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Title of each class: Name of each exchange on which registered:
Common Stock, $.0001 par value New York Stock Exchange
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  Yes x No ~

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange
Act. Yes No x

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 x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No °

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K, or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer ~ Non-accelerated filer ~ Smaller Reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ~ No x

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by reference to the price at which
the common equity was last sold, or the average bid and asked price of such common equity, as of the last business day of the registrant s most
recently completed second fiscal quarter. $1,864,244,506 as of May 31, 2012.

Indicate the number of shares outstanding of the registrant s class of common stock, as of the latest practicable date. 203,799,188 shares as of the
close of business on January 9, 2013.
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PART I

Item 1. Business.
Introduction

Jefteries Group, Inc. and its subsidiaries operate as a global full service, integrated securities and investment banking firm. Our principal
operating subsidiary, Jefferies & Company, Inc. ( Jefferies ), was founded in the U.S. in 1962 and our first international operating subsidiary,
Jefferies International Limited, was established in the U.K. in 1986. On November 12, 2012, we agreed to merge with Leucadia National
Corporation ( Leucadia ), a diversified holding company. The transaction is expected to close during the first quarter of 2013 and is subject to
customary closing conditions, including approval to effect the merger by both Leucadia s shareholders and our shareholders. Upon the merger,
we will continue to operate in our current form and our Chairman and Chief Executive Officer and Chairman of the Executive Committee will
remain in their current roles with respect to Jefferies Group, Inc. while assuming the roles of Chief Executive Officer and President,
respectively, at Leucadia.

Since 2000, we have grown considerably and become increasingly diversified, increasing our market share and the breadth of our business. Our
growth has been achieved through the ongoing addition of talented personnel in targeted areas, as well as the acquisition of complementary
businesses. As of November 30, 2012, we had 3,804 employees in the U.S., Europe, the Middle East and Asia. Our global headquarters and
executive offices are located at 520 Madison Avenue, New York, New York 10022. We also have regional headquarters offices in London and
Hong Kong. Our primary telephone number is (212) 284-2550 and our Internet address is jefferies.com.

The following documents and reports are available on our public website:

Code of Ethics;

Reportable waivers, if any, from our Code of Ethics by our executive officers;

Board of Directors Corporate Governance Guidelines;

Charter of the Audit Committee of the Board of Directors;

Charter of the Corporate Governance and Nominating Committee of the Board of Directors;

Charter of the Compensation Committee of the Board of Directors;

Annual and interim reports on Form 10-K;

Quarterly reports on Form 10-Q;
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Current reports on Form 8-K;

Beneficial ownership reports on Forms 3, 4 and 5; and

Any amendments to the above-mentioned documents and reports.
Shareholders may also obtain a printed copy of any of these documents or reports by sending a request to Investor Relations, Jefferies &
Company, Inc., 520 Madison Avenue, New York, NY 10022, by calling 203-708-5975 or by sending an email to info@jefferies.com.
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Business Segments

We currently operate in two business segments, Capital Markets and Asset Management. Our Capital Markets reportable segment, which
represents principally our entire business, consists of our securities and commodities trading activities (including the results of our indirectly
partially owned subsidiary, Jefferies High Yield Trading, LLC), and our investment banking activities. The Capital Markets reportable segment
provides the sales, trading and/or origination and execution effort for various equity, fixed income, commodities, foreign exchange and advisory
products and services. The Asset Management segment includes asset management activities and related services.

Financial information regarding our reportable business segments as of November 30, 2012, November 30, 2011 and November 30, 2010 is set
forth in Note 23, Segment Reporting, in our consolidated financial statements and is incorporated herein by reference.

Our Businesses
Capital Markets

Our Capital Markets segment includes our Equities, Fixed Income and Investment Banking businesses. We primarily serve institutional
investors, corporations and government entities.

Equities
Egquities Research, Sales & Trading

We operate a full-service, client-focused equities research, sales and trading business across global securities markets. We earn commissions or
spread revenue by executing transactions for clients across these markets in equity and equity-related products, including common stock,
American depository receipts, global depository receipts, exchange-traded funds, exchange-traded equity options, convertible products and
closed-end funds. Our primary competitors are U.S. and non-U.S. bank holding companies. We act as agent or principal (including as a
market-maker) when executing client transactions via traditional high-touch and electronic low-touch channels. In order to facilitate client
transactions, we may act as principal to provide liquidity which requires the commitment of our capital and maintenance of dealer inventory.

Our equity research, sales and trading efforts are organized across three geographical regions: the Americas; Europe, the Middle East, and Africa
(EMEA); and Asia Pacific. Our main product lines within the regions are cash equities, electronic trading, derivatives and convertibles. Our
clients are primarily institutional market participants such as mutual funds, hedge funds, investment advisors, pension and profit sharing plans,
and insurance companies. Through our global research team and sales force, we maintain relationships with our clients, distribute investment
research, trading ideas, market information and analyses across a range of industries and receive and execute client orders. Our research covers
over 1,560 individual companies around the world.

Equity Finance
Our Equity Finance business provides financing, securities lending and other prime brokerage services.

We offer prime brokerage services in the U.S. that provide hedge funds, money managers and registered investment advisors with execution,
financing, clearing, reporting and administrative services. We finance our
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clients securities positions through margin loans that are collateralized by securities, cash or other acceptable liquid collateral. We earn an
interest spread equal to the difference between the amount we pay for funds and the amount we receive from our clients. We also operate a
matched book in equity and corporate bond securities, whereby we borrow and lend securities versus cash or liquid collateral and earn a net
interest spread.

Customer assets (securities and funds) held by us are segregated in accordance with regulatorily mandated customer protection rules. We do not
comingle customer and firm principal assets or rely on customer free credit balances to finance firm principal positions. We offer selected prime
brokerage clients with the option of custodying their assets at an unaffiliated U.S. broker-dealer that is a subsidiary of a bank holding company.
Under this arrangement, we provide our clients directly all customary prime brokerage services other than custody.

Wealth Management

We provide tailored wealth management services designed to meet the needs of high net worth individuals, their families and their businesses,
private equity and venture funds and small institutions. Our advisors provide access to all of our institutional execution capabilities and deliver
other financial services. Our open architecture platform affords clients with access to products and services from both our firm and from a
variety of other major financial services institutions.

Fixed Income

Our Fixed Income business consists of fixed income sales and trading, as well as commodities, listed futures, foreign exchange and
over-the-counter derivative trading activities.

Fixed Income Sales and Trading

Our fixed income effort encompasses the sales and trading of investment grade and high yield corporate bonds, U.S. and European government
and agency securities, municipal bonds, mortgage- and asset-backed securities, whole loans, leveraged loans, high yield and distressed securities
and emerging markets debt. Jefferies is designated as a Primary Dealer by the Federal Reserve Bank of New York, and Jefferies International
Limited, our U.K. regulated broker-dealer, is designated in similar capacities for numerous government bond issuers in Europe, and trades a
broad spectrum of other European government bonds. Additionally, through the use of repurchase agreements, we act as an intermediary
between borrowers and lenders of short-term funds and provide funding for various inventory positions.

Within the U.S., our high yield activities are primarily conducted through Jefferies High Yield Trading, LLC, which is a registered broker-dealer
and a wholly owned subsidiary of Jefferies High Yield Holdings, LLC ( JHYH ). We own voting and nonvoting interests in JHYH and have
entered into management, clearing, and other services agreements with JHYH. We and Leucadia National Corporation each have the right to
nominate two of a total of four directors to JHYH s board of directors. Two funds managed by us, Jefferies Special Opportunities Fund ( JSOP )
and Jefferies Employees Special Opportunities Fund ( JESOP ), are also investors in JHYH.

Our strategists and economists provide ongoing commentary and analysis of the global fixed income markets. In addition, our fixed income
research professionals, including research and desk analysts, provide investment ideas and analysis across a variety of fixed income products.
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Futures, Foreign Exchange and Commodities

Our global commodities business, Jefferies Bache, provides 24-hour global coverage, with direct access to major commodity and financial
futures exchanges including the CME, CBOT, NYMEX, ICE, NYSE Euronext, LME and Eurex and provides 24-hour global coverage,
execution, clearing and market making in futures, options and derivatives on industrial metals including aluminum, copper, nickel, zinc, tin and
lead. Products provided to clients include LME and CME futures and over-the-counter metals swaps and options.

We provide a full-service trading desk in all precious metals, cash, futures and exchange-for-physicals markets, and are a market maker
providing execution and clearing services as well as market analysis. Jefferies Bache also provides prime brokerage services and is an authorized
coin distributor of the U.S. Mint.

In addition, Jefferies Bache is a market-maker providing operational support in foreign exchange spot, forwards, swaps and options across major
currencies and emerging markets globally.

Investment Banking
We offer our clients a full range of financial advisory services, as well as equity, debt and equity-linked capital raising services.

