 — — 6.0
Foreign currency translation 18.9 8.7 2.8 3.1 0.2 4.1
September 30, 2017 917.5 4162 2245 542 81.9 140.7
Average AUM 856.6 389.6 208.8 509 77.3 129.9

% of total average AUM 100.0 % 455 % 244 % 59 % 9.0 % 15.2 %

See accompanying notes immediately following these AUM tables.
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Passive AUM by Asset Class®

As of and for the Three Months Ended September 30, 2018 and 2017:

$ in billions

June 30, 2018

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in non-management fee earning AUM
Net flows in institutional money market funds
Total net flows

Market gains and losses

Acquisitions ®)

Foreign currency translation

September 30, 2018

Average AUM

% of total average AUM

June 30, 2017

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in non-management fee earning AUM
Net flows in institutional money market funds
Total net flows

Market gains and losses

Acquisitions

September 30, 2017

Average AUM

% of total average AUM

45

Fixed
Income
241.2 1633 63.1
15.3 11.1 3.0
(156) 98 ) 29)
03 ) 13 0.1

3.2 2.3 0.9
2.9 3.6 1.0
9.6 10.0 0.2 )
0.2 0.2 —
2539 177.1 639
248.8 1714 642
100.0% 68.9 % 25.8 %

Total  Equity

156.6 103.5 46.5
9.9 59 2.8
86 ) (63 ) (1.7)
1.3 04 ) 1.1
0.9 (1.0 ) 19
22 (14 ) 3.0
5.7 55 0.1
26.0 12.2 7.8
190.5 1198 574
173.8 1122 519
100.0% 64.6 % 29.9 %

Balanced

Money
Market

Alternatives

14.8
1.2

(2.9
1.7

1.7
0.2

12.9
13.2
53

6.6
1.2
(0.6
0.6

0.6
0.1
6.0
13.3
9.7
5.6

%
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As of and for the Nine Months Ended September 30, 2018 and 2017:

$ in billions Total  Equity
December 31, 2017 199.0 1284
Long-term inflows 50.6 339
Long-term outflows 48.7) (32.2)
Long-term net flows 1.9 1.7
Net flows in non-management fee earning AUM 3.7 4.0
Net flows in institutional money market funds — —
Total net flows 5.6 5.7
Market gains and losses 14.0 16.1
Transfers () as5 ) —
Acquisitions ®) 371 27.1
Foreign currency translation 03 ) 02)
September 30, 2018 2539 177.1
Average AUM 230.7 154.6
% of total average AUM 100.0% 67.0 %
December 31, 2016 1444 93.5
Long-term inflows 26.4 16.2
Long-term outflows (22.5) (15.8)
Long-term net flows 3.9 0.4
Net flows in non-management fee earning AUM 1.4 1.2 )
Net flows in institutional money market funds — —
Total net flows 53 0.8 )
Market gains and losses 14.7 14.9
Acquisitions 26.0 12.2
Foreign currency translation 0.1 —
September 30, 2017 190.5 119.8
Average AUM 160.7 104.5

% of total average AUM

See accompanying notes immediately following these AUM tables.
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Fixed

Income

57.3
10.2
(10.0
0.2
0.3
0.1
(1.5
0.3
8.7
0.2
63.9
61.6
26.7

41.7
7.9
(3.0
4.9
2.6
7.5
04
7.8
57.4
47.5

)
)
)
)
)

)

%

100.0% 65.0 % 29.6 %

Balanced

Money
Market

Alternatives
13.3

6.5

(6.5 )
(0.6 )
(1.2 )
1.3

0.1

12.9

14.5

6.3 %
9.2

2.3

(3.7 )
(1.4 )
(1.4 )
(0.6 )
6.0

0.1

13.3

8.6

54 %
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As of and for the Three Months Ended September 30, 2018 and 2017:
U.S. Canada U.K.
963.3 622.1 254

$ in billions

June 30, 2018

Long-term inflows
Long-term outflows
Long-term net flows

Total

43.6

229 09

(54.8) (28.8) (1.2 )
(11.2) (59 ) (03 )

Net flows in non-management fee earning AUM 3.2
Net flows in institutional money market funds 3.1
(49 )48 )03 )

Total net flows

Reinvested distributions @)
Market gains and losses @

Acquisitions ®)

Foreign currency translation
September 30, 2018

June 30, 2017

Long-term inflows
Long-term outflows
Long-term net flows

3.2 —
21 ) —

1.7 1.6 —
143 141 —
9.5 — —
3.0 ) — 0.5

980.9 633.0 25.6

858.3 559.2 248

45.0

(409) (209) (1.1

4.1

Net flows in non-management fee earning AUM 0.9
Net flows in institutional money market funds 5.4

Total net flows

Reinvested distributions @)
Market gains and losses @

Acquisitions

Foreign currency translation
September 30, 2017

47

10.4
1.1
15.0
26.0
6.7

206 1.0
0.3 ) (0.1
09 —
49
55 (0.1
() —
122 0.1
— 10

9175 578.0 25.8

)
)

)

Asia

88.6
6.2

Continental , .
Europe

100.9 126.3

2.7 10.9

(6.4 ) (12.6

3.7 ) 1.7
3.7 ) 1.7
0.1 —
0.2 )08
(1.0 ) (0.6
96.1 1248
103.8 86.6
4.3 13.8
(3.2 ) (105
1.1 33
0.3 0.2
1.4 35
0.2 )23
— 26.0
3.0 23
108.0 120.7

(5.8 )
0.4
5.2
5.6
04 )
9.5
1.9 )
101.4

83.9
53
52 )
0.1
0.1
0.6

0.4
85.0
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As of and for the Nine Months Ended September 30, 2018 and 2017:
Continental , .

