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The equity markets performed well in 2013, with the S&P 500 Index increasing more than 30%, its largest 
annual increase since the late 1990s. Investors slowly returned to equity investments as the U.S. economy 
gradually gained momentum and the Federal Reserve maintained its accommodative monetary policy.

In this environment, the mutual fund industry saw improved inflows, including for the first time in many 
years positive inflows into U.S. equity funds, and subdued investor appetite for investment-quality fixed 
income funds. This change in sentiment supported our ongoing growth, as widening investor interest 
facilitated sales across a broadened span of our products. As a result, the combination of a broad 
and competitive product menu and our distinctive distribution model drove strong results across our 
Wholesale, Advisors and Institutional distribution channels.

As we have seen across nearly 80 years in this business, active asset managers, who can adjust to 
macroeconomic developments and effectively analyze the vast array of asset classes, are best positioned 
to help investors navigate a variety of market challenges. We are committed to reinforcing our relevance 
as the asset management industry evolves. In 2013, we introduced several new products to strengthen our 
product lineup, including launching our first closed-end mutual fund, Ivy High Income Opportunities Fund.

Financial advisors and investors continue to turn to the Ivy Funds and Waddell & Reed Advisors Funds for 
comprehensive solutions to their investment needs. By year-end 2013, our firm overall ranked among the 
top 25 mutual fund managers in the U.S., according to Strategic Insight, as measured by assets in stock, 
hybrid and bond funds.

Continued solid long-term investment performance facilitated strong flows. Our collaborative, research-
based investment process continued to provide a strong foundation, validated over longer periods by the 
consistent strength of our Lipper rankings against peer firms. In addition, our product breadth and the 
strong distribution relationships with a range of partners bring our products to an increasing number of 
advisors and investors. By year-end, we saw 6 strategies with more than $5 billion in total assets,  
14 strategies with more than $1 billion in total assets and 7 with more than $500 million in total assets.

L I P P E R  F U N D  R A N K I N G S
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Our investment management expertise is the foundation of our business, fortified by the culture 
of collaboration and accountability that we have engendered over many decades. We believe 
in and understand the importance of managing risk and striving to capture growth, while also 
protecting client assets in challenging environments. 

Our active management style, centered on 
idea sharing, proprietary analysis and careful 
security selection, continues to bring solid 
results for investors. In 2013, 84% of the assets 
we manage surpassed their Lipper peers in 
performance, while 73% and 80% of assets  
beat their Lipper peers over a 3- and 5-year 
period, respectively.

Further evidence of our strong investment performance came in early 2014, when Ivy Funds 
and Waddell & Reed Advisors Funds again both turned in a strong showing in the latest Barron’s 
ranking of the “Best Mutual Fund Families.” Ivy Funds ranked No. 1 over the last 10 years, out 
of 48 firms, and No. 5 over the last five years, out of 55 firms. This continues a string of strong 
performance for Ivy, as the fund family has appeared in the top five of the 10-year ranking since 
2010 and in the top five of the 5-year ranking since 2008. Ivy Funds narrowly missed the top 
10 over 1-year, ranking No. 11 out of 64 firms. Making the top 10 across all three time periods, 
Waddell & Reed Advisors Funds ranked No. 5 out of 64 fund families over the last 12 months. 
The fund family ranked No. 9 over the 5-year period, out of 55 firms, and has been in the top 

“ Our investment team is built upon a culture of 
collaboration and accountability that we have 
fostered over many decades. We believe in and 
understand the importance of managing risk,  
while striving to capture growth.” 

 —   P H I L I P  J .  S A N D E R S  
c h i e f  i n v e s t m e n t  o f f i c e r

Waddell & Reed Financial, Inc. had a strong year, ending 2013 at record levels in several metrics:

Following is a discussion of the key aspects of our business: our Investment Management Division and 
distribution of investment products across three different channels. 

$253M $1.4B
$2.96 earnings per share

Net Income

28.1%

Operating Margin

$287M

Cashflow from Operations

While not a record, this 
represents a multi-year high

$8.5B

Net Flows

Second highest in our history

Operating Revenues

$127B

Assets Under Management

$30B

Sales 

21%

Quarterly Dividend

$0.34
8.8% organic growth rateBeginning February 2014
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10 of that period for five of the last six years. It ranked No. 4 over the 
10-year period out of 48 firms. Barron’s also included separate 1-year 
rankings for the five specific asset categories in which funds must have 
a presence in order to qualify for the overall rankings. Waddell & Reed 
Advisors Funds ranked No. 3 and Ivy Funds ranked No. 4 out of the 64 
firms in the Mixed Asset category (equity and fixed-income assets) for 
the year ended December 31, 2013.

Part of our success can be attributed to our investment culture and ongoing investment 
team meetings. Our team of portfolio managers, analysts and economists meets daily in a 
collaborative setting that fosters idea sharing, mutual accountability and bringing together a 
range of market and industry insight. 