Over 800 investment banking professionals operate in the Americas, Europe and Asia, and are organized into industry, product and geographic
coverage groups. Sector coverage groups include Aerospace and Defense, Business Services, CleanTech, Consumer and Retail, Energy,
Financial Institutions, Financial Sponsors, Gaming, General Industrials, Healthcare, Maritime, Media, Mining and Metals, Public Finance, Real
Estate, Technology and Telecommunications.

Equity Capital Markets

We originate and sell direct placements, private equity, private placements, initial public offerings and follow-on offerings of equity and
equity-linked convertible securities.

Debt Capital Markets

We offer a range of debt financing for companies, governmental entities and financial sponsors. We focus on structuring and distributing public
and private debt in leveraged finance transactions, including investment grade and high yield corporate debt, leveraged buyouts, acquisitions,
growth capital financings, mortgage-related and asset-backed securities, municipal securities, public finance, recapitalizations and Chapter 11
exit financings.

Adpvisory Services

We offer companies mergers and acquisitions, recapitalization and restructuring and other financial advisory services. We advise buyers and
sellers on sales, divestitures, acquisitions, mergers, tender offers, joint ventures, strategic alliances and takeover defenses. We facilitate and
finance acquisitions and recapitalizations on both buyside and sellside mandates. Our service to our clients includes leveraging our industry
knowledge, extensive relationships, and capital markets and restructuring expertise.

We offer advisory services in connection with exchange offers, consent solicitations, capital raising, and distressed mergers and acquisitions. We
provide advice and support in the structuring, valuation and placement of securities issued in recapitalizations and restructurings. We represent
issuers, bondholders and creditors, as well as buyers and sellers of assets.
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Asset Management

We provide investment management services to private investment funds, separate accounts (such as for pension funds, insurance companies
and other institutional investors) and mutual funds. Our primary asset management programs are commodity asset management strategies,
strategic investment programs and convertible bond strategies.

Our commodity asset management strategies are provided through CoreCommodity Management, LLC (formerly known as Jefferies Asset
Management, LLC), which is registered as an investment advisor with the SEC and as a commodity trading advisor with the Commodity Futures
Trading Commission and is a member of the National Futures Association.

Our strategic investment programs, including our Structured Alpha Program, are provided through the Strategic Investments Division of
Jefteries Investment Advisers, LLC, which is registered as an investment adviser with the SEC. These programs are systematic, multi-strategy,
multi-asset class programs with the objective of generating a steady stream of absolute returns irrespective of the direction of major market
indices or phase of the economic cycle. These strategies are provided through both long-short equity private funds and separately managed
accounts.

Our convertible bond strategies are provided through Jefferies (Switzerland) Limited, which is licensed by the Swiss Financial Market
Supervisory Authority. These strategies are long only investment solutions in global convertible bonds offered to pension funds, insurance
companies and private banking clients.

Competition

All aspects of our business are intensely competitive. We compete primarily with bank holding companies, but also with firms listed in the
AMEX Securities Broker/Dealer Index, other brokers and dealers, and boutique investment banking firms. Large bank holding companies have
substantially greater capital and resources than we do. We believe that the principal factors affecting our competitive standing include the
quality, experience and skills of our professionals, the depth of our relationships, the breadth of our service offerings and our tenacity and
commitment to serve our clients.

Regulation

Regulation In the United States. The financial services industry in which we operate is subject to extensive regulation. In the U.S., the
Securities and Exchange Commission ( SEC ) is the federal agency responsible for the administration of federal securities laws, and the
Commodity Futures Trading Commission ( CFTC ) is the federal agency responsible for the administration of commodity futures laws. In
addition, self-regulatory organizations, principally Financial Industry Regulatory Authority ( FINRA ), are actively involved in the regulation of
broker-dealers. The SEC and self-regulatory organizations conduct periodic examinations of broker-dealers. Securities firms are also subject to
regulation by state securities commissions and attorneys general in those states in which they do business.

Broker-dealers are subject to regulations that cover all aspects of the securities business, including sales and trading methods, trade practices
among broker-dealers, use and safekeeping of customers funds and securities, capital structure of securities firms, anti-money laundering efforts,
recordkeeping and the conduct of directors, officers and employees. Registered advisors are subject to regulations including marketing,
transactions with affiliates, disclosure to clients, and recordkeeping; and advisors that are also registered as commodity trading advisors or
commodity pool operators are also subject to regulation by the CFTC and the National Futures
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Association ( NFA ). Additional legislation, changes in rules promulgated by the SEC and self-regulatory organizations, or changes in the
interpretation or enforcement of existing laws and rules may directly affect the operations and profitability of broker-dealers. Futures
commission merchants ( FCMs ) that engage in commodities and futures transactions, are subject to regulation by the CFTC and the NFA. The
SEC, self-regulatory organizations, state securities commissions, state attorneys general, the CFTC and the NFA may conduct administrative
proceedings or initiate civil litigation that can result in censure, fine, suspension, expulsion of a firm, its officers or employees, or revocation of a
firm s licenses.

On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act ( Dodd-Frank Act ) was enacted in the United States.
Implementation of the Dodd-Frank Act is to be accomplished through extensive rulemaking by the SEC and other governmental agencies. The
Dodd-Frank Act also mandates the preparation of studies on a wide range of issues. These studies could lead to additional regulatory changes.
For additional information see Item 1A. Risk Factors ~ Recent legislation and new and pending regulation may significantly affect our business.

Net Capital Requirements. U.S. registered broker-dealers are subject to the SEC s Uniform Net Capital Rule (the Net Capital Rule ), which
specifies minimum net capital requirements. Jefferies Group is not a registered broker-dealer and is therefore not subject to the Net Capital Rule;
however, its United States broker-dealer subsidiaries are registered and are subject to the Net Capital Rule, which provides that a broker-dealer
shall not permit its aggregate indebtedness to exceed 15 times its net capital (the basic method ) or, alternatively, that it not permit its net capital
to be less than the greater of 2% of its aggregate debit balances (primarily receivables from customers and broker-dealers) or $250,000 ($1.5
million for prime brokers) computed in accordance with such Net Capital Rule (the alternative method ). Jefferies, Jefferies Execution Services,
Inc. ( Jefferies Execution ) and Jefferies High Yield Trading, LLC ( JHYT ) use the alternative method of calculation. (See Net Capital within
Item 7. Management s Discussion and Analysis and Note 22, Net Capital Requirements in this Annual Report on Form 10-K for additional
discussion of net capital calculations.)

Compliance with the Net Capital Rule could limit operations of our broker-dealers, such as underwriting and trading activities, that require the
use of significant amounts of capital, and may also restrict loans, advances, dividends and other payments by Jefferies, Jefferies Execution, or
JHYT to us. U.S. registered FCMs are subject to the CFTC s minimum financial requirements for futures commission merchants and introducing
brokers. Jefferies Group is not a registered FCM nor a registered Introducing Broker, and is therefore not subject to the minimum financial
requirements; however, Jefferies Bache, LLC, a United States FCM subsidiary, is registered and subject to the minimum financial requirements.
Under the minimum financial requirements, an FCM must maintain adjusted net capital equal to or in excess of the greater of (A) $1,000,000 or
(B) the FCM s risk-based capital requirements totaling (1) eight percent of the total risk margin requirement for positions carried by the FCM in
customer accounts, plus (2) eight percent of the total risk margin requirement for positions carried by the FCM in noncustomer accounts. An
FCM s ability to make capital and certain other distributions is subject to the rules and regulations of various exchanges, clearing organizations
and other regulatory agencies which may have capital requirements that are greater than the CFTC s. Further, Jefferies is a registered Introducing
Broker. Under the minimum financial requirements, an Introducing Broker must maintain adjusted net capital equal to or in excess of the greater
of (A) $45,000 or (B) since Jefferies is also a registered broker-dealer, the amount of net capital required by the SEC s Net Capital Rule. An
Introducing Broker s ability to make capital and certain other distributions is subject to the rules and regulations of various exchanges, clearing
organizations and other regulatory agencies which may have capital requirements that are greater than the CFTC s.

Regulation Outside the United States. We are an active participant in the international fixed income and equity markets, engage in commodity
futures brokerage and provide investment banking services throughout the world, but primarily in Europe and Asia. As is true in the U.S., our
subsidiaries are subject to comprehensive regulations promulgated and enforced by, among other regulatory bodies, the U.K. Financial Services
Authority,
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the Hong Kong Securities and Futures Commission and the Monetary Authority of Singapore. Every country in which we do business imposes
upon us laws, rules and regulations similar to those in the U.S., including with respect to some form of capital adequacy rules, customer
protection rules, anti-money laundering and anti-bribery rules, compliance with other applicable trading and investment banking regulations and
similar regulatory reform packages in response to the credit and liquidity crisis of 2007 and 2008. For additional information see Item 1A. Risk
Factors  Extensive international regulation of our business limits our activities, and, if we violate these regulations, we may be subject to
significant penalties.

