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PART |
Iltem 1. Business.

T. Rowe Price Group is a financial services holdingnpany that derives its consolidated revenuesiahthcome primarily from investment
advisory services that its subsidiaries providmtlividual and institutional investors in the sporesi T. Rowe Price mutual funds and other
investment portfolios. Our investment advisory rawes depend largely on the total value and comiposiff assets under our management.
Accordingly, fluctuations in financial markets aimdthe composition of assets under management intpeicevenues and results of
operations.

We operate our investment advisory business througisubsidiary companies, primarily T. Rowe PAssociates, T. Rowe Price
International, and T. Rowe Price Global Investmgevices. The late Thomas Rowe Price, Jr., begaadwisory business in 1937, and the
common stock of T. Rowe Price Associates was diffgred to the public in 1986. The T. Rowe Pric@@r corporate holding company
structure was established in late 2000.

Total assets under our management increased $ili§8 bver the course of 2006 and ended the yeanall-time record of $334.7 billion,
including more than $230 billion held in retiremectounts and variable annuity investment portfolssets under our management at the
end of 2006 included $267.0 billion of equity ardrued asset portfolios and $67.7 billion of fixedome portfolios. The five largest Price
funds at December 31, 2006 — Equity Income, GraBttitk, Mid-Cap Growth, Blue Chip Growth and Cap#glpreciation —accounted fo
23% of assets under management at that time ancb22806 investment advisory revenues.

Our assets under management are accumulated fdiveraified client base that is accessed acrossamary distribution methods. Our
assets under management are sourced approximét8§9% from each of the following: third-party fingal intermediaries that distribute our
managed investment portfolios in the U.S. and otbentries, individual U.S. investors on a direasis, U.S. defined contribution retirement
plans, and institutional investors in the U.S. atlter countries. Our largest client account retetiop, excluding the T. Rowe Price funds,
accounted for nearly 4% of our investment advigemenues in 2006. Our international clients accéain?% of our total assets under
management at December 31, 2006.

We manage a broad range of U.S. domestic and aiterral stock, bond, and money market mutual fuartbother investment portfolios that
are designed to meet the varied and changing reeetebjectives of individual and institutional isters. For example, mutual fund
shareholders can exchange balances among mutus &srnpermitted when economic and market condigodstheir investment needs
change.

From time to time, we introduce new funds and otheestment portfolios to complement and expandimuestment offerings, respond to
competitive developments in the financial marketplaand meet the changing needs of our investnaisigay clients. We will open a new
mutual fund if we believe that its objective wik luseful for investors over a long period.

Conversely, we may also limit new investments mtoutual fund in order to maintain the integritytioé fund’s investment strategy and to
protect the interests of its existing sharehold&tgresent, the following funds are closed to rievestors.

Fund Date Close(

Smal-Cap Value May 24, 200z
Mid-Cap Growtt December 8, 200
Institutional Mic-Cap Equity Growtt December 8, 200
High Yield February 20, 200
Institutional High Yield February 20, 200
Smal-Cap Stock February 20, 200
Institutional Sma-Cap Stocl February 20, 200
Mid-Cap Value February 25, 200

These funds continue to attract cash inflows framsting fund shareholders and direct rollovers f@tirement plans into new IRA accounts
that we offer.

Investment objectives for our managed investmertf@ms, including the Price funds, accommodatedety of strategies. Investors select
from among the mutual funds based on the distibjeative that is described in each fund’s prospediwvestment management of other
client portfolios includes approaches similar tosth employed in the Price funds, as well as otiateglies undertaken on behalf of certain
institutional clients. Equity investment strategieay emphasize large-cap, mid-cap or small-capstitvg; growth, value or core investing;
and U.S., global, or international investing. Weoabffer systematic, tax-efficient, and blendedigguvestment strategies as well as active,
systematic and municipal tax-free management giiegdor fixed income investments. Our specialiaddisory services include management
of stable value investment contracts and a digiohunmanagement service for the disposition of gogecurities received from third-party
venture capital investment pools.
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We employ fundamental and quantitative securityeses in the performance of the investment advisangtion. We maintain substantial
internal equity and fixed income investment resea@apabilities. We perform original industry andngany research using such sources as
inspection of corporate activities, managemeniies, company-published financial and other infation, financial newspapers and
magazines, corporate rating services, and fieldicheith suppliers and competitors in the samestiguand particular business sector. Our
research staff operates primarily from offices tedan the United States and Great Britain withitioigial staff resident in Argentina, Hong
Kong, Japan, and Singapore. We also use researctied by brokerage firms in a supportive capaaityl information received from private
economists, political observers, commentators, gouent experts, and market and security analysisstock selection process for some
investment portfolios is based on quantitative w8 using computerized data modeling.

We also provide certain administrative servicearasllary services to our investment advisory dbeffhese administrative services are
provided by several of our subsidiary companied,ianlude mutual fund transfer agent, accountimgl, shareholder services; participant
recordkeeping and transfer agent services for défgontribution retirement plans investing in oporssored mutual funds; discount
brokerage; and trust services.

About 90% of our administrative revenues in 2008endetermined based on the recovery of expensag@ttto provide the related services.
Administrative revenues, therefore, do not sigaifitty affect our net income.

Information concerning our revenues, results ofragiens, total assets, and investment assets wutdeénanagement during the past three
years is contained in our consolidated financialeshents and in note 2 thereto, which are botluded in Item 8 of this Form -K.

2006 DEVELOPMENTS.

An unsettled environment surrounded the equity eiarin the United States during the first seventimoof 2006. The positive sentiment
evoked by early January indications from the FddReserve that its series of tightening moves W@siag and nearing an end was soon
tempered, as the Fed again raised its target strontrate .25% at the end of January. It then adliee more successive increases of .25% st
that the target short-term rate was 5.25% at JOn8yBthe end of July, the equity markets wergaliting year-to-date losses. The trend
reversed in early August when the Federal Resdasomutinued its series of interest rate increabaken together with declines in energy
costs and increasing optimism about the U.S. ecgnamtock market rally ensued, continuing throtighfourth quarter and into early 2007.
The Dow Jones Industrial Average was the biggesegan 2006, as it passed its January 2000 préweharash record in October, and closed
the year up 16.3%. Other key indexes also postedgtesults for 2006 as the S&P 500 gained 13.68dlae NASDAQ was up 9.5%.

The overall positive market environment in the EdiStates was also present around the world in,2@@6the Latin America region postil
the strongest equity market performance. On a lenoaasis, the MSCI EAFE (Europe, Australasia andHest) Index rose 23.5% during the
year.

The yield for 10-year U.S. Treasuries was 4.7%etddnber 31, 2006, up from nearly 4.4% at the efatte year, but down from the high of
more than 5.2% in June. The yield curve was indeateyear-end 2006 with the six-month and two-yeaturities yielding 38 and 11 basis
points more, respectively, than the 10-year TréasulThe Federal Reserve target short-term rafe286 has remained unchanged since
June 2006.

In this financial environment, total assets undermanagement ended 2006 at a record $334.7 hillpr24% or $65.2 billion during the
year. Our strong relative investment performanaklaand awareness contributed significantly to $tees entrusting a net of $27.8 billion
our management in 2006. Net inflows include $.8dmlfrom the merger of two fund groups into theRlawe Price funds and the acquisition
of $.1 billion of separate account assets. Higharket valuations and income added $37.4 billioaupassets under management in 2006.

Our series of target-date Retirement Funds, whiokiige fund shareholders with single, diversifiedtfolios that invest in underlying

T. Rowe Price funds and automatically adjust fusseaallocations as investors age, continue théedurce of a significant part of our
mutual fund asset growth. Mutual fund net inflom2D06 include $6.6 billion that originated in fRetirement Funds. Total assets in the
Retirement Funds reached $17.3 billion at DecerBheR006, an increase of $8.9 billion from the eh@005.