The appreciation and value of our culture is perhaps best illustrated by the fact that our portfolio 
managers average 22 years of investment experience with an average tenure of 16 years with 
the firm. We have grown our investment team methodically over the last decade, adding skilled 
analysts who fit with our culture and share our passion for data-focused, in-person, global 
research. By year-end, our team included 82 investment professionals.

As a distributor of investment products, we go to market through three channels:

WHOLESALE CHANNEL  – through which we offer Ivy Funds, Ivy Variable Insurance Portfolios 
and InvestEd Portfolios to clients via financial advisors at broker/dealers, retirement platforms and 
independent registered investment advisors. 2013 highlights include:

• Net flows of $7.4 billion;

• Sales of $21.4 billion, an increase of 34% compared with 2012;

• Organic growth of 15%, compared to the industry’s 1.3% rate of organic growth; and

• Increased penetration across products and distributors.

ADVISORS CHANNEL  – our national network of Waddell & Reed financial advisors, who specialize 
in comprehensive, personalized financial planning and investment strategies for retirement, education, 
insurance and estate planning. 2013 highlights include:

• Sales of $5.2 billion, an increase of 16% over 2012;

• A redemption rate of 8.9%, dramatically lower than the industry average rate of 25.7%; and

• Advisor productivity of $214,600 per advisor, an all-time high.

INSTITUTIONAL CHANNEL  – through which we offer investment strategies to defined benefit 
plans, pension plans and endowments, as well as subadvisory services. 2013 highlights include:

• Sales of $3.1 billion, representing an increase of 14% over 2012; and

• Total assets under management of $16 billion, an increase of 34% compared to year-end 2012.

DISTRIBUTION
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A key to strong sales across distribution channels 
is our broad product line. We consistently 
evaluate our lineup with an eye toward an 
evolving planning and investing climate. Part of 
our ongoing strategy is to ensure that our fund 
families continue to offer a range of options that 
best align with advisor and investor needs.

In 2013, we launched our first closed-end fund, Ivy High Income Opportunities Fund, raising 
$317 million. The fund began trading on the New York Stock Exchange in June 2013 under the 
ticker symbol IVH. The investment process for the fund substantially replicates the investment 
process of the open-end Ivy High Income Fund.

Also in 2013, Ivy Funds launched two new funds to help investors and financial advisors 
pursue the potential in global real estate securities investment: Ivy Global Real Estate Fund 
and Ivy Global Risk-Managed Real Estate Fund. The new funds are subadvised by LaSalle 
Investment Management Securities, a well-known and respected global real estate securities 
investment manager.

In select cases such as this, we partner with investment firms who bring very specialized skills to 
subadvise funds that we offer. Another example of this came in early 2014, when we registered 
the Ivy Emerging Markets Local Currency Debt Fund, subadvised by Pictet Asset Management. 
Ivy Emerging Markets Local Currency Debt Fund will provide investors with exposure to the global 
debt market and a diversified income opportunity. It will invest principally in debt securities that are 
denominated in emerging market currencies, with an objective of seeking to provide total return 
through a combination of current income and capital appreciation.

Product breadth and strong asset management skills provide the foundation for asset growth, 
diversified sales and strong brand identity. This in turn provides the basis for growth across our 
distribution channels.

In the Wholesale Channel, we’ve seen sustained sales across a variety of products. In 2013, 
sales in several funds exceeded $500 million, including: Ivy Asset Strategy Fund ($7.6 billion), 
Ivy High Income Fund ($6.2 billion), Ivy Science and Technology Fund ($2.4 billion), Ivy Mid Cap 
Growth Fund ($1.7 billion), Ivy Balanced Fund ($619 million) and Ivy Municipal High Income 
Fund ($579 million).

Our sales efforts through the Wholesale Channel continue to be a strong growth engine for the firm, 
as today we are well established within major distributors and continue to broaden our presence.

Our Advisors Channel remains the steady base of our business. Regardless of market 
environment, individuals, families and businesses increasingly need professional insight to 
identify and reach their financial aspirations, and our experienced financial advisors are ready to 
provide guidance.

“One key to strong sales across distribution channels 
is a broad and competitive product line. Our ongoing 
strategy centers on ensuring that our fund families 
continue to offer a range of options that best align 
with advisor and investor needs.”

 —   T H O M A S  W.  B U T C H 
e x e c u t i v e  v i c e  p r e s i d e n t
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Within the Advisors Channel, we continue to focus on building advisor productivity. We have 
made enormous progress in this regard, with average advisor productivity having grown at a 
compound annual growth rate of 24% per year over the last five years, from $91,300 in 2009  
to $214,600 in 2013.

As we focus on client relationships across a 
variety of market cycles, one of the Advisors 
Channel’s greatest assets remains an industry-
low redemption rate. Our advisors remain trusted 
partners with their clients, building financial plans 
and tracking goals across many years. This in 
turns leads to a more stable asset base for the 
channel, with revenue that is more predictable.