Item 1A.  Risk Factors.
Factors Affecting Our Business

The following factors describe some of the assumptions, risks, uncertainties and other factors that could adversely affect our business or that
could otherwise result in changes that differ materially from our expectations. In addition to the specific factors mentioned in this report, we may
also be affected by other factors that affect businesses generally such as global or regional changes in economic or business conditions, acts of
war, terrorism and natural disasters.

Recent legislation and new and pending regulation may significantly affect our business.

Recent market and economic conditions have led to legislation and regulation affecting the financial services industry. These legislative and
regulatory initiatives will affect not only us, but also our competitors and certain of our clients. These changes could eventually have an effect on
our revenue and profitability, limit our ability to pursue certain business opportunities, impact the value of assets that we hold, require us to
change certain business practices, impose additional costs on us, and otherwise adversely affect our business. Accordingly, we cannot provide
assurance that new legislation and regulation will not eventually have an adverse effect on our business, results of operations, cash flows and
financial condition.

The Dodd-Frank Act was signed into law on July 21, 2010. Title VII of the Dodd-Frank Act and the rules and regulations adopted and to be
adopted by the SEC and CFTC introduce a comprehensive regulatory regime for swaps and security-based swaps (both of which are defined
terms). We are required to register two of our subsidiaries as swap dealers with the CFTC by January 30, 2013 and may register one or more
subsidiaries as security-based swap dealers with the SEC. The new laws and regulations will subject certain swaps and security-based swaps to
clearing and exchange trading requirements, and will subject swap dealers and security-based swap dealers to significant new burdens, including
(i) capital and margin requirements, (ii) reporting, recordkeeping and internal business conduct requirements, (iii) external business conduct
requirements in dealings with swap counterparties (which are particularly onerous when the counterparty is a special entity such as a federal,
state, or municipal entity, an ERISA plan, a government employee benefit plan or an endowment), and (iv) large trader position reporting and
certain position limit requirements. The final rules under Title VII, including those rules that have already been adopted, for both cleared and
uncleared swap transactions will impose increased capital and margin requirements on our registered entities and require additional operational
and compliance costs and resources that will likely affect our business.

Section 619 of the Dodd-Frank Act (Volcker Rule) and section 716 of the Dodd-Frank Act (swaps push-out rule) limit proprietary trading of
certain securities and swaps by banking entities such as banks, bank holding companies and similar institutions. Although we are not a banking
entity and are not otherwise subject to these rules, some of our clients and many of our counterparties are affiliated with bank holding companies
and will be subject to these restrictions. These sections of the Dodd-Frank Act and the regulations that are adopted to implement them could
negatively affect the swaps and securities markets by reducing their depth and liquidity
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and thereby affect pricing in these markets. Other negative effects could result from an expansive extraterritorial application of the Dodd-Frank
Act in general or the Volcker Rule in particular and/or insufficient international coordination with respect to adoption of rules for derivatives in
other jurisdictions. We will not know the exact impact that these changes in the markets will have on our business until after the final rules are
implemented.

The Dodd-Frank Act, in addressing systemic risks to the financial system, charges the Federal Reserve with drafting enhanced regulatory
requirements for systemically important bank holding companies and certain other nonbank financial companies designated as systemically
important by the Financial Stability Oversight Council. The enhanced requirements proposed by the Federal Reserve include capital
requirements, liquidity requirements, limits on credit exposure concentrations and risk management requirements. We do not believe that we
will be deemed to be a systemically important nonbank financial company under the new legislation and therefore will not be directly impacted.
However, there will be an indirect impact to us as the new regulations will most likely effect our competitors, counterparties and certain of our
clients.

Extensive international regulation of our business limits our activities, and, if we violate these regulations, we may be subject to significant
penalties.

The financial services industry is subject to extensive laws, rules and regulations in every country in which we operate. Firms that engage in
securities and derivatives trading, commodity futures brokerage, wealth and asset management and investment banking must comply with the
laws, rules and regulations imposed by the governing country, state, regulatory bodies and self-regulatory bodies with governing authority over
such activities. Such laws, rules and regulations cover all aspects of the financial services business, including, but not limited to, sales and

trading methods, trade practices, use and safekeeping of customers funds and securities, capital structure, anti-money laundering and anti-bribery
and corruption efforts, recordkeeping and the conduct of directors, officers and employees.

Each of our regulators supervises our business activities to monitor compliance with such laws, rules and regulations in the relevant jurisdiction.
In addition, if there are instances in which our regulators question our compliance with laws, rules, and regulations, they may investigate the
facts and circumstances to determine whether we have complied. At any moment in time, we may be subject to one or more such investigation
or similar reviews. At this time, all such investigations, and similar reviews are insignificant in scope and immaterial to us. However, there can
be no assurance that, in the future, the operations of our businesses will not violate such laws, rules, and regulations and that related
investigations and similar reviews could result in adverse regulatory requirements, regulatory enforcement actions and/or fines.

Additional legislation, changes in rules, changes in the interpretation or enforcement of existing laws and rules, or the entering into businesses
that subject us to new rules and regulations may directly affect our business, results of operations and financial condition.

In the UK, our primary regulator, the UK Financial Services Authority ( FSA ), has adopted a twin peaks model with a clear internal separation of
conduct of business and prudential regulation. This move mirrors the UK government s intention to transfer prudential supervision of the more
systemically important institutions from the FSA to the Prudential Regulation Authority ( PRA ), a subsidiary of The Bank of England, and for

the FSA (to be renamed the Financial Conduct Authority ( FCA )) to focus on consumer protection and market regulation as well as prudential
supervision of all other regulated financial institutions. It is currently expected that this transfer will take place in April 2013. The Financial

Services Bill, which will formally establish the PRA and FCA, is currently making its way through Parliament. Our regulated UK subsidiaries,
Jefferies International Limited, Jefferies Investment Management Limited and Jefferies Bache Limited, are maintaining a close dialogue with the

FSA as it implements these changes.
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We continue to monitor the impact that the Basel Accords will have on us. The latest update issued by the Basel Committee on Banking
Supervision in December 2010, known as Basel III, has recommended strengthening capital and liquidity rules. In response, the European
Commission is in the process of implementing amendments to its Capital Requirements Directive known as CRD IV. Changes under CRD IV
are expected to start to come into effect in late 2013 or early 2014 and we continue to monitor the potential impact on our UK subsidiaries.

The European Market Infrastructure Regulation ( EMIR ) came into force in August 2012 and will be effective in the UK in early 2013. In
common with the Dodd-Frank Act in the US, these rules are intended, amongt other things, to reduce counterparty risk by requiring that all
standardized over-the-counter derivatives are cleared through a central counterparty. We are reviewing EMIR and the related technical standards
published by the European Securities and Markets Authority to assess the impact on us.

We are also reviewing the draft texts of the amendments to the Markets in Financial Instruments Directive and the Markets in Financial
Instruments Regulation to assess the impact both pieces of legislation are likely to have on our business when they come into force in 2013 or
2014. Amongt other things, the legislation will require certain over-the-counter derivatives to be traded on exchanges and other electronic
trading platforms.

We could be adversely affected if our merger with Leucadia National Corporation is not consummated.

On November 11, 2012, we and certain merger-related subsidiaries agreed to a series of merger transactions whereby we would become a

wholly owned subsidiary of Leucadia. These transactions, which are expected to close during the first quarter of 2013, are subject to customary
closing conditions, including approval by both Leucadia s and our shareholders. As part of the transactions, we will be converted from a
corporation to a limited liability company organized under the laws of the State of Delaware. Leucadia will not assume or guarantee any of
Jefferies outstanding debt securities, but Jefferies 3.875% Convertible Senior Debentures due 2029 will become convertible into common shares
of Leucadia following the merger transactions. If not redeemed, Jefferies 3.25% Series A Convertible Cumulative Preferred Stock will be
exchanged for a comparable series of convertible preferred shares of Leucadia. Jefferies will retain a credit rating separate from Leucadia s.

In addition to approval by both Leucadia and our shareholders, the closing of the transactions is subject to a number of other conditions that
make the completion and timing of the completion of the transactions uncertain. If the transactions are not completed on a timely basis, or at all,
our businesses may be adversely affected and, without realizing any of the benefits of having completed the transactions, we will be subject to a
number of risks, including the following:

We will be required to pay our costs relating to the transactions, such as legal, accounting, financial advisory and printing fees, whether
or not the transactions are completed.

We may be required to pay a termination fee plus out-of-pocket fees and expenses incurred by Leucadia.

Time and resources committed by our management and employees to matters relating to the transactions could otherwise have been
devoted to pursuing other beneficial opportunities.

The market price of our common stock could decline to the extent that the current market price reflects a market assumption that the
transactions will be completed.

If the merger agreement is terminated and our board of directors seeks another business combination, our stockholders cannot be certain
that we will be able to find a party willing to enter into a merger agreement on terms equivalent to or more attractive than the terms that
Leucadia has agreed to in connection with the transactions.
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Our merger with Leucadia National Corporation could be affected by certain litigation.