The firm’s investment advisory results relativeotor peers remain strong, with 80% of the T. RowedPiunds across their share classes
surpassing their comparable Lipper averages otahrturn basis for the five-year period endedddelger 31, 2006, and at least 70%
outperforming the average for the one-, three-, Hihglear periods. In addition, 78 of the T. Rowie®stock and bond funds across their
share classes, which account for more than 77%ook &nd bond fund assets under management, ef@&dwdth an overall rating of four or
five stars from Morningstar. These four and fivarsated investments represent 66% of our ratedsfand share classes, compared with
32.5% for the overall industry.

Assets under our management at December 31, 20)6de $206.5 billion in the T. Rowe Price mutualds distributed in the United States
and $128.2 hillion in the other investment portslthat we manage, including separately managesliats; sub-advised funds, and other
sponsored investment funds offered to investorsideithe U.S. and through variable annuity lifaunasice plans.
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PRICE FUNDS. We provide investment advisory, disttion and other administrative services to thedPfunds under various agreements.
Investment advisory services are provided to eantl finder individual investment management agretsribat grant the fund the right to |
the T. Rowe Price name. The boards of the respefitivds, including a majority of directors who ar interested persons of the funds or of
T. Rowe Price Group (as defined in the Investmearh@any Act of 1940, as amended), must approventrestment management agreements
annually. Fund shareholders must approve matdvaiges to these investment management agreemantsafreement automatically
terminates in the event of its assignment (as ddfin the Investment Company Act) and, generaitiiee party may terminate the agreement
without penalty after a 6@ay notice. The termination of one or more of thegeements could have a material adverse effeatioresults o
operations.

Advisory Serviceslnvestment advisory revenues are based upon therddiassets managed in each fund. Additionalmess are earned for
advisory-related administrative services as disdig®low. Independent directors and trustees dPtloe funds regularly review our fee
structures.

The advisory fee paid by each of the Price fundegaly is computed each day by multiplying a fusdét assets by a specific fee. For the
majority of the Price funds, the fee is equal ® $kam of a group charge that is set based on thbined net assets of those funds and an
individual fund charge that is set based on thel'gispecific investment objective. The 2006 feesatetermined in this manner varied from a
low of 31 basis points for the U.S. Treasury MoRemd to a high of 106 basis points for the Emerditagkets Stock, Emerging Europe &
Mediterranean, International Discovery, and Latmekica funds. To the extent that the combined sstta of the funds increase, the group
charge component of the fee and each overall feadlécreases. Details of each fund’s fee arrangeaameavailable in its prospectus.

Each of the Price funds has a distinct investmbjgative that has been developed as part of oatesly to provide a broad, comprehensive
selection of investing opportunities. The Investiass of all Price funds can be purchased in theedistates on a no-load basis, without a
sales commission or 12b-1 fee. No-load mutual fsimates offer investors a low-cost and relativelyeaethod of directly investing in a
variety of stock and bond portfolios.

Certain of the T. Rowe Price mutual funds alsorodie Advisor and/or R class of shares that areilliged to mutual fund shareholders and
defined contribution retirement plans, respectivéityough third-party financial intermediaries. Sheshare classes incur 12b-1 fees of 25 and
50 basis points, respectively, for distributionméwistration, and personal services. Our subsidiirnRowe Price Investment Services, is the
principal distributor of the T. Rowe Price mutuahfls and enters into agreements with each inteemed?ayment of 12b-1 fees is made by
each fund directly to the applicable intermediaries

In accounting for 12b-1 fees, the applicable mutuatl share classes incur the related expense andaggnize the corresponding
administrative revenue in our consolidated statérobimcome. We also recognize, as part of our motiperating expenses in the consolidated
statement of income, the corresponding paymeriasfe fees from each fund to the third-party finalnotermediaries. The revenue that we
recognize from the funds and the expense that eagréze for the fees paid to third party intermedmare equal in amount and, therefore
not impact our net operating income.

We believe that our lower fund cost structure,riistion methods, and fund shareholder and admatise services help promote the stabi
of our fund assets under management through meykéss.

Each Price fund typically bears all expenses aasatiwith its operation and the issuance and retiemof its securities. In particular, each
fund pays investment advisory fees; shareholdeigeg fees and expenses; fund accounting feesapenses; transfer agent fees; custodian
fees and expenses; legal and auditing fees; expefgeeparing, printing and mailing prospectuses shareholder reports to existing
shareholders; registration fees and expenses; acyannual meeting expenses; and independergdrastirector fees and expenses.

Several of the Price funds have different fee ayeaments. The Equity Market Index funds and the Sitrfumds each have single, all-
inclusive fees covering all investment managemedtaperating expenses. Each of the funds in thet&me series and the Retirement date
series of mutual funds invest in a broadly divéesifportfolio of other Price funds and have no safgeinvestment advisory fee. However,
they indirectly bear the expenses of the fundshicivthey invest. Mutual funds for institutionali@stors each have separate advisory fee
arrangements.

We usually provide that a newly organized fund’penses will not exceed a specified percentages ofeit assets during an initial operating
period. Generally, during the earlier portion o theriod, we will waive advisory fees and absoteomutual fund expenses in excess of the
self-imposed limits. During the latter portion bktperiod, we may recover some or all of the wafeed and absorbed costs.

Except as noted above for 12ifees, we bear all advertising and promotion egpsmssociated with our distribution of the Prigedf. Thes
costs are recognized currently, and include adsiagiand direct mail communications to potentiadshareholders as well as substantial
staff and communications capabilities to responighitestor inquiries. Marketing and promotional eféoare focused in the print media,
television, and the Internet. In addition, we diregnsiderable marketing efforts to defined conitiin plans that invest in mutual funds.
Advertising and promotion expenditures vary overgibased on investor interest, market conditioew, investment offerings, and the
development and expansion of new marketing initéstj including enhancements to our web site.

Administrative Servicedle provide advisory-related administrative servimethe Price funds through our subsidiaries. Tw&®rice
Services provides mutual fund transfer agency aadeholder services, including maintenance of stadflities, and technology and other
equipment to respond to inquiries from fund shalddrs. T. Rowe Price Associates provides mutuad faccounting services, including
maintenance of financial records, preparationmdiicial statements and reports, daily valuatiopooffolio securities and computation of
daily net asset values per share. T. Rowe PriciedRednt Plan Services provides participant accognilan administration and transfer a¢
services for defined contribution retirement pléme invest in the Price funds. Plan sponsors anmticipants compensate us for some sen
while the Price funds compensate us for maintaiaimg) administering the individual participant aaatsufor those plans that invest in the
funds.







Our trustee services are provided by another siavgjdl. Rowe Price Trust Company. Through this \Wemd-chartered limited-service trust
company, we offer common trust funds for investrmmngualified retirement plans and serve as trufsteeetirement plans and IRAs.

T. Rowe Price Trust Company may not accept depaniiscannot make personal or commercial loans.encubsidiary, T. Rowe Price
Savings Bank, issues federally insured certificatedeposit.

We also provide advisory planning services to fehdreholders and potential investors through obsidiary T. Rowe Price Advisory
Services. These services are limited in scope ragidde three retirement planning services (savimgdtirement, transitioning into retireme
and income in retirement), each with an investnpentfolio evaluation service. An ongoing checkup/gm is also available to assist
investors in remaining on track to achieve theiaficial goals.