$ in billions Total U.S. Canada U.K. Asia
Europe
December 31, 2017 937.6 5854 26.8 1109 127.1 87.4
Long-term inflows 1546 729 35 10.1 46.1 22.0
Long-term outflows (173.5) (87.9) (4.0 ) (18.0) (44.6 ) (19.0)
Long-term net flows (18.9 ) (150) (0.5 ) (79 ) 1.5 3.0
Net flows in non-management fee earning AUM 3.7 3.7 — — — —
Net flows in institutional money market funds 4.4 0.8 — 2.3 ) (0.3 ) 6.2
Total net flows (10.8 ) (10.5) (0.5 ) (10.2) 1.2 9.2
Reinvested distributions 2 3.0 26 — 04 — —
Market gains and losses @ 124 174 0.1 (2.0 ) (0.6 ) 2.5 )
Acquisitions ®) 476 381 — — — 9.5
Foreign currency translation 89 ) — 0.8 ) (3.0 ) (29 ) 22 )
September 30, 2018 980.9 633.0 25.6 96.1 124.8 101.4
December 31, 2016 812.9 5395 23.1 982 72.1 80.0
Long-term inflows 1325 67.0 3.2 124 319 18.0
Long-term outflows (126.5) (68.5) (34 ) (14.2) (22.9 )y (17.5)
Long-term net flows 6.0 (1.5 ) (0.2 ) (1.8 ) 9.0 0.5
Net flows in non-management fee earning AUM 1.4 1.4 — — — —
Net flows in institutional money market funds 0.1 1.3 — (1.2 ) 0.7 0.7 )
Total net flows 7.5 1.2 0.2 ) (3.0 )97 0.2 )
Reinvested distributions 2 1.1 1.1 — — — —
Market gains and losses @ 5.1 36.1 1.1 53 6.1 2.5
Acquisitions 260 — — — 26.0 —
Foreign currency translation 189 0.1 1.8 7.5 6.8 2.7
September 30, 2017 917.5 578.0 25.8 108.0 120.7 85.0

See accompanying notes immediately following these AUM tables.
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Passive AUM by Client Domicile(©®

As of and for the Three Months Ended September 30, 2018 and 2017:

$ in billions

June 30, 2018

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in non-management fee earning AUM
Net flows in institutional money market funds
Total net flows

Market gains and losses

Transfers

Acquisitions ®)

Foreign currency translation

September 30, 2018

June 30, 2017

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in non-management fee earning AUM
Net flows in institutional money market funds
Total net flows

Market gains and losses

Acquisitions

Foreign currency translation

September 30, 2017

49

Canada U.K.

0.5 —
0.1 —

0.6 —
0.1 —

@86 )(G.1 ) @©1 ) —

Total U.S.
241.2 209.4
153 9.5
(15.6) 9.2 )
03 )03
3.2 3.2
2.9 3.5
9.6 9.1
— 0.5 )
0.2 —
2539 221.5
156.6 152.8
99 6.1
1.3 1.0
0.9 0.9
2.2 1.9
5.7 5.1
260 —

190.5 159.8 0.6 —

Continental , .

Europe
30.6
5.6
6.3
0.7

0.7
0.5

304

2.1
3.7
3.4
0.3

0.3
0.6
26.0

29.0

)

Asia

0.7
0.1
0.1)
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As of and for the Nine Months Ended September 30, 2018 and 2017:
Continental , .

$ in billions Total U.S. Canada U.K. Asia
Europe
December 31, 2017 199.0 167.3 0.6 —  30.0 1.1
Long-term inflows 50.6 302 0.1 — 200 0.3
Long-term outflows (48.7) 289) (0.1 ) — (195 ) (0.2)
Long-term net flows 1.9 1.3 — — 05 0.1
Net flows in non-management fee earning AUM 3.7 3.7 — — — —
Net flows in institutional money market funds — — — — — —
Total net flows 5.6 5.0 — — 05 0.1
Market gains and losses 140 143 — — 02 0.5)
Transfers (7 1.5 ) 20 ) — — — 0.5
Acquisitions ®) 37.1 369 — — — 0.2
Foreign currency translation 03 ) — — — (03 ) —
September 30, 2018 2539 221.5 0.6 — 304 14
December 31, 2016 1444 1399 0.5 — 19 2.1
Long-term inflows 264 221 0.2 — 41 —
Long-term outflows (22.5) (174) (0.1 ) — (3.8 ) (1.2)
Long-term net flows 3.9 4.7 0.1 — 03 (1.2)

Net flows in non-management fee earning AUM 1.4 1.4 — — — —
Net flows in institutional money market funds — — — — — —
Total net flows 53 6.1 0.1 — 03 (1.2)
Market gains and losses 147 138