Seven putative class action lawsuits have been filed in New York and Delaware concerning the merger transactions whereby Jefferies Group,
Inc. would become a wholly owned subsidiary of Leucadia. The class actions, filed on behalf of our shareholders, name as defendants Jefferies
Group, Inc., the members of our board of directors, Leucadia and, in certain of the actions, certain merger-related subsidiaries. The actions allege
that the directors breached their fiduciary duties in connection with the merger transactions by engaging in a flawed process and agreeing to sell
Jefteries Group, Inc., for inadequate consideration pursuant to an agreement that contains improper deal protection terms. The actions allege that
Jefteries Group, Inc. and Leucadia aided and abetted the directors breach of fiduciary duties and seek, among other things, an injunction barring
the proposed transactions. We are unable to predict the outcome of this litigation, including whether it will affect the closing of the merger with
Leucadia National Corporation.

Changing conditions in financial markets and the economy could result in decreased revenues, losses or other adverse consequences.

As a global securities and investment banking firm, global or regional changes in the financial markets or economic conditions could adversely
affect our business in many ways, including the following:

A market downturn could lead to a decline in the volume of transactions executed for customers and, therefore, to a decline in the
revenues we receive from commissions and spreads.

Unfavorable financial or economic conditions could reduce the number and size of transactions in which we provide underwriting,
financial advisory and other services. Our investment banking revenues, in the form of financial advisory and underwriting or
placement fees, are directly related to the number and size of the transactions in which we participate and could therefore be adversely
affected by unfavorable financial or economic conditions.

Adverse changes in the market could lead to losses from principal transactions on our inventory positions.

Adverse changes in the market could also lead to a reduction in revenues from asset management fees and investment income from
managed funds and losses on our own capital invested in managed funds. Even in the absence of a market downturn, below-market
investment performance by our funds and portfolio managers could reduce asset management revenues and assets under management
and result in reputational damage that might make it more difficult to attract new investors.

Limitations on the availability of credit, such as occurred during 2008, can affect our ability to borrow on a secured or unsecured basis,
which may adversely affect our liquidity and results of operations.

New or increased taxes on compensation payments such as bonuses or on balance sheet items may adversely affect our profits.

Should one of our competitors fail, our securities prices and our revenue could be negatively impacted based upon negative market
sentiment causing customers to cease doing business with us and our lenders to cease loaning us money, which could adversely affect
our business, funding and liquidity.
Unfounded allegations about us could result in extreme price volatility and price declines in our securities and loss of revenue, clients, and
employees.
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such rumors, both our stock and bond prices were significantly impacted. Our common stock suffered a 20% sell-off in minutes and,
consequently, its trading was temporarily suspended, and our debt-securities prices suffered not only extreme volatility but also record high
yields. In addition, our operations were impacted as some clients either ceased doing business or temporarily slowed down the level of business
they do, thereby decreasing our revenue stream. Although we were able to reverse the negative impact of such unfounded allegations and false
rumors, there is no assurance that we will be able to do so successfully in the future and our potential failure to do so could have a material
adverse effect on our business, financial condition and liquidity.

The downgrade of the U.S. credit rating and Europe s debt crisis could have a material adverse effect on our business, financial condition
and liquidity.

Standard & Poor s lowered its long term sovereign credit rating on the United States of America from AAA to AA+ on August 5, 2011. A further
downgrade or a downgrade by other rating agencies, including a Nationally Recognized Statistical Rating Organization, could have a material
adverse impact on financial markets and economic conditions in the United States and worldwide. Any such adverse impact could have a

material adverse effect on our business, financial condition and liquidity.

In addition, during 2011 and 2012, the possibility that certain European Union ( EU ) member states could have defaulted on their debt
obligations negatively impacted economic conditions and global markets. The continued uncertainty over the outcome of international and the
European Union s financial support programs and the possibility that EU member states may experience similar financial troubles could disrupt
global markets. The negative impact on economic conditions and global markets could also have a material adverse effect on our business,
financial condition and liquidity.

A credit-rating agency downgrade could significantly impact our business.

Maintaining an investment grade credit rating is important to our business and financial condition. On October 16, 2012 Moody s announced that
it downgraded our credit rating from Baa2 to Baa3. We intend to access the capital markets and issue debt securities from time to time; and a
decrease in our credit rating would not only increase our borrowing costs, but could also decrease demand for our debt securities and make a
successful financing more difficult. In addition, in connection with certain over-the-counter derivative contract arrangements and certain other
trading arrangements, we may be required to provide additional collateral to counterparties, exchanges and clearing organizations in the event of
a credit rating downgrade. Such a downgrade could also negatively impact our stock and bond prices. There can be no assurance that our credit
ratings will not be further downgraded by Moody s or downgraded by other rating agencies.

Our principal trading and investments expose us to risk of loss.

A considerable portion of our revenues is derived from trading in which we act as principal. We may incur trading losses relating to the
purchase, sale or short sale of fixed income, high yield, international, convertible, and equity securities and futures and commodities for our own
account. In any period, we may experience losses on our inventory positions as a result of price fluctuations, lack of trading volume, and
illiquidity. From time to time, we may engage in a large block trade in a single security or maintain large position concentrations in a single
security, securities of a single issuer, securities of issuers engaged in a specific industry, or securities from issuers located in a particular country
or region. In general, because our inventory is marked to market on a daily basis, any adverse price movement in these securities could result in
a reduction of our revenues and profits. In addition, we may engage in hedging transactions that if not successful, could result in losses.
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Increased competition may adversely affect our revenues, profitability and staffing.

All aspects of our business are intensely competitive. We compete directly with a number of bank holding companies and commercial banks,
other brokers and dealers, investment banking firms and other financial institutions. In addition to competition from firms currently in the
securities business, there has been increasing competition from others offering financial services, including automated trading and other services
based on technological innovations. We believe that the principal factors affecting competition involve market focus, reputation, the abilities of
professional personnel, the ability to execute the transaction, relative price of the service and products being offered, bundling of products and
services and the quality of service. Increased competition or an adverse change in our competitive position could lead to a reduction of business
and therefore a reduction of revenues and profits.

Competition also extends to the hiring and retention of highly skilled employees. A competitor may be successful in hiring away an employee or
group of employees, which may result in our losing business formerly serviced by such employee or employees. Competition can also raise our
costs of hiring and retaining the employees we need to effectively operate our business.

Operational risks may disrupt our business, result in regulatory action against us or limit our growth.

Our businesses are highly dependent on our ability to process, on a daily basis, a large number of transactions across numerous and diverse
markets in many currencies, and the transactions we process have become increasingly complex. If any of our financial, accounting or other data
processing systems do not operate properly or are disabled or if there are other shortcomings or failures in our internal processes, people or
systems, we could suffer an impairment to our liquidity, financial loss, a disruption of our businesses, liability to clients, regulatory intervention
or reputational damage. These systems may fail to operate properly or become disabled as a result of events that are wholly or partially beyond
our control, including a disruption of electrical or communications services or our inability to occupy one or more of our buildings. The inability
of our systems to accommodate an increasing volume of transactions could also constrain our ability to expand our businesses.

We also face the risk of operational failure or termination of any of the clearing agents, exchanges, clearing houses or other financial
intermediaries we use to facilitate our securities transactions. Any such failure or termination could adversely affect our ability to effect
transactions and manage our exposure to risk.

In addition, despite the contingency plans we have in place, our ability to conduct business may be adversely impacted by a disruption in the
infrastructure that supports our businesses and the communities in which they are located. This may include a disruption involving electrical,
communications, transportation or other services used by us or third parties with which we conduct business.

Our operations rely on the secure processing, storage and transmission of confidential and other information in our computer systems and

networks. Although we take protective measures and endeavor to modify them as circumstances warrant, our computer systems, software and
networks may be vulnerable to unauthorized access, computer viruses or other malicious code, and other events that could have a security

impact. If one or more of such events occur, this potentially could jeopardize our or our clients or counterparties confidential and other
information processed and stored in, and transmitted through, our computer systems and networks, or otherwise cause interruptions or

malfunctions in our, our clients , our counterparties or third parties operations. We may be required to expend significant additional resources to
modify our protective measures or to investigate and remediate vulnerabilities or other exposures, and we may be subject to litigation and

financial losses that are either not insured against or not fully covered through any insurance maintained by us.
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Asset management revenue is subject to variability based on market and economic factors and the amount of assets under management.

Asset management revenue includes management and performance fees from funds and accounts managed by us, management and performance
fees from related party managed funds and accounts and investment income (loss) from our investments in these funds, accounts and related
party managed funds. These revenues are dependent upon the amount of assets under management and the performance of the funds. If these
funds do not perform as well as our asset management clients expect, our clients may withdraw their assets from these funds, which would
reduce our revenues. Some of our revenues are derived from our own investments in these funds. We experience significant fluctuations in our
quarterly operating results due to the nature of our asset management business and therefore may fail to meet revenue expectations. Even in the
absence of a market downturn, below market investment performance by our funds and portfolio managers could reduce asset management
revenues and assets under management and result in reputational damage that might make it more difficult to attract new investors.