Fund AssetsAt December 31, 2006, assets under our manageméme Price funds aggregated $206.5 billion, areiase of 21% or

$36.3 billion from the beginning of the year. Tiodldwing table presents the net assets (in billj@four largest funds (net assets in excess of
$.5 billion) and the year each fund was starte& $phectrum and Retirement series of funds aragietllin the table because their assets are
included in the underlying funds.

2005 2006
Stock and blended asset fun

Growth Stock (1950 $ 12t $ 19.1
New Horizons (1960 6.5 7.C
New Era (1969 3.8 4.4
International Stock (198( 5.8 6.9
Growth & Income (1982 1.7 1.7
Equity Income (1985 20.4 23.t
New America Growth (198t .9 .8
Capital Appreciation (198¢ 7.4 9.4
Science & Technology (198 3.7 3.2
International Discovery (198t 155 2.3
Smal-Cap Value (1988 5.3 6.1
Equity Index 500 (199C 5.8 7.8
European Stock (1991 .8 1.C
New Asia (1990 1.4 2.2
Balanced (1991 2.4 2.8
Japan (1991 5 5
Dividend Growth (1992 .8 9
Mid-Cap Growth (1992 15.€ 15.5
Smal-Cap Stock (1992 7.4 7.7
Blue Chip Growth (1993 8.7 9.7
Latin America (1993 1.1 2.2
Media & Telecommunications (199 ilC 1.5
Personal Strategy Balanced (19 1.2 1.3
Personal Strategy Growth (19¢ 9 1.1
Personal Strategy Income (19¢ 5 .6
Value (1994, 3.€ 6.4
Emerging Markets Stock (199 1.t 2.€
Health Sciences (199 1.5 1.7
Mid-Cap Value (1996 6.1 7.5
Real Estate (199’ aL{e 2.4
International Growth & Income (199 1.3 2.5
Emerging Europe & Mediterranean (20( 1.1 1.€
Institutional Larg-Cap Growth (2001 2 5
Other funds 315 4.3

137.7 168.




2005 2006
Bond and money market func

New Income (1973 3.5 4.7
Prime Reserve (197! 4.9 5.4
Tax-Free Income (197¢ 1.8 1.8
Tax-Exempt Money (1981 ilC .8
U.S. Treasury Money (198: .9 1.C
Tax-Free Sho-Intermediate (1983 5 5
High Yield (1984) 4.1 4.8
Shor-Term Bond (1984 1.3 1.4
GNMA (1985) 1.2 1.3
Tax-Free High Yield (1985 1.4 1.€
International Bond (198¢ 1.7 2.2
Maryland Tax-Free Bond (1987 1.3 1.4
Virginia Tax-Free Bond (1991 5 5
Summit Cash Reserves (19¢ 4.C 4.9
Summit Municipal Intermediate (199 2 .6
Emerging Markets Bond (199 5 .6
Shor-Term Income (200€ — 7
Other funds 3.7 3.7
32.5 38.C

$ 170.2 $ 206.t

We invest in many of the T. Rowe Price funds thfoogr operating subsidiaries and our investmeniimgp company subsidiary, TRP
Finance.

OTHER INVESTMENT PORTFOLIOS. We managed $128.4dnillat December 31, 2006, in other client investnpentfolios, up

$28.9 billion from the beginning of the year. Wevyide investment advisory services to these climtsugh our subsidiaries on a separately
managed or sub-advised account basis and througisered investment portfolios generally organizgdi® such as common trust funds,
Luxembourg-based mutual funds, and variable antiféynsurance plans. At December 31, these pliofancluded the following

investment assets:

2005 2006

U.S. stocks $ 614 $ 804
International stock 9.2 18.1
Stable value asse 12.C 12.€
Other bonds and money market securi 16.7 17.1
$ 99.c $ 128.C

Our fees for managing these investment portfoliescamputed using the value of assets under ouaggment. In 2006, nearly 60% of these
advisory fees were recognized based on daily vialust The balance of these managed investmenifiogtfare generally billed quarterly.
End of billing period valuations generated abo3& the 2006 advisory fees from other managed@as while beginning of billing

period values were the basis for about 5% of tfese

We charge fees for investment management baseahwmmng other things, the specific investment sesviodbe provided. Our standard form
of investment advisory agreement for client accopmbvides that the agreement may be terminatadyatime and that any unearned fees
paid in advance will be refunded.

REGULATION. T. Rowe Price Associates, T. Rowe Ptiteernational, T. Rowe Price Global Investment®es, T. Rowe Price Global
Asset Management, T. Rowe Price (Canada), and WeRRyice Advisory Services are registered withSB€ as investment advisers under
the Investment Advisers Act of 1940. T. Rowe Pf&tebal Investment Services, T. Rowe Price Globaed$Management, and T. Rowe P
International are regulated by the Financial Sewi&uthority (FSA) in Great Britain and, in certaiases, by other foreign regulators. Our
transfer agent services subsidiaries are registerddr the Securities Exchange Act of 1934, androgt company is regulated by the Stat
Maryland, Commissioner of Financial RegulationRbwe Price Savings Bank is regulated by the Offic€hrift Supervision, U.S.
Department of the Treasury. T. Rowe Price (Canedalso registered with the Ontario, British Coluenand Manitoba securities
commissions.

T. Rowe Price Investment Services is a registereldr-dealer and member of the National Associatio8ecurities Dealers and the
Securities Investor Protection Corporation. We mtewdiscount brokerage services through this sidogighrimarily to complement the other
services provided to shareholders of the PriceduRérshing, a third-party clearing broker andiafé of the Bank of New York, maintains
our discount brokerage’s customer accounts andscibtheir transactions.

All aspects of our business are subject to exterfgigleral and state laws and regulations. Thess dam regulations are primarily intended to
benefit or protect our clients and the Price furskgireholders. They generally grant supervisoryeige and bodies broad administrative
powers, including the power to limit or restricetbonduct of our business in the event that wadatbmply with laws and regulations.
Possible sanctions that may be imposed on us iavbet that we fail to comply include the suspemsibindividual employees, limitations
engaging in certain business activities for spedifieriods of time, revocation of our investmentisel and other registrations, censures,



fines.

Certain of our subsidiaries are subject to nettahpquirements including those of various fedestdte, and foreign regulatory agencies. Our
subsidiaries’ net capital, as defined, meets oeeds all minimum requirements.
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COMPETITION. As a member of the financial servigedustry, we are subject to substantial competitioall aspects of our business. A
significant number of proprietary and other spossowtual funds are sold to the public by otheristinent management firms, broker-
dealers, mutual fund companies, banks and insursoro@anies. We compete with brokerage and invegthaking firms, insurance
companies, banks, and other financial institutionsll aspects of our business and in every counteyhich we offer our advisory services.
Many of these financial institutions have substdhtigreater resources than we do. We competeatfitér providers of investment
management services primarily based on the avhilabnd objectives of the investment portfoliodevéd, investment performance, and the
scope and quality of our services.

We believe that competition within the investmemtmagement industry will increase as a result ofaobtiation and acquisition activity. In
order to maintain and enhance our competitive positve may review acquisition and venture oppdties and, if appropriate, engage in
discussions or negotiations that could lead to isttgpns or new financial relationships.

EMPLOYEES. At December 31, 2006, we employed 4 &Xociates, up 5.3% from the end of 2005. We mdyadditional temporary and
part-time personnel to our staff from time to titbemeet periodic and special project demands, pifyrfar technology and mutual fund
administrative services.

SEC FILINGS. We make available free of charge tgtoaur Internet web site our annual report on Fb@aK, quarterly reports on

Form 10-Q, current reports on Form 8-K, and anyradmeents to those reports filed or furnished purst@Bection 13(a) of the Exchange
Act as soon as reasonably practicable after wereldcally file such material with, or furnish it tthe Securities and Exchange Commission.
To obtain any of this information, access our In&home page at www.troweprice.coselect: Company Info or Company Info & Press;
and then select: Financial Information.