In the Institutional Channel, our consistent and distinctive investment process sustains our 
competitive advantage as a subadvisor, as subadvised assets represent the largest part of 
our institutional asset base. At the same time, the traditional defined benefit and defined 
contribution business remains a core part of this channel. We compete strongly in several equity 
categories and have won significant mandates in other asset classes.

Growing our brand presence and awareness nationally and internationally among advisors and 
investors remains key to our continued growth. In 2013, we began a partnership with Major 
League Soccer team Sporting Kansas City, a leading franchise in a growing league in the world’s 
most popular sport. We became the first-ever jersey sponsor for the club, which now features 
the Ivy Funds logo on the front of all three iterations of player jerseys, garnering us visibility and 
media exposure around the world. Timing could not have been better, as in November 2013, 
Sporting KC won the MLS Cup, creating significant brand exposure. 

As we look to 2014, we intend to capitalize on 
this and other opportunities to extend brand 
awareness, develop and grow distribution 
partnerships, and continue our longstanding 
support for advisors and investors as they work 
toward long-term financial goals.

“ Across 15 years as a public company, our investment 
performance has remained strong. We have 
expanded our product line and distribution capability, 
and our share price growth reflects the confidence 
that investors and stockholders have in our progress, 
as well as the faith in our potential.”

 —   H E N RY  J .  H E R R M A N N 
 c h a i r m a n  a n d  c eo

“ We always remember that we are managing our 
investors’ money for a long period of time. With that 
in mind, we focus on the pursuit of global growth. 
In other words, we’re analyzing where growth may 
come from over the next 3-, 5- and 10-year periods.”

 —   M I C H A E L  L .  AV E RY  
p r e s i d e n t
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H E N RY  J .  H E R R M A N N

Chairman of the Board and  
Chief Executive Officer  
of the Company 
Director (since 1998)4

A L A N  W.  KO S L O F F

Lead Independent Director 
Chairman, Kosloff & Partners, LLC 
Director (since 2003)2,3,4,5

S H A R I LY N  S .  G A S AWAY

Former EVP and CFO,  
Alltel Corporation 
Director (since 2010)1,3,6

T H O M A S  C .  G O D L A S K Y

Former CEO,  
AVIVA North America 
Director (since 2010)3,5,6

D E N N I S  E .  L O G U E

Chairman, Ledyard  
Financial Group 
Director (since 2002)1,3,5

M I C H A E L  F.  M O R R I S S E Y

Former Partner,  
Ernst and Young, LLP 
Director (since 2010)1,2,3

J A M E S  M .  R A I N E S

President, James M. Raines  
and Co. Director (since 1998)2,3,6

R O N A L D  C .  R E I M E R

Former President,  
Reimer & Koger Associates 
Director (since 2001)3,5,6

J E R RY  W.  WA LT O N

Consultant and Former CFO, 
J.B. Hunt Transport Services, Inc. 
Director (since 2000)1,2,3,4

1 Audit Committee

2 Compensation Committee

3  Nominating and Corporate  
Governance Committee

4 Executive Committee

5 Marketing Committee

6 Investment Committee

H E N RY  J .  H E R R M A N N

Chairman of the Board  
and Chief Executive Officer
50 Years of Industry Experience 
42 Years with Waddell & Reed

M I C H A E L  L .  AV E RY

President
35 Years of Industry Experience 
32 Years with Waddell & Reed

T H O M A S  W.  B U T C H

Executive Vice President  
and Chief Marketing Officer
32 Years of Industry Experience 
14 Years with Waddell & Reed

B R E N T  K .  B L O S S

Senior Vice President –  
Finance, Treasurer and  
Principal Accounting Officer
14 Years of Industry Experience 
12 Years with Waddell & Reed

DA N I E L  P.  C O N N E A LY

Senior Vice President and 
Chief Financial Officer
44 Years of Industry Experience 
10 Years with Waddell & Reed

W E N DY  J .  H I L L S

Senior Vice President,  
General Counsel and Secretary
16 Years of Industry Experience 
16 Years with Waddell & Reed

P H I L I P  J .  S A N D E R S

Senior Vice President and  
Chief Investment Officer
26 Years of Industry Experience 
16 Years with Waddell & Reed

M I C H A E L  D.  S T R O H M

Senior Vice President and 
Chief Operations Officer
41 Years of Industry Experience 
41 Years with Waddell & Reed

J O H N  E .  S U N D E E N ,  J R .

Senior Vice President and 
Chief Administrative Officer –  
Investments
30 Years of Industry Experience 
30 Years with Waddell & Reed

M E L I S S A  A .  C L O U S E

Vice President and Controller
8 Years of Industry Experience 
8 Years with Waddell & Reed

N I C O L E  R U S S E L L

Vice President – Investor Relations
16 Years of Industry Experience 
16 Years with Waddell & Reed

OFFICERS

DIRECTORS