We face numerous risks and uncertainties as we expand our business.

We expect the growth of our business to come primarily from internal expansion and through acquisitions and strategic partnering. As we
expand our business, there can be no assurance that our financial controls, the level and knowledge of our personnel, our operational abilities,
our legal and compliance controls and our other corporate support systems will be adequate to manage our business and our growth. The
ineffectiveness of any of these controls or systems could adversely affect our business and prospects. In addition, as we acquire new businesses
and introduce new products, we face numerous risks and uncertainties integrating their controls and systems into ours, including financial
controls, accounting and data processing systems, management controls and other operations. A failure to integrate these systems and controls,
and even an inefficient integration of these systems and controls, could adversely affect our business and prospects.

Our international operations subject us to numerous risks which could adversely impact our business in many ways.

Our business and operations are expanding globally. Wherever we operate, we are subject to legal, regulatory, political, economic and other
inherent risks. The laws and regulations applicable to the securities and investment banking industries differ in each country. Our inability to
remain in compliance with applicable laws and regulations in a particular country could have a significant and negative effect on our business
and prospects in that country as well as in other countries. A political, economic or financial disruption in a country or region could adversely
impact our business and increase volatility in financial markets generally.

Legal liability may harm our business.

Many aspects of our business involve substantial risks of liability, and in the normal course of business, we have been named as a defendant or
codefendant in lawsuits involving primarily claims for damages. The risks associated with potential legal liabilities often may be difficult to
assess or quantify and their existence and magnitude often remain unknown for substantial periods of time. The expansion of our business,
including increases in the number and size of investment banking transactions and our expansion into new areas impose greater risks of liability.
In addition, unauthorized or illegal acts of our employees could result in substantial liability to us. Substantial legal liability could have a
material adverse financial effect or cause us significant reputational harm, which in turn could seriously harm our business and our prospects.

Our business is subject to significant credit risk.

In the normal course of our businesses, we are involved in the execution, settlement and financing of various customer and principal securities
and derivative transactions. These activities are transacted on a cash, margin or
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delivery-versus-payment basis and are subject to the risk of counterparty or customer nonperformance. Although transactions are generally
collateralized by the underlying security or other securities, we still face the risks associated with changes in the market value of the collateral
through settlement date or during the time when margin is extended and the risk of counterparty nonperformance to the extent collateral has not
been secured or the counterparty defaults before collateral or margin can be adjusted. We may also incur credit risk in our derivative transactions
to the extent such transactions result in uncollateralized credit exposure to our counterparties.

We seek to control the risk associated with these transactions by establishing and monitoring credit limits and by monitoring collateral and
transaction levels daily. We may require counterparties to deposit additional collateral or return collateral pledged. In the case of aged securities
failed to receive, we may, under industry regulations, purchase the underlying securities in the market and seek reimbursement for any losses
from the counterparty. However, there can be no assurances that our risk controls will be successful.

Derivative transactions may expose us to unexpected risk and potential losses.

We are party to a number of derivative transactions that require us to deliver to the counterparty the underlying security, loan or other obligation
in order to receive payment. In a number of cases, we do not hold the underlying security, loan or other obligation and may have difficulty
obtaining, or be unable to obtain, the underlying security, loan or other obligation through the physical settlement of other transactions. As a
result, we are subject to the risk that we may not be able to obtain the security, loan or other obligation within the required contractual time
frame for delivery. This could cause us to forfeit the payments due to us under these contracts or result in settlement delays with the attendant
credit and operational risk as well as increased costs to the firm.

Item 1B.  Unresolved Staff Comments.
None

Item 2. Properties.

Our global executive offices and principal administrative offices are located at 520 Madison Avenue, New York, New York under an operating
lease arrangement. We maintain additional offices throughout the world including, in the United States, Charlotte, Chicago, Houston, Los
Angeles, San Francisco, Stamford, and Jersey City, and internationally, London, Zurich, Hong Kong, Frankfurt, Singapore, Tokyo and Mumbai.
In addition, we maintain backup facilities with redundant technologies in Jersey City, New Jersey and Stamford, Connecticut. We lease all of
our office space, which management believes is adequate for our business. For information concerning leasehold improvements and rental
expense, see Note 2, Summary of Significant Accounting Policies and Note 21, Commitments, Contingencies and Guarantees, in our
consolidated financial statements.

Item 3. Legal Proceedings.

Many aspects of our business involve substantial risks of legal and regulatory liability. In the normal course of business, we have been named as
defendants or codefendants in lawsuits involving primarily claims for damages. We are also involved in a number of judicial and regulatory
matters, including exams, investigations and similar reviews, arising out of the conduct of our business. Based on currently available
information, we do not believe that any matter will have a material adverse effect on our financial condition.

Seven putative class action lawsuits have been filed in New York and Delaware concerning the merger transactions whereby Jefferies Group,
Inc. would become a wholly owned subsidiary of Leucadia. The class actions, filed on behalf of our shareholders, name as defendants Jefferies
Group, Inc., the members of our board
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of directors, Leucadia and, in certain of the actions, certain merger-related subsidiaries. The actions allege that the directors breached their
fiduciary duties in connection with the merger transactions by engaging in a flawed process and agreeing to sell Jefferies Group, Inc. for
inadequate consideration pursuant to an agreement that contains improper deal protection terms. The actions allege that Jefferies Group, Inc. and
Leucadia aided and abetted the directors breach of fiduciary duties and seek, among other things, an injunction barring the proposed
transactions. We are unable to predict the outcome of this litigation, including whether it will affect the closing of the merger with Leucadia.

Item 4. Mine Safety Disclosures.
Not applicable
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PART II

Item 5. Market for Registrant s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.
Our common stock trades on the NYSE under the symbol JEF. The following table sets forth for the periods indicated the range of high and low
sales prices per share of our common stock as reported by the NYSE.

High Low

YEAR ENDED NOVEMBER 30, 2012

Fourth Quarter $17.32 $13.50
Third Quarter 14.95 11.59
Second Quarter 19.82 12.75
First Quarter 17.12 11.04
YEAR ENDED NOVEMBER 30, 2011

Fourth Quarter $16.40 $ 9.50
Third Quarter 22.11 14.33
Second Quarter 25.81 21.42
First Quarter 27.12 2343

There were approximately 1,560 holders of record of our Common Stock at January 15, 2013. Our transfer agent is American Stock Transfer &
Trust Company, LLC and their address is 59 Maiden Lane, Plaza Level, New York, NY 10038.

The only restrictions on our present ability to pay dividends on our common stock are the dividend preference terms of our Series A convertible
preferred stock, the governing provisions of the Delaware General Corporation Law and financial covenants under our $950.0 million senior
secured revolving credit facility.

Dividends per Common Share (declared):

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
2012 $ 0.075 $ 0.075 $ 0075 $ 0.075
2011 $ 0.075 $ 0.075 $ 0.075 $ 0.075

On December 6, 2012, the Board of Directors declared a quarterly dividend of $0.075 per share of common stock, payable on December 31,
2012 to stockholders of record as of December 21, 2012.

Issuer Purchases of Equity Securities

(c) Total Number of
Shares Purchased as

Part of (d) Maximum Number
(a) Total Publicly of Shares that May
Number of (b) Average Announced Yet Be Purchased
Shares Price Paid Plans or Under the Plans or
Period Purchased(1) per Share Programs(2) Programs
September 1 ~ September 30, 2012 103,151 15.81 11,500,000
October 1  October 31, 2012 204,465 14.51 11,500,000
November 1 November 30, 2012 294,949 16.15 11,500,000
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(1) We repurchased an aggregate of 602,565 shares other than as part of a publicly announced plan or program. We repurchased these
securities in connection with our stock compensation plans which allow participants to use shares to pay the exercise price of certain

options exercised and to use shares to satisfy certain tax liabilities arising from the exercise of options or the vesting of restricted stock.

The number above does not include unvested shares forfeited back to us pursuant to the terms of our stock compensation plans.

(2) On September 20, 2011, we announced the authorization by our Board of Directors of the repurchase, from time to time, of up to an
aggregate of 20,000,000 shares of our Common Stock, inclusive of prior authorizations.
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Shareholder Return Performance Presentation

The following graph compares the yearly change in the cumulative total shareholder return on our common stock, after consideration of all
relevant stock splits during the period, against the cumulative total return of the Standard & Poor 500 and Standard & Poor 500 Financials
Indices for the last five years. The performance graph assumes a $100 investment in our Common Stock and each index based on the closing
prices on November 30, 2007, and that all dividends have been reinvested. The performance shown in the graph represents past performance and
should not be considered an indication of future performance.