Iltem 1A. Risk Factors.

An investment in our common stock involves variagks, including those mentioned below and thos¢ dine discussed from time-to-time in
our other periodic filings with the SEC. Investstould carefully consider these risks, along whi dther information contained in this
report, before making an investment decision raggrdur common stock. There may be additional riskshich we are currently unaware,
or which we currently consider immaterial. All dietse risks could have a material adverse effeouofinancial condition, results of
operations, and value of our common stock.

RISKS RELATING TO OUR BUSINESS AND THE FINANCIAL SEVICES INDUSTRY

Our revenues are based on the market value andosiiop of the assets under our management, athafh are subject to fluctuation caus
by factors outside of our control.

We derive our revenues primarily from investmentisairy services provided by our subsidiaries taviatlial and institutional investors in t
T. Rowe Price mutual funds and other investmentf@ors. Our investment advisory fees typically asdculated as a percentage of the
market value of the assets under our managemengeherally earn higher fees on assets investedriequity funds and equity investment
portfolios than we earn on assets invested iniggadfincome funds and portfolios. Among equity istveents, there is a significant variation
in fees earned from index-based investments dbthend and emerging markets funds and portfolidkehigh end. Fees also vary across
the fixed income funds and portfolios, though rowédely as equity investments, with money marleeusities at the low end and non-U.S.
bonds at the high end. As a result, our revenuesggpendent on the value and composition of thetassder our management, all of which
are subject to substantial fluctuation due to nfaeyors, including:

* Investor Mobility. Our investors generally may wdtlw their funds at any time, on very short notiod without any significant penalty.

» General Market Declines. A general downturn in lstocbond prices would cause the value of assateruour management to decrease,
may also cause investors to withdraw their investsiyghereby further decreasing the level of assader our management.

* Investment Performance. If the investment perforreast our managed portfolios is less than thatuwfommpetitors or applicable third-
party benchmarks, we could lose existing and piateciistomers and suffer a decrease in assets umatggement. Institutional investors in
particular consider changing investment advisosetlaipon poor relative investment performancevlddal investors in contrast are more
likely to react to poor absolute investment perfance.

* Global Economies. National and international pcditiand economic events may cause financial maedaines that lower the value of
assets under our management, and may cause irsvesteithdraw funds.

* Investing Trends. Changes in investing trends amgarticular, retirement savings trends may redotaest in our funds and portfolios and
may alter our mix of assets.

* Interest Rate Changes. Investor interest in andaheation of our fixed income investment funds aodtfolios are affected by changes in
interest rates.

» Tax Regulation Changes. Changes in the statuxafdferred retirement plan investments andftag-municipal bonds, the capital gains
corporate dividend tax rates, and other indivichral corporate tax rates and regulations could adiyeaffect investor behavior and may
cause investors to view certain investment offerilegs favorably and withdraw their investment &ssbereby decreasing the level of assets
under our management.

A decrease in the value of assets under our maregenr adverse change in their composition, cbakk a material adverse effect on our
investment advisory fees and revenues. For anpgériwhich revenues decline, net income and ojpgratargins will likely decline by a
greater proportion because certain expenses wilkbd over that finite perioc






A significant majority of our revenues are basedontracts with the Price funds that are subjet¢timination without cause and on short
notice.

We provide investment advisory, distribution andestadministrative services to the Price funds undeous agreements. Investment
advisory services are provided to each Price furdkuindividual investment management agreemeiis bbard of each Price fund must
annually approve the terms of the investment mamagéand service agreements and can terminategtheraent upon 60-day notice. If a
Price fund seeks to lower the fees that we recaierminate its contract with us, we would expecea decline in fees earned from the Price
funds, which could have a material adverse effaacar revenues and net income.

We operate in an intensely competitive industryiclttould cause a loss of customers and their agbetreby reducing our assets under
management and our revenues and net income.

We are subject to competition in all aspects oftmsiness from:

 asset management firms,

» mutual fund companies,

« commercial banks and thrift institutions,

e insurance companies,

* hedge funds,

 exchange traded funds,

* brokerage and investment banking firms, and

» other financial institutions including multinatidrfams and subsidiaries of diversified conglomesat

Many of these financial institutions have substdhtigreater resources than we do and may offepader range of products or operate in
more markets. Some operate in a different reguylaovironment than we do which may give them certampetitive advantages in the
investment products and portfolio structures thaytoffer. We compete with other providers of inwesnt advisory services primarily based
on the availability and objectives of the investingortfolios offered, our investment performanagq ¢éhe scope and quality of our investr
advice and other client services. Some institutitenge proprietary products and distribution chasitteht make it more difficult for us to
compete with them. We believe that competition imithe investment management industry will incre@sea result of consolidation and
acquisition activity and because new competitoce f@w barriers to entry. Most of our investmenttfatios are available without sales or
redemption fees, which means that investors maydre willing to transfer assets to competing funds.

If current or potential clients decide to use ohewr competitors, we could face a significant decin market share, assets under
management, revenues, and net income. If we atgreeito lower our fees in order to remain competjtour net income could be
significantly reduced because some of our expesseBxed, especially over shorter periods of tiang] others may not decrease in
proportion to the decrease in revenues.

Our success depends on our key personnel andnauncial performance could be negatively affectethieyioss of their services.

Our success depends on our highly skilled persoimeiliding our portfolio and fund managers, invesit analysts, management and client
relationship personnel, and corporate officers, yraifrwhom have specialized expertise and exterestperience in our industry. Financial
services professionals are in high demand, andhee gignificant competition for qualified employe@sir key employees do not have
employment contracts, and generally can termirraie employment with us at any time. We cannot @sthat we will be able to retain or
replace key personnel. In order to retain or replaar key personnel, we may be required to increasgensation, which would decrease net
income. The loss of key personnel could damageeputation and make it more difficult to retain atttact new employees and investors.
Losses of assets from our client investors wouldtekse our revenues and net income, possibly rakyeri

Certain of the Price funds and other investmentfplaos are vulnerable to markspecific risks that could adversely affect investine
performance, our reputation and our revenues.

Several of the Price funds and investment portéplgarticularly the emerging market and non-U.8e@tments, are subject to political and
economic instability, exchange-rate fluctuatiotigjuid and highly volatile markets, and other sskat could materially decrease the
investment returns available in foreign marketsigyificant decrease in the investment return oasset value of any Price fund or
investment portfolio could harm our reputation @adse a decrease in assets under managementjngdita client asset withdrawals. The
result could be a material decline in our reverarasnet income.

Our operations are complex and a failure to perfoperational tasks or the misrepresentation ofyxtsdand services could have an adverse
effect on our reputation and subject us to regwadanctions, fines, penalties, and litigation.
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Operating risks include:

« failure to properly perform fund or portfolio reciieeping responsibilities, including portfolio aooting, security pricing, corporate actic
investment restrictions compliance, daily net agakie computations, account reconciliations, neglidistributions to fund shareholders to
comply with tax regulations;

« failure to properly perform transfer agent and ipgrant recordkeeping responsibilities, includingnisaction processing, tax reporting and
record retention; and failure to identify excesdiaaling in mutual funds by our customers or plartipipants;

« sales and marketing risks, including the intenti@mainintentional misrepresentation of productd aervices in advertising materials, pu
relations information, or other external commuritag, and failure to properly calculate and presmrgstment performance data accurately
and in accordance with established guidelines agdlations.

Any damage to our reputation could harm our busiresl lead to a loss of revenues and net income.

