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Moody's upgrades LPL to Ba3

 
Approximately $1.4 Billion of Debt Securities Affected 

New York, September 05, 2008 -- Moody's Investors Service today upgraded to Ba3 from B1 the corporate family 
rating of LPL Holdings, Inc. ("LPL"), concluding the review for a possible upgrade commenced on June 25, 2008. 
The rating outlook is stable. 

Since its leveraged buyout in late 2005, LPL has made considerable and steady progress in growing the size and 
breadth of its franchise, with a near doubling of revenue, gross margin, and EBITDA. While debt pay-down has 
been limited to that required by the mandatory amortization schedule and therefore minimal, cash flow leverage has 
nonetheless declined significantly to 4.4x from 7.7x during this period. In Moody's opinion, this deleveraging 
represents a meaningful reduction in LPL's credit risk and is the primary driver of today's positive rating action. 

The composition of LPL's earnings mix has steadily shifted away from transaction volume-based revenues toward 
more recurring, asset-based sources. This is a positive dynamic for bondholders because it reduces potential 
earnings volatility and increases the stability of the company's cash flows. While greater dependence on asset-
based revenues also increases the sensitivity of LPL's results to possible downturn scenarios in the equities 
markets, Moody's believes that LPL can continue generating a reasonable level of profitability that is consistent with 
a Ba3 rating in a possible bear market scenario of a 10%-15% decline. This reflects primarily the variable nature of 
commission costs as well as the presence of non-asset based revenue sources such as commissions and clearing 
fees within its revenue mix. 

LPL's business model is supported by positive secular trends that include growth in investable wealth in the U.S. 
and the continued acceptance of the independent financial advisory channel by both financial advisors and end-
clients. Provided that business-related and compliance risks remain well managed, the size and breadth of LPL's 
franchise should allow it to remain competitive and benefit from these dynamics over the long term. 

Therefore, the stable rating outlook incorporates Moody's expectations that LPL will follow a prudent financial policy 
that is focused on long-term growth of the business and risk reduction through further deleveraging. Moody's also 
expects that LPL will continue executing on the strategy of growing its core franchise as an independent service 
provider to financial advisors in a disciplined and methodical way, while managing business, legal, and compliance-
related risks. 

What Could Move the Rating Up? 

The combination of meaningful debt pay-down and further improvements in the profitability and sustainability of 
earnings that resulted in cash flow leverage of 3.5x or below would exert positive pressure on the rating. 

What Could Move the Rating Down? 

As the company's track record demonstrates, the operating leverage embedded in its business model makes debt-
financed acquisitions in the fragmented advisor-servicing industry seem attractive for shareholders. An increase in 
cash flow leverage to over 5.0x, resulting from additional borrowing and/or high acquisition-related integration costs, 
will exert negative pressure on the ratings. The potential for litigation and heightened regulatory scrutiny are a 
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permanent presence in the retail money management business. Material regulatory sanctions, relating to 
inadequate compliance and/or IFA oversight procedures, would be viewed negatively in this regard. 

Upgrades: 

..Issuer: LPL Holdings, Inc. 

....Corporate Family Rating, Upgraded to Ba3 from B1 

....Senior Subordinated Regular Bond/Debenture, Upgraded to B2 from B3 

....Senior Secured Bank Credit Facility, Upgraded to Ba3 from B1 

Outlook Actions: 

..Issuer: LPL Holdings, Inc. 

....Outlook, Changed To Stable From Rating Under Review 

LPL is a leading provider of infrastructure and support services to independent financial advisors. In 2007, LPL 
generated $2.7 billion of revenue ($782 million of gross margin) and ended the year with $232 billion in assets 
under administration. 
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ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE COPIED OR 
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR 
STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS 
WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by 
MOODY'S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well as 
other factors, however, such information is provided "as is" without warranty of any kind and MOODY'S, in particular, makes no 
representation or warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability or fitness for any 
particular purpose of any such information. Under no circumstances shall MOODY'S have any liability to any person or entity for (a) any 
loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or 
contingency within or outside the control of MOODY'S or any of its directors, officers, employees or agents in connection with the 
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or (b) any 
direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even 
if MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such information. 
The credit ratings and financial reporting analysis observations, if any, constituting part of the information contained herein are, and 
must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any 
securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR 
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY 
MOODY'S IN ANY FORM OR MANNER WHATSOEVER. Each rating or other opinion must be weighed solely as one factor in any investment 
decision made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study 
and evaluation of each security and of each issuer and guarantor of, and each provider of credit support for, each security that it may 
consider purchasing, holding or selling. 
 
MOODY'S hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and 
commercial paper) and preferred stock rated by MOODY'S have, prior to assignment of any rating, agreed to pay to MOODY'S for 
appraisal and rating services rendered by it fees ranging from $1,500 to approximately $2,400,000. Moody's Corporation (MCO) and its 
wholly-owned credit rating agency subsidiary, Moody's Investors Service (MIS), also maintain policies and procedures to address the 
independence of MIS's ratings and rating processes. Information regarding certain affiliations that may exist between directors of MCO 
and rated entities, and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in 
MCO of more than 5%, is posted annually on Moody's website at www.moodys.com under the heading "Shareholder Relations - 
Corporate Governance - Director and Shareholder Affiliation Policy." 
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