2007 2008 2009 2010 2011 2012
Jefferies Group, Inc. 100 49 93 97 47 71
S&P 500 100 62 78 85 92 107
S&P 500 Financials 100 42 50 50 45 57
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Item 6. Selected Financial Data.

The selected data presented below as of and for the years ended November 30, 2012 and 2011, eleven months ended November 30, 2010 and
each of the years in the two year period ended December 31, 2009 and 2008 are derived from the Consolidated Financial Statements of Jefferies
Group, Inc. and its subsidiaries. The data should be read in connection with the Consolidated Financial Statements including the related notes
included in Item 8 of this Annual Report on Form 10-K.

Eleven
Months Ended
Year Ended November 30, November 30, Year Ended December 31,
2012 2011 2010 2009 2008

(In Thousands, Except Per Share Amounts)
Earnings Statement Data

Revenues:

Commissions $ 485,569 $ 534,726 $ 466,246 $ 512,293 $ 611,823
Principal transactions 1,035,974 428,035 509,070 838,396 (80,479)
Investment banking 1,125,883 1,122,528 890,334 474,315 425,887
Asset management fees and investment income (loss)

from managed funds 26,966 44,125 16,785 35,887 (52,929)
Interest 1,031,839 1,248,132 852,494 732,250 741,559
Other 164,974 152,092 62,417 38,918 28,573
Total revenues 3,871,205 3,529,638 2,797,346 2,632,059 1,674,434
Interest expense 872,421 980,825 605,096 468,798 660,448
Net revenues 2,998,784 2,548,813 2,192,250 2,163,261 1,013,986
Interest on mandatorily redeemable preferred interests

of consolidated subsidiaries 42,883 3,622 14,916 37,248 (69,077)

Net revenues, less mandatorily redeemable preferred
interests 2,955,901 2,545,191 2,177,334 2,126,013 1,083,063

Non-interest expenses:

Compensation and benefits 1,770,798 1,482,604 1,282,644 1,195,971 1,522,157
Non-compensation expenses:

Floor brokerage and clearing fees 120,145 126,313 110,835 80,969 64,834
Technology and communications 244,511 215,940 160,987 141,233 127,357
Occupancy and equipment rental 97,397 84,951 68,085 72,824 76,255
Business development 95,330 93,645 62,015 37,614 49,376
Professional services 73,427 66,305 49,080 41,125 46,948
Other 62,498 56,099 47,017 48,530 84,296
Total non-compensation expenses 693,308 643,253 498,019 422,295 449,066
Total non-interest expenses 2,464,106 2,125,857 1,780,663 1,618,266 1,971,223
Earnings (loss) before income taxes 491,795 419,334 396,671 507,747 (888,160)
Income tax expense (benefit) 168,646 132,966 156,404 195,928 (293,359)
Net earnings (loss) 323,149 286,368 240,267 311,819 (594,801)
Net earnings (loss) to noncontrolling interests 40,740 1,750 16,601 36,537 (53,884)
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Earnings per common share:

Basic earnings (loss) per common share
Diluted earnings (loss) per common share
Weighted average common shares:

Basic

Diluted

Cash dividends per common share

Table of Contents

$

$

282,409

1.23
1.22

215,989
220,101
0.30

19

$

$

284,618

1.28
1.28

211,056
215,171
0.30

$

223,666

1.10
1.09

196,393
200,511
0.30

$ 275,282

$ 1.36
$ 1.35

200,446
204,572

$ (540,917)
$ (3.30)
$ (3.30)
166,163
166,163
$ 0.25
27



Edgar Filing: JEFFERIES GROUP INC /DE/ - Form 10-K

Table of Conten

JEFFERIES GROUP, INC. AND SUBSIDIARIES (Continued)

Selected Balance Sheet Data

Total assets

Long-term debt

Mandatorily redeemable convertible preferred stock
Mandatorily redeemable preferred interests of
consolidated subsidiaries

Total common stockholders equity

Shares outstanding

Other Data (Unaudited)

Common book value per share(1)

2012
$ 36,293,541
$ 4,804,607
$ 125,000
$ 348,051
$ 3,436,015

203,312
$ 16.90

November 30,
2011

2010

(In Thousands, Except Per Share Amounts)

$ 34,971,422
$ 4,608,926
$ 125,000
$ 310,534
$ 3,224,312

197,160
$ 16.35

$ 36,726,543
$ 3,778,681
$ 125,000
$ 315,885
$ 2,477,989

171,694
$ 14.43

December 31,

2009 2008
$28,121,023 $ 19,978,685
$ 2,729,117 $ 1,764,274
$ 125,000 $ 125,000
$ 318,047 $ 280,923
$ 2,298,140 $ 2,115,583

165,638 163,216
$ 13.87 $ 12.96

(1) See Analysis of Financial Condition and Capital Resources in Item 7 of this Annual Report on Form 10-K for further information
regarding our book value and stockholders equity.
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Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations.

This report contains or incorporates by reference forward looking statements within the meaning of the safe harbor provisions of Section 27A of
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward looking statements include statements about our
future and statements that are not historical facts. These forward looking statements are usually preceded by the words believe, intend, may, will
or similar expressions. Forward looking statements may contain expectations regarding revenues, earnings, operations and other results, and may
include statements of future performance, plans and objectives. Forward looking statements also include statements pertaining to our strategies

for future development of our business and products. Forward looking statements represent only our belief regarding future events, many of

which by their nature are inherently uncertain. It is possible that the actual results may differ, possibly materially, from the anticipated results
indicated in these forward-looking statements. Information regarding important factors that could cause actual results to differ, perhaps

materially, from those in our forward looking statements is contained in this report and other documents we file. You should read and interpret

any forward looking statement together with these documents, including the following:

the description of our business contained in this report under the caption Business ;

the risk factors contained in this report under the caption Risk Factors ;

the discussion of our analysis of financial condition and results of operations contained in this report under the caption Management s
Discussion and Analysis of Financial Condition and Results of Operations ;

the discussion of our risk management policies, procedures and methodologies contained in this report under the caption Risk
Management included within Management s Discussion and Analysis of Financial Condition and Results of Operations;

the notes to the consolidated financial statements contained in this report; and

cautionary statements we make in our public documents, reports and announcements.
Any forward looking statement speaks only as of the date on which that statement is made. We will not update any forward looking statement to
reflect events or circumstances that occur after the date on which the statement is made, except as required by applicable law.

Consolidated Results of Operations

On April 19, 2010, our Board of Directors approved a change to our fiscal year end from a calendar year basis to a fiscal year ending
November 30. As such, the current and most recent previous period represents the twelve months ended November 30, 2012 and 2011,
respectively, and has been reported on the basis of a fiscal year beginning as of December 1. Our prior period ended November 30, 2010
consisted of the eleven month transition period beginning January 1, 2010 through November 30, 2010.
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The following table provides an overview of our consolidated results of operations (in thousands, except per share amounts):

Eleven
Months
Year Ended Ended
November 30, November 30,
2012 2011 2010

Net revenues, less mandatorily redeemable preferred interests $ 2,955,901 $2,545,191 $ 2,177,334
Non-interest expenses 2,464,106 2,125,857 1,780,663
Earnings before income taxes 491,795 419,334 396,671
Income tax expense 168,646 132,966 156,404
Net earnings 323,149 286,368 240,267
Net earnings to noncontrolling interests 40,740 1,750 16,601
Net earnings to common shareholders 282,409 284,618 223,666
Earnings per diluted common share $ 1.22 $ 1.28 $ 1.09
Effective tax rate 34.3% 31.7% 39.4%

On November 12, 2012, we announced a definitive merger agreement with Leucadia National Corporation ( Leucadia ) (the Merger Agreement )
whereby Jefferies shareholders (other than Leucadia, which currently owns approximately 28.6% of Jefferies outstanding common shares) will
receive 0.81 of a share of Leucadia common stock for each share of Jefferies common stock they hold. The merger, which is expected to close
during the first quarter of 2013, is subject to customary closing conditions, including approval to effect the merger by both Leucadia and

Jefferies shareholders. Upon the closing of the merger, Richard Handler, current Chief Executive Officer and Chairman of Jefferies, will remain

in these positions and also become the Chief Executive Officer of Leucadia, as well as a Director of Leucadia. Brian Friedman, the Chairman of

the Executive Committee of Jefferies, will remain in this position and will also become Leucadia s President and one of Leucadia s Directors.
Upon the merger, Jefferies will continue to operate as a full-service global investment banking firm in its current form and will retain a credit

rating separate from Leucadia. We intend to remain an SEC reporting company, regularly filing annual, quarterly and periodic financial reports.