We have spent many years developing our reputé&tioimtegrity, strong investment performance, angesior client services. Our brand is a
valuable intangible asset, but it is vulnerabla tariety of threats that can be difficult or impide to control, and costly or even impossible
to remediate. Regulatory inquiries and rumors eanish or substantially damage our reputation, évérey are satisfactorily addressed. Any
damage to our brand could impede our ability taaattand retain customers and key personnel, ahttesthe amount of assets under our
management, any of which could have a materialradveffect on our revenues and net income.

Our expenses are subject to significant fluctuatitat could materially decrease net income.

Our operating results are dependent on the levelipéxpenses, which can vary significantly for pnegasons, including:

* changes in the level of our advertising expensedding the costs of expanding investment adviseryices to investors outside of the
United States and further penetrating U.S. distidouchannels,

« variations in the level of total compensation exgeedue to, among other things, bonuses, stockrogtamts, stock awards, changes in
employee benefit costs due to regulatory or plaigiechanges, changes in our employee count andamikcompetitive factors,

« a future impairment of the goodwill that is recamgd in our balance sheet,
 material fluctuation in foreign currency exchangtes applicable to the costs of our operationsamhro

* expenses and capital costs incurred to enhancadministrative and operating services infrastruegtauch as technology assets,
depreciation, amortization, and research and dpustat,

* unanticipated costs incurred to protect investaoants and client goodwill, and
« disruptions of third-party services such as commations, power, and mutual fund transfer agentaamedunting systems.

Under our agreements with our mutual funds, wegdaur mutual funds certain administrative feesratated expenses based upon
contracted terms. If we fail to accurately estim@aie underlying expense levels or otherwise araired to incur expenses relating to the
mutual funds that are not paid by the funds, owrafing results will be adversely affected.

We have contracted with thiqghrty financial intermediaries that distribute guwrestment portfolios, and such relationships metyte
available or profitable to us in the future.

About 30% of our assets under management are sbfraa third-party financial intermediaries thasulibute our managed investment
portfolios in the U.S. and abroad. These intermégiagenerally offer their clients various investinproducts in addition to, and in
competition with, our investment offerings, and &éawo contractual obligation to encourage investrimentir portfolios. It would be difficult
for us to acquire or retain the management of tlagsets without the assistance of the intermediaaied we cannot assure that we will be
able to maintain an adequate number of succesistulbdition relationships. In addition, some imgastrely on third party financial planners,
registered investment advisers, and other congdsltarfinancial professionals to advise them onctingice of investment adviser and
investment portfolio. These professionals and clbasts can favor a competing investment portfoidatter meeting their particular client’s
needs. We cannot assure that our investment offerirll be among their recommended choices in tieré. Further, their recommendations
can change over time and we could lose their recema@tion and the related client assets under mar&ageMergers, acquisitions, and ot
ownership or management changes could also adyéngghct our relationships with these third partiermediaries. The presence of any of
the adverse conditions discussed above would redwemues and net income, possibly by material awsou

Natural disasters and other unpredictable eventkl@versely affect our operatiol

Armed conflict, terrorist attacks, power failurasd natural disasters could adversely affect otemees, expenses and net income by:

» decreasing investment returns on our portfolios,

» causing disruptions in national or global econontfiet decrease investor confidence and make inesgtproducts generally less attractive,
« inflicting losses in human capital,

« interrupting our business operations,

« triggering technology delays or failures, and

* requiring substantial capital expenditures and &gy expenses to remediate damage, replace iesilénd restore operatiol






We have developed various backup systems and gemtity plans but we cannot be assured that theywitldequate in all circumstances
could arise or that material interruptions andufisions will not occur. In addition, we rely to yarg degrees on outside vendors for disaster
contingency support, and we cannot be assuredttbse vendors will be able to perform in an adexjaat timely manner. If we lose
availability of our employees to a significant degyor if we are unable to respond adequatelydb an event in a timely manner, we may be
unable to fully maintain our business operatiorisictv could lead to a tarnished reputation and ¢dssistomers that results in a decrease in
assets under management, lower revenues and rigterthuced net income.

Our investment income and asset levels may be ineyaimpacted by fluctuations in our investmenttfalio.

We currently have a substantial portion of our &sgsested in our money market, stock, and bontladdunds. All of these investments are
subject to investment market risk and our incormenfthese investments could be adversely affectetidscline in value. In addition, related
investment income has fluctuated significantly oder years depending upon the performance of aaisiment portfolio, including the
impact of market conditions, liquid corporate piosis, and the size of our longer-term investmemtfploo. Fluctuations in other investment
income can be expected to occur in the future.

The investment performance of our savings bankigdislvg could adversely affect our assets and resflbperations.

We have a proprietary savings bank subsidiary, whirepts deposits from our customers, pays a faetedof interest to our depositors and
invests in fixed income securities. Although we g=ly hold our fixed income investments to matudh a basis which correlates to the
maturities of our customer deposits, fluctuationgierest rates could result in other-than-tempoirapairments among the fixed income
investments and could result in a mismatch betweernterest rate return on our investment poudfalid the interest paid on our customer
deposits. To the extent that this occurs, our ass®d results of operations could be adverselytefe

We may elect to pursue growth in the United Statesabroad through acquisitions or joint ventundsch exposes us to risks inherent in
assimilating new operations and in expanding i jurisdictions.

In order to maintain and enhance our competitivatfsm, we may review and pursue acquisition anttwme opportunities. We cannot assure
that we will identify and consummate any such teatisns on acceptable terms or have sufficientuness to accomplish such a strategy. In
addition, any strategic transaction can involveimber of risks, including: additional demands on staff; unanticipated problems regarding
integration of investor account and investment sgctecordkeeping, different facilities and teckogies, and new employees; adverse eft

in the event acquired intangible assets or goodwitiome impaired; and the existence of liabiliiesontingencies not disclosed to or
otherwise known by us prior to closing a transactio

LEGAL AND REGULATORY RISKS

Compliance within a complex regulatory environmiemposes significant financial and strategic cost®or business, and n@mompliance
could result in fines and penalties.

We are subject to extensive regulation by foreigth @omestic governments, regulatory agencies sutheaSEC in the United States and the
FSA in United Kingdom, and self-regulatory orgamiaas such as the NASD. Our ability to conduct business is in large part dictated by
such regulation, including federal laws such asIhdanes-Oxley Act of 2002, the USA Patriot AcR001, the Employee Retirement
Income Security Act of 1974 (ERISA), regulationkatiag to the mutual fund industry specifically aseturities laws generally, accounting
standards, and banking and tax laws. Compliande tiwése complex regulations and our disclosurefiaadcial reporting obligations
requires significant investments of time and moaeg could limit our ability to enter into new linegbusiness. Further, the regulations
imposed by one jurisdiction may conflict with thegulations imposed by another, and these diffeeen@y be difficult or impossible to
reconcile.

Our regulatory environment is frequently alterednleyv regulations and by revisions to, and evolimgrpretations of, existing regulations.
Future changes could require us to modify or cuotai investment offerings and business operations.

If we are unable to maintain compliance with apdie laws and regulations, we could be subjectitical and civil liability, the suspensic

of our employees, fines, penalties, sanctionsnictjue relief, exclusion from certain markets, @mporary or permanent loss of licenses or
registrations necessary to conduct our businessgilatory proceeding, even if it does not result finding of wrongdoing or sanctions,
could consume substantial expenditures of timecapital. Any regulatory investigation, and anydad to maintain compliance with
applicable laws and regulations, could severelyatgrour reputation, adversely affect our abilitgaaduct business, and decrease revenue
and net income.