Executive Summary

2012 v. 2011 Net revenues, less mandatorily redeemable preferred interests, for the year ended November 30, 2012 increased $410.7 million, or
16%, to a record $2,955.9 million, as compared to the previous record of $2,545.2 million for the year ended November 30, 2011. During 2012,

we structured and invested in convertible preferred stock of Knight Capital, Inc. ( Knight Capital ). Net revenues for the year ended November 30,
2012 include a mark-to-market gain of $151.9 million on our share ownership in Knight Capital and an advisory fee of $20.0 million for services

in respect of the transaction. Net revenues for the year ended November 30, 2012 include within Other revenues a bargain purchase gain of $3.4
million on the acquisition of the corporate broking business of Hoare Govett from The Royal Bank of Scotland plc, a gain on debt

extinguishment of $9.9 million and a gain of $23.8 million on the sale of certain mortgage servicing right assets by our Fixed Income business.
Fixed income revenues for the year ended November 30, 2012 include a full twelve months of the Global Commodities Group business (also
referred to as Jefferies Bache ), compared to five months in 2011 as a result of the acquisition from Prudential Financial, Inc. ( Prudential ) on
July 1, 2011. The results for fiscal 2011 include a bargain purchase gain of $52.5 million arising on the acquisition of Jefferies Bache.

Non-interest expenses of $2,464.1 million for the year ended November 30, 2012, reflect a 16% increase over the 2011 comparable period. This
net increase is primarily attributable to higher compensation expense consistent with higher net revenues, the inclusion of costs from Jefferies
Bache for a longer period in fiscal 2012,
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and higher technology and communications, occupancy and professional services costs. partially offset by lower floor brokerage and clearing
fees on lower equities trading volume. Increased professional service costs are primarily associated with our announced merger with Leucadia
and efforts associated with Dodd-Frank compliance. Non-interest expenses for 2012 and 2011 include donations to Hurricane Sandy relief of
$4.1 million and $4.6 million to Japanese earthquake relief, respectively. Compensation costs as a percentage of Net revenues for the year ended
November 30, 2012 were 59.1%, as compared to 58.2% for the year ended November 30, 2011.

2011 v.2010 Netrevenues, less mandatorily redeemable preferred interests, for the twelve months ended November 30, 2011 increased 17% to
arecord $2,545.2 million as compared to $2,177.3 million for the eleven months ended November 30, 2010. The increase was primarily driven
by strong investment banking results, revenues associated with Jefferies Bache acquired on July 1, 2011 as well as the additional one month of
results included in 2011 versus 2010. The results for 2011 include within Other revenues a bargain purchase gain of $52.5 million arising on the
acquisition of Jefferies Bache and a gain on debt extinguishment of $21.1 million. Non-interest expenses of $2,125.9 million for the twelve
months ended November 30, 2011 reflect a 19% increase over the 2010 eleven month period primarily attributable to an additional one month s
costs in the fiscal year, as well as increased compensation and benefits costs, technology and communications expenses and business
development expenses. Compensation costs for the twelve month period ended November 30, 2011 were 58.2% of Net revenues as compared to
58.5% for the eleven month period ended November 30, 2010. Non-interest expenses for the twelve months ended November 30, 2011 and
eleven months ended November 30, 2010 include our $4.6 million charitable contribution for Japanese earthquake relief and our $6.8 million
donation to various Haiti earthquake charities, respectively.

Our effective tax rate was 34.3%, 31.7% and 39.4% for the years ended November 30, 2012 and 2011 and eleven months ended November 30,
2010, respectively. The increase in our effective tax rate to 34.3% as compared to the prior fiscal year was primarily attributable to the fact that
the 2011 effective tax rate was reduced by a bargain purchase gain of $52.5 million arising on the acquisition of the Global Commodities Group,
which was non-taxable. The effective tax rate for 2011 of 31.7% was down from 39.4% for fiscal 2010 primarily due to the non-taxable bargain
purchase gain of $52.5 million in 2011 and, to a lesser extent, a change in the mix of taxable profits by business and geographic region.

At November 30, 2012, we had 3,804 employees globally, as compared to 3,898 at November 30, 2011 and 3,084 at November 30, 2010. We
added an additional 51 employees with the acquisition of Hoare Govett in February 2012 and expanded our headcount during the 2012 third
quarter in our metal and energy futures business. These increases were offset by headcount reductions since the start of the fiscal year aimed at
better resource allocation and improved productivity. On July 1, 2011, we added approximately 400 employees as part of Jefferies Bache.

Our business, by its nature, does not produce predictable or necessarily recurring earnings. Our results in any given period can be materially
affected by conditions in global financial markets, economic conditions generally and our own activities and positions. For a further discussion
of the factors that may affect our future operating results, see Risk Factors in Part I, Item IA of this Annual Report on Form 10-K for the year
ended November 30, 2012.

Revenues by Source

The Capital Markets reportable segment includes our securities trading activities, and our investment banking and capital raising activities. The
Capital Markets reportable segment provides the sales, trading and origination and execution effort for various equity, fixed income,
commodities, foreign exchange and advisory services. The Capital Markets segment comprises many business units, with many interactions and
much integration among them. In addition, we separately discuss our Asset Management business.
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For presentation purposes, the remainder of Results of Operations is presented on a detailed product and expense basis, rather than on a business
segment basis. Net revenues presented for our equity and fixed income businesses include allocations of interest income and interest expense as

we assess the profitability of these businesses inclusive of the net interest revenue or expense associated with the respective sales and trading
activities, which is a function of the mix of each business s associated assets and liabilities and the related funding costs.

The composition of our net revenues has varied over time as financial markets and the scope of our operations have changed. The composition
of net revenues can also vary from period to period due to fluctuations in economic and market conditions, and our own performance. The
following provides a summary of Revenues by Source for the years ended November 30, 2012 and 2011 and eleven months ended
November 30, 2010 (amounts in thousands):

Eleven Months Ended
Year Ended November 30, November 30,
2012 2011 2010
% of % of % of
Net Net Net

Amount Revenues Amount Revenues Amount Revenues
Equities $ 642,360 21% $ 593,589 23% $ 556,772 25%
Fixed income 1,190,400 40 714,956 28 728,359 33
Total sales and trading 1,832,760 61 1,308,545 51 1,285,131 58
Other 13,175 73,615 3
Equity 193,797 7 187,288 7 126,363 6
Debt 455,790 15 384,921 15 347,471 16
Capital markets 649,587 22 572,209 22 473,834 22
Advisory 476,296 16 550,319 22 416,500 19
Total investment banking 1,125,883 38 1,122,528 44 890,334 41
Asset management fees and investment
income from managed funds:
Asset management fees 38,130 1 33,425 1 16,519 1
Investment (loss)/income from managed
funds (11,164) 10,700 266
Total 26,966 1 44,125 1 16,785 1
Net revenues 2,998,784 100% 2,548,813 100% 2,192,250 100%
Interest on mandatorily redeemable preferred
interests of consolidated subsidiaries 42,883 3,622 14,916
Net revenues, less mandatorily redeemable
preferred interests $2,955,901 $ 2,545,191 $2,177,334

Net Revenues

2012 v. 2011 Net revenues for the year ended November 30, 2012 were $2,998.8 million, an increase of $450.0 million, or 18%, as compared to
$2,548.8 million for the year ended November 30, 2011. Our 2012 results include twelve months of results of Jefferies Bache, compared to five
months in 2011, having been acquired from Prudential in July 2011. Our 2012 results also include Principal transaction revenues of $151.9
million from our investment in Knight Capital. Secondary trading volume was lower contributing to a decline in Equities revenue for 2012
(excluding mark-to-market gains from our ownership of Knight Capital) compared to
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the 2011 year. Fixed income revenue increased significantly in 2012 as compared to 2011 supported by investor demand for higher-yielding
assets translating into reasonably robust trading volumes. Total investment banking revenue of $1,125.9 million for the year ended

November 30, 2012 was comparable with 2011. Asset management fees increased for the year though were offset by write-downs on certain of
our investments in unconsolidated funds. Net revenues for 2012 include a bargain purchase gain of $3.4 million recognized in connection with
our acquisition of Hoare Govett in February 2012 and a gain on extinguishment of debt of $9.9 million related to transactions in our own debt by
our broker-dealer s market-making desk in December 2011 reported within Other revenues. This compares to a bargain purchase gain of $52.5
million recognized in connection with our Jefferies Bache acquisition and a gain on debt extinguishment of $21.1 million in 2011.

2011 v.2010 Net revenues, before interest on mandatorily redeemable preferred interests, for the twelve months ended November 30, 2011
were a record $2,548.8 million, an increase of 16% over the previous record of $2,192.3 million recorded during the eleven months ended
November 30, 2010. The increase was primarily due to an increase of 26% in investment banking revenue to a record $1,122.5 million for fiscal
2011 and a 7% increase in equities sales and trading revenue as well as the additional one month of results included in fiscal 2011 versus fiscal
2010. These increases were partially offset by a 2% decline in fixed income revenue compared with the prior fiscal period, partially offset by
added revenue from our Jefferies Bache businesses acquired during 2011. Net revenues for the twelve months ended November 30, 2011 also
include within Other revenue a bargain purchase gain of $52.5 million recognized in connection with our acquisition of the Global Commodities
Group and a gain on extinguishment of debt of $21.1 million related to transactions in our own debt by our broker-dealer s market-making desk
and the repurchase of $50.0 million of our senior notes due 2012.