Legal and regulatory developments in the mutuati fand investment advisory industry could increageregulatory burden, cause a loss of
mutual fund investors, and reduce our revenues.

Because of trading abuses at several investmerageament firms, regulators have shown increasirggést in the oversight of the mutual
fund and investment advisory industry. Federal agsrhave adopted regulations designed to stremgthtrols and restore investor
confidence in the industry and more rules are ebggein the future. These new and proposed ruldgplaite greater compliance and
administrative burdens on us, which could increageexpenses without increasing revenues. In aadiproposed regulations could require
the Price funds to reduce the level of certain mlutund fees paid to us or require us to bear amfdit expenses, which would affect our
operating results.

Further, adverse results of regulatory investigegiof mutual fund and investment advisory firmslddarnish the reputation of mutual funds
and investment advisers generally, causing investoavoid further fund investments or redeem thalances. Redemptions would decrease
the assets under our management, which would reslurcadvisory revenues and net incol
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We may in the future be involved in legal and re¢mly proceedings that may not be covered by imsgra

We are subject to regulatory and governmental negiand civil litigation. An adverse outcome ofauch proceeding could involve
substantial financial penalties. There has beerased incidence of litigation and regulatory inigggions in the financial services industn
recent years, including customer claims and clegsrasuits alleging substantial monetary damalgesn time to time, various claims agai
us arise in the ordinary course of business, inctpdmployment-related claims.

We carry insurance in amounts and under termsitbdielieve are appropriate. We cannot assure thidhsurance will cover all liabilities
and losses to which we may be exposed, or thanheurance policies will continue to be availableameeptable terms. Certain insurance
coverage may not be available or may be prohibitiegpensive in future periods. As our insuranckcpes come up for renewal, we may
need to assume higher deductibles or co-insuraagities, or pay higher premiums, which wouldriease our expenses and reduce our net
income.

Net capital requirements may impede the businessatipns of our subsidiarie

Certain of our subsidiaries are subject to nettapequirements imposed by various federal, staid,foreign authorities. Our subsidiaries’
net capital meets or exceeds all minimum requirdmédrowever, a significant operating loss or extlatary charge against net capital could
adversely affect the ability of our subsidiariegipand or even maintain their operations if weenerable to make additional investments in
them.

TECHNOLOGY RISKS

We require specialized technology to operate osimass and would be adversely affected if our teldyy became inoperative or obsolete.

We depend on highly specialized and, in many casegrietary technology to support our businesgtions, including, among other
functions:

e securities analysis,

* securities trading,

« portfolio management,

* customer service,

* accounting and internal financial processes antralsnand
* regulatory compliance and reporting.

All of our technology systems are vulnerable taHbiBty or failures due to hacking, viruses, natualisasters, power failures, acts of war or
terrorism, and other causes. Some of our softvgliegnsed from and supported by outside vendoos wghom we rely to prevent operating
system failure. A suspension or termination of ¢hiesenses or the related support, upgrades anctemaince could cause system delays or
interruption. If our technology systems were td &id we were unable to recover in a timely way weelld be unable to fulfill critical
business functions, which could lead to a lossust@mers and could harm our reputation. Technaddgieakdown could also interfere with
our ability to comply with financial reporting amther regulatory requirements, exposing us to plis@ry action and to liability to our
customers.

In addition, our continued success depends onhilityato effectively integrate operations acrosamy countries, and to adopt new or adapt
existing technologies to meet client, industry aegllatory demands. We might be required to majmaifgiant capital expenditures to
maintain competitive technology. If we are unableipgrade our technology in a timely fashion, wghhiose customers and fail to maintain
regulatory compliance, which could affect our résoff operations and severely damage our reputation

We could be subject to losses if we fail to propsdfeguard sensitive and confidential information.

As part of our normal operations, we maintain aadgmit confidential information about our clieatswell as proprietary information
relating to our business operations. Our systerukldee victimized by unauthorized users or corrdfdig computer viruses or other malicic
software code, or authorized persons could inadr#yt or intentionally release confidential or priepary information. Such disclosure cot
among other things:

« seriously damage our reputation,

« allow competitors access to our proprietary busneformation,
« subject us to liability for a failure to safeguaniént data,

* result in the termination of contracts by our érigtcustomers,
* subject us to regulatory action, and

* require significant capital and operating expemndiito investigate and remediate the breach.
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Item 1B. Unresolved Staff Comments.

We did not receive any written comments during 200061 the Commission staff regarding our periodid aurrent reports under the Act.
There are no comments that remain unresolved frgnpeor period.

Item 2. Properties.

The lease on our corporate offices, which includeoat 377,000 square feet at 100 East Pratt Strdzdltimore, expires in mi@017. We ari
making tenant improvements to these offices ovemntixt two years. Our London and other foreignceffias well as our customer service
center in Tampa, Florida are also leased.

Our operating and servicing facilities include odnoperties in suburban campus settings compraiogit 650,000 square feet in Owings
Mills, Maryland and 140,000 square feet in Color&gwings.

We are doubling the size of our Colorado Springdifees by adding a second building that we exgeaiccupy in early 2008. Acreage that
we own on which our campus facilities are locatétlaccommodate additional future development. @ehnology center of about 124,000
square feet is on a separate parcel of owned fa@ings Mills in proximity to the campus faciliie

We maintain investor centers for walk-in trafficdanvestor meetings in leased facilities locatethi Baltimore; Boston (Wellesley,
Massachusetts); Chicago (Oak Brook and NorthbrBlihgis); Los Angeles (Woodland Hills, CaliforniaNew Jersey/New York City (Short
Hills, New Jersey and Garden City, New York); Saarf€isco (Walnut Creek, California); Tampa; and Wiagton (Washington, D.C. and
McLean, Virginia) areas. We also have investor eenin our owned facilities in Colorado Springs @wlings Mills. We expect to open at
least one additional leased center in Florida 720 hese investor centers allow us to be availayerson to a large number of our
investors.

Information concerning our anticipated capital exglitures in 2007 and our future minimum rental pagte under noncancelable operating
leases at December 31, 2006, is set forth in thgataesources and liquidity discussion in Iterof This Form 10-K.
Item 3. Legal Proceedings.

In September 2003, a purported class action (TakthRsarathy, et al., including Woodbury, v. T. Rd®rice International Funds, Inc., et al.)
was filed in the Circuit Court, Third Judicial Giit, Madison County, lllinois, against T. Rowe Rrinternational and the T. Rowe Price
International Funds with respect to the T. Rowedmternational Stock Fund. The basic allegatiorthe case were that the T. Rowe Price
defendants did not make appropriate price adjudisrterthe foreign securities owned by the T. RoweePinternational Stock Fund prior to
calculating the Fund’s daily share prices, theralbggedly enabling market timing traders to trauke Fund’s shares in such a way as to
disadvantage long-term investors. Following threarg of procedural litigation in State and Fedeaairts, this case is currently lodged in
Federal court, where a motion to remand to Statet i® pending. As a result of the Supreme Couttfimg in the Dabit case holding that
actions such as this one are barred by a fedezahmption statute and may not be maintained as atdgms under state law, it appears that,
substantively, class actions such as this one magenmaintained in either federal court or statat We expect to raise the Dabit ruling at
the appropriate time and believe that doing so lsh@sult in a favorable outcome for the T. Rowe&defendants.

From time to time, various claims against us anshe ordinary course of business, including empient-related claims. In the opinion of
management, after consultation with counsel, iinikkely that pending claims will have a materidivarse effect on our financial position or
results of operations.

Item 4. Submission of Matters to a Vote of Securitydolders.

None during the fourth quarter of 20(

Item. Executive Officers of the Registrant.