Interest on mandatorily redeemable preferred interests of consolidated subsidiaries represents the allocation of earnings and losses from our
consolidated high yield business to third party noncontrolling interest holders invested in that business through mandatorily redeemable
preferred securities.

Equities Revenue

Equities revenue is comprised of equity commissions, principal transactions and net interest revenue relating to cash equities, electronic trading,
equity derivatives, convertible securities, prime brokerage, securities finance and alternative investment strategies. Equities revenue also

includes our share of the net earnings from our joint venture investments in Jefferies Finance, LLC ( Jefferies Finance ) and Jefferies LoanCore,
LLC ( LoanCore ), which are accounted for under the equity method.

2012 v. 2011 Total equities revenue was $642.4 million for the year ended November 30, 2012, as compared to $593.6 million for the
comparable prior year. Equities revenue includes a gain of $151.9 million recognized on our investment in Knight Capital recognized within
Principal transaction revenues. Exclusive of Knight Capital, equity revenues decreased 17%, compared with the year ended November 30, 2011.
Equities revenue is heavily driven by the overall level of trading activity of our clients.

While U.S. equity markets posted gains during the year with the S&P index up over 13%, investor caution was evidenced through declining
volumes. Average New York Stock Exchange and NASDAQ exchange volumes were down 26% and 14%, respectively, for the year ended
November 30, 2012 as compared to the year ended November 30, 2011, which contributed to reduced commissions for the respective periods.
Similarly, European equity revenues declined on lower overall volumes across the broader markets, compounded by fears over Eurozone
uncertainty. Partially offsetting these lower revenues was an increase in our Asian equity commissions as our client base increased. While
commission revenues were similarly disadvantaged by lower volumes, trading revenue from our equity derivatives business improved on a
change in our strategy regarding client activity when compared to the prior year.
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For the year ended November 30, 2012, equity trading revenues from block trading opportunities and performance from certain strategic
investments declined as compared to the comparable prior year period. Net earnings from our Jefferies Finance and LoanCore joint ventures for
the year ended November 30, 2012 were higher as compared to 2011, and include a full year of LoanCore s results.

2011 v.2010 Total equities revenue was $593.6 million and $556.8 million for the twelve months ended November 30, 2011 and eleven months
ended November 30, 2010, respectively, an increase of $36.8 million or 7%. Equity market conditions during the first half of 2011 were mainly
characterized by lower stock market volumes and a reduction in equity market volatility as compared with uneven equity prices and higher stock
market volumes for the six months ended May 31, 2010. While volumes picked up significantly in August 2011 with increased volatility,

investors concern over the U.S. economy, the Standard & Poor s downgrade of the U.S. long-term credit rating and the continued sovereign debt
crisis within the European region caused investors to be reluctant to take risk and transact in the remaining months of 2011. Further, client
transaction flows were reduced notably in November 2011 due to the attention focused on our firm following the bankruptcy of MF Global
Holdings, Ltd.

Declines in client stock volumes negatively impacted our U.S. cash equities trading revenue, while revenue from U.S. derivatives grew slightly.
International equities revenue benefited from the development of our Asia cash equities business, expansion of our Europe sales force and
improved international electronic product capabilities. Prime brokerage and securities finance revenues benefited from new clients and higher
balances, as well as transaction volumes with existing clients. A gain was also recognized related to our ownership of LME shares consistent
with recent sales of shares of the exchange. These increases in equities revenue were partially offset by reduced net revenues from our equity
joint ventures as increased interest expense was incurred in supporting these ventures. In November 2010, the Company entered into an
agreement to sell certain correspondent broker accounts and assign the related clearing arrangements. The purchase price was dependent on the
number and amount of client accounts that convert to the purchaser s platform. During fiscal 2011, proceeds amounted to $11.0 million were
received, of which revenues of $9.1 million was recognized and included within Other revenues on the Consolidated Statement of Earnings.
Equities revenue for the eleven months ended November 30, 2010 does not include any significant gain from transaction and revenue from our
correspondent clearing business.

Fixed Income Revenue

Fixed income revenue includes commissions, principal transactions and net interest revenue from investment grade corporate bonds, mortgage-
and asset-backed securities, government and agency securities, municipal bonds, emerging markets debt, high yield and distressed securities,
bank loans, foreign exchange and commodities trading activities.

2012 v. 2011 Fixed income revenue was $1,190.4 million for the year ended November 30, 2012, a $475.4 million or 66% increase compared to
revenue of $715.0 million for the year ended November 30, 2011. Fixed income revenue for the year ended November 30, 2012 includes a full
twelve months of revenue from Jefferies Bache as compared to five months in 2011 following the acquisition from Prudential in July 2011.

With the start of the European sovereign debt crisis in the second quarter of 2011 and slowing economic growth, U.S. and European market
conditions in 2011 were significantly more severe than those of 2012, as evidenced by the widening of credit spreads and thinning liquidity. In
contrast, in 2012, despite occasional investor concerns surrounding the European sovereign debt crisis and global economic growth, a Greek
default was avoided, and coordinated austerity measures taken by European governments and the European Central Bank proved successful in
allaying fears of a Eurozone breakup and disbanding of the Euro currency. In the U.S., Treasuries benefited from their perception of safety and a
third round of quantitative easing by the U.S. Federal
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Reserve and investors continued to seek higher yields in a low interest rate environment. Narrowing credit spreads and improved credit and
emerging market conditions contributed to strong performances and customer flow across a broad number of fixed income products.

Revenues from our leveraged finance sales and trading business for the year ended November 30, 2012 were significantly improved from 2011
as credit spreads tightened considerably as compared to the challenging market conditions during 2011 upon the European sovereign debt crisis.
Investor confidence returned in 2012 attracted to the yield on leveraged credit products. Additionally, certain of our high yield positions
generated significant gains. Similarly, mortgage revenues were significantly improved during 2012 as compared 2011, as the markets rallied on
tighter interest and mortgage index spreads. Municipal trading activities also benefited from spreads tightening over the period as well as
investors seeking higher yields in a low interest rate environment. Additionally, revenues from our investment grade corporates business were up
significantly in 2012 as compared to 2011 on improved credit market conditions, tightening spreads and stronger trading volumes. Revenue
increases across a large portion of our fixed income businesses for 2012 versus the 2011 year were partially offset by a decline in revenue for the
period in our Eurorates business, which had captured significant revenue in 2011 on the extreme volatility in the European markets upon the
start of the European crisis.

Jefteries Bache commodities futures and foreign exchange revenues increased significantly compared to the year ended November 30, 2011,
partially as a result of the inclusion of twelve months of results in 2012 compared to five months in 2011. Despite increased revenues,
counterparty activity, though improved, remained somewhat reduced from historical levels. In addition, in 2012 Jefferies Bache recognized
gains on its investment in shares of the London Metal Exchange and benefited from new client activity with the global metals desk introduced in
the latter part of 2012.

Fixed Income revenues for the year ended November 30, 2012 also include a gain on the sale of mortgage servicing rights assets. This is
compared to results for 2011, which include losses on certain U.S. dollar denominated interest rate swap futures contracts (fully closed out in
August 2011) cleared through International Derivative Clearing Group.

2011 v.2010 The first half of the 2011 fiscal year was characterized by reasonable customer flow, tighter bid-offer spreads, ample liquidity and
rising commodity prices. Beginning in the third quarter of 2011, concerns about European sovereign debt risk, the deteriorating global economy,
the uncertainty created by the U.S. deficit negotiations and continuing high unemployment in the U.S. led to challenging trading conditions.
Market volatility in certain fixed income sectors suppressed customer activity. Trading conditions were particularly difficult in August 2011.
While the fixed income markets improved slightly in the fourth quarter of 2011, our customer volumes were negatively impacted during
November 2011 due to external stresses concentrated on our business following the bankruptcy of MF Global Holdings Ltd. Customer volumes
have since returned to more normal levels.

Fixed income revenue was $715.0 million for the twelve months ended November 30, 2011, a decrease of 2%, compared to $728.4 million for
the eleven months ended November 30, 2010. The decrease in fixed income revenue for fiscal 2011 as compared to 2010 is primarily attributed
to declines in corporate, mortgage-backed security, high yield and emerging market revenues. The drop in prices in the second half of 2011 led
to significant mark downs in high yield and corporate bonds and mortgage-backed securities. In addition, a flight to quality beginning in the
third quarter of 2011 led to U.S. Treasury yields trading at the lowest levels on record, resulting in losses on short treasury positions used as
inventory hedges in our corporates and mortgage-backed securities businesses. The results for 2011 also include losses on certain U.S. dollar
denominated interest rate swap futures contracts (which fully closed out in August 2011) cleared through International Derivatives Clearing
Group.

The decrease in fixed income revenue from thes