The following information includes the names, agag] positions of our executive officers. Thereraverrangements or understandings
pursuant to which any person serves as an offldes first six individuals are members of our mamaget committee.

James A.C. Kennedy (53), Chief Executive Officed &8nesident since 2007. Mr. Kennedy was previoashjce President from 1981-2006.
Brian C. Rogers (51), Chairman since 2007 and & Yiesident since 1985.

Edward C. Bernard (50), Vice Chairman since 20Q¥ aWice President since 1989.

Mary J. Miller (51), a Vice President since 1986.

William J. Stromberg (46), a Vice President sine8Q.

David J.L. Warren (49), a Vice President since 2000

Kenneth V. Moreland (50), Chief Financial Officardaa Vice President since 2004. Mr. Moreland wasipusly Senior Vice President,
Treasurer, and Chief Financial Officer of RTKL Asdes Inc., an international architectural firmorh 1996-2004.

Joseph P. Croteau (52), Treasurer (Principal Aciogi©fficer) since 2000 and a Vice President sib@g7.
Henry H. Hopkins (64), a Vice President since 1976.
Wayne D. C Melia (54), a Vice President since 19
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PART Il
Item 5. Market for Registrant’'s Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities.

Our common stock ($.20 par value per share) tradethe NASDAQ Stock Market under the symbol TROWe high and low trade price
information (rounded to whole cents) and dividepdsshare during the past two years were:

1st 2nd 3rd 4th

Quarter Quarter Quarter Quarter

2005- High price $31.7¢ $31.7¢ $34.02 $37.7(¢
Low price $28.7¢ $27.1( $30.7¢ $30.11

Cash dividends declar $ .11¢ $ .11¢ $ .11t $ .14
2006- High price $39.91 $43.6: $48.11 $48.5(
Low price $35.5¢ $35.4¢ $34.8i $42.5:

Cash dividends declar $ .14 $ .14 $ .14 $ .17

There were about 4,700 holders of record of oustantling common stock in January 2007.

We expect to declare and pay cash dividends &.theper-share quarterly rate for the first threartgrs of 2007. Our annual dividends per
share have increased every year since we becanigia pompany in 1986; however, there can be narasse that we will continue to pay
dividends at increasing rates or at all.

Our common stockholders have approved all of ouitggompensation plans. These plans provide feighuance of up to 65,372,895 sh
of our common stock at December 31, 2006, includiBg 70,758 shares that may be issued upon theisg@f outstanding stock options,
which have a weighted average exercise price 0fo$236,000 shares that may be issued upon thmgestoutstanding restricted stock
units, and 21,566,137 shares that remain avaifableiture issuance. Under the terms of the 20@¢ISincentive Plan, the number of shares
provided and available for future issuance willrease as we repurchase common stock in the futmethe proceeds of stock option
exercises.

During 2006, our only repurchases of common shasss during the period May through July when waurepased 4,501,152 shares for
$171.0 million in open market transactions. As ecBmber 31, 2006, a 2003 board of directors’ réieolstill allowed us to repurchase up to
3,790,868 shares of our common stock.

Amounts in this item have been adjusted to retleettwo-for-one split of our common stock in JuRe@.

Item 6. Selected Financial Data.

2002 2003 2004 2005 2006
(in millions, except pe-share data
Net revenue. $ 924 $ 99€ $1,277 $1,512 $1,81¢
Net operating incom $ 321 $ 36t $ 52t $ 65E $ 787
Net income $ 194 $ 227 $ 337 $ 431 $ 53C
Net cash provided by operating activit $ 26¢ $ 297 $ 374 $ 54C $ 59¢
Per-share informatiol
Basic earning $ .7¢ $ .92 $1.3¢2 $ 1.6f $ 2.01
Diluted earning: $ 7€ $ .8¢ $ 1.2¢ $ 1.5¢ $ 1.9C
Cash dividends declart $ .32t $ 3¢ $ .4C $ .48t $ .59
Weighted average shares outstant 245.¢ 246.¢ 254.¢ 260.k 263.¢
Weighted average shares outstanding- assuming
dilution 255.¢ 256.¢ 268.2 273.2 278.7

December 31
2002 2003 2004 2005 2006
(in millions, except as note:

Balance sheet da

Total asset $1,37(C $1,547 $1,92¢ $2,311 $2,76¢
Debt $ 56 — — — —
Stockholder’ equity $1,13¢ $1,32¢ $1,69i $2,03¢ $2,42i
Assets under management (in billio $140.€ $190.( $235.2 $269.5 $334.7

On January 1, 2006, we adopted the provisions 8fSSE23R and began recognizing stock option-basetheasation expense in our
consolidated statement of income using the famerélased method. We adopted SFAS 123R on a mogifteghective basis and our financ
statements for prior years have not been restated.

Applicable amounts in this item have been adjutte@flect the tw-for-one split of our common stock in June 20
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Item 7. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.
GENERAL.

Our revenues and net income are derived primaidiynfinvestment advisory services provided to irdlial and institutional investors in our
sponsored mutual funds and other managed invesoetfiblios. Investment advisory clients outside thnited States account for 7% of our
assets under management at December 31, 2006.

We manage a broad range of U.S. and internatidoek sbond, and money market mutual funds and attvesstment portfolios which meet
the varied needs and objectives of individual arstitutional investors. Investment advisory revendepend largely on the total value and
composition of assets under our management. Aaogisdifluctuations in financial markets and in g@mposition of assets under
management impact our revenues and results of tipesa

An unsettled environment surrounded the equity eiarin the United States during the first seventimoof 2006. The positive sentiment
evoked by early January indications from the FddReserve that its series of tightening moves W@siag and nearing an end was soon
tempered, as the Fed again raised its target shontrate .25% at the end of January. It then atldeeé more successive increases of .25% st
that the target short-term rate was 5.25% at JOn8yBthe end of July, the equity markets wergaliting year-to-date losses. The trend
reversed in early August when the Federal Resdasomutinued its series of interest rate increabaken together with declines in energy
costs and increasing optimism about the U.S. ecgnaratock market rally ensued, continuing throtighfourth quarter and into early 2007.
The Dow Jones Industrial Average was the biggesegan 2006, as it passed its January 2000 préweharash record in October, and closed
the year up 16.3%. Other key indexes also postedgtesults for 2006 as the S&P 500 gained 13.68dlae NASDAQ was up 9.5%.

The overall positive market environment in the EdiStates was also present around the world in,2@@6the Latin America region postil
the strongest equity market performance. On a lemolaaisis, the MSCI EAFE (Europe, Australasia andHest) Index rose 23.5% during the
year.

The yield for 10-year U.S. Treasuries was 4.7%eatddnber 31, 2006, up from nearly 4.4% at the efatte year, but down from the high of
more than 5.2% in June. The yield curve was indeateyear-end 2006 with the six-month and two-yeaturities yielding 38 and 11 basis
points more, respectively, than the 10-year TréasulThe Federal Reserve target short-term rafe286 has remained unchanged since
June 2006.

In this financial environment, total assets undermanagement ended 2006 at a record $334.7 hillipr24% or $65.2 billion during the
year. Our strong relative investment performanaklzmand awareness contributed significantly to #ees entrusting a net of $27.8 billion
our management in 2006. Net inflows include $.8dmlfrom the merger of two fund groups into theRlawe Price funds and the acquisition
of $.1 billion of separate account assets. Higharket valuations and income added $37.4 billioaupassets under management in 2006.

Assets under management at December 31, 2006da8267.0 billion in equity and blended asset itmest portfolios and $67.7 billion in
fixed income investment portfolios. The underlyingestment portfolios consist of $206.5 billiontire T. Rowe Price mutual funds
distributed in the United States and $128.2 biliimother investment portfolios that we manageluding separately managed accounts,
sub-advised funds, and other sponsored investmadsfoffered to investors outside the U.S. anduthinovariable annuity life insurance
plans.

We expect to increase our expenditures to att@stinvestment advisory clients and additional invesnts from our existing clients. These
efforts may involve significant costs that gengraitecede the recognition of any future revenuaswe may realize from increases to our
assets under management.

RESULTS OF OPERATIONS.

We split our common stock two-for-one in June 2886 have accordingly restated our per-share refenl2)04 and 2005 in the following
discussion.

2006 versus 2005Investment advisory revenues were up 22% to Billin as a result of a $52.6 billion increaseawerage assets under our
management to $299.7 billion. Net revenues incik@686 or $.3 billion to $1.8 billion. Net operatiimgome increased 20% to $787 million
from $655 million. Net income increased 23% to he®530 million from $431 million in 2005. Diluteelarnings per share increased 20%
from $1.58 to $1.90.

On January 1, 2006, we adopted Statement of FiabfAActounting Standards No. 123Bhare-Based Paymenand recognized $59.2 million
of non-cash stock option-based compensation experZ#06 using the fair value based method. Haépgied the fair value method in
2005, we would have recognized $59.8 million ofiiddal stock option-based compensation expensec@uparable pro forma diluted
earnings for 2005 would then have been $1.43 pesind our 2006 diluted earnings per share o0$4duld be 33% higher than 2005. See
our Summary of Significant Accounting Policies amganying our financial statements in Item 8 of tiejgort for more information.

Investment advisory revenues earned from the T.éRBrice mutual funds distributed in the United &ancreased 21%, or $.2 bhillion, to
nearly $1.1 billion. Average mutual fund assetser&t87.6 billion in 2006, 20% higher than the 2808rage of $156.2 billion. Mutual fund
assets ended 2006 at $206.5 billion, 10% abov2dBé average. Net inflows to the mutual funds v@&ir2.9 billion during 2006, including
$6.6 billion that originated in our target-date iRehent Funds and $.8 billion from the merger od fwnd groups into the Price funds. Our
U.S. stock and blended asset funds had net inftd#$.3 billion, while our international stock fumddded $2.8 billion, and our bond and
money market funds added $3.8 billion. The Growttic Fund added $4.2 billion of net investments tiear while the Value Fund added
more than $1.9 billion. Higher market valuationsl amcome increased fund assets by $23.4 billio2006.
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Investment advisory revenues earned on the otkiesiment portfolios that we manage increased $8mto $415 million. Average assets
in these portfolios were $112.1 billion in 2006,28% or $21.2 billion from the 2005 average. Yead-assets totaled $128.2 billion, an
increase of 14% from the 2006 average and up $#Bi&n from the start of the year. Net inflows froU.S. and international investors were
$14.9 billion and market gains and income addedGstdlion.

Administrative fees and other income increased$2®n to $305 million. The change in these revesiincludes $5.2 million from 12b-1
distribution fees received on greater assets umdeagement in the Advisor and R classes of ourssped mutual fund shares. The balance
of the increase is primarily attributable to ournvéging activities, including shareholder accouaitsl transaction volume in our transfer agent
and defined contribution plan recordkeeping ses/foe the mutual funds and their investors. Thengean administrative fees is generally
offset by similar changes in related operating esps that we incur to distribute the Advisor ancdses of mutual fund shares through 1
party financial intermediaries and to provide tlo¢end services to the funds and their investors.

Operating expenses were $1.0 billion in 2006, upl$dillion from 2005. Our largest expense, compgosand related costs, increased
$136 million or 26%. The number of our associatiesir total compensation, and the costs of theplegree benefits have all increased. The
most significant portion of the increase is atttéthle to the $59.2 million non-cash expense recmghfor 2006 stock option-based
compensation. The 2006 increase also reflectsggrbanus compensation based on our strong operaisudis for 2006 as well as our strong
relative and risk-adjusted investment performance growth in assets under management includinginegstor inflows, and the high
quality of our investor services. Finally, we mattiefncrease our associates’ base salaries atedbmiing of each year, and have increased
our average staff size by 5.4% versus 2005, prlynerihandle increased volume-related activitied atiher growth. At December 31, 2006,
we employed 4,605 associates.

Advertising and promotion expenditures increasex, 1& $11.2 million, due to more favorable markenditions and investor interest in
2006. We expect our advertising and promotion edjteres in 2007 will be up about 10% versus 200 @ur spending in the first quarter of
2007 to be about the same as the $31 million exgeimdthe fourth quarter of 2006.

Occupancy and facility costs together with deptamieexpense increased $12.3 million. Our costséated office facilities, including
increased space, and related equipment, maintemaudcether costs have increased along with oufr sitaff and business needs.

Other operating expenses were up $11.4 millionuge2905, including $5.2 million of higher distriburt expenses recognized on greater
assets under management sourced from financiahettiaries that distribute our Advisor and R classemutual fund shares. These
distribution costs are offset by an equal incréas®ir administrative revenues recognized fromliPl-1 fees discussed above. Other
operating expenses, including travel costs andudting and information services, have risen thiante meet increased business demands.

Overall, net operating income for 2006 increase® 20 $787 million and the operating margin was 43.4p .1% from 2005.

Our net non-operating income, which includes irgeirecome as well as the recognition of investnganims and losses and credit facility
expenses, increased $47 million to $71 million.gesirmoney market mutual fund balances during 20®6gher interest rates added

$20.5 million of the increase, the liquidation afr@sponsored 2001 collateralized bond obligatiodd66 added $11.0 million, and gains on
dispositions of mutual fund investments added $lBon.

The 2006 provision for income taxes as a percertgeetax income is 38.3%, up from 36.6% in 200&r 2006 income tax provision
includes provisions of .6%, or $4.8 million, foethnticipated settlement of prior years’ taxes, f8ftncreased state taxes, and .3% for the
effect of non-deductible incentive stock optioased compensation expense that we began recagmaiur 2006 operating results. The 2!
provision also does not include the .2% benefit earecognized in 2005 for the reversal of a viaturaallowance for foreign net operating
loss carryforwards. We currently estimate thatefiective tax rate for the full year 2007 will blecaut 37.7%.

2005 versus 2004Investment advisory revenues were up 20%, or $2ilion, to more than $1.2 billion due to the $2illion increase in
average assets under management. Net revenueasiedr$235 million to $1.5 billion. Net operatingame increased nearly 25% to
$655 million from $525 million. Net income increas®94 million to $431 million, up 28% from $337 tiwh. Diluted earnings per share
increased 25% from $1.26 to $1.58.

Investment advisory revenues earned from the T.éRBrice mutual funds distributed in the United &ancreased $164 million to

$900 million. Average mutual fund assets were $Blion during 2005, $28.1 billion, or 22%, highthan the $128.1 billion average dur
2004. Mutual fund assets ended 2005 at $170.2hjllip $24.7 billion during the year. Additionsthe U.S. mutual funds from the financial
intermediary, individual direct and defined contrtilon retirement plan channels were $12.5 billla®sically unchanged from our 2004
experience when $12.7 billion was added to the $uht/estors added $9.7 billion into the U.S. sthoids, $2.1 billion into our international
stock funds, and $.7 billion into our bond and momerket funds. The Growth Stock, Capital Appreoraeind Equity Income funds each
added more than $1 billion of net investor infloavsl, together, accounted for $6.5 billion of thedsi net inflows. Cash inflows during 2005
also included nearly $400 million resulting frone timerger of the TD Waterhouse Index Funds into &fuhe T. Rowe Price index funds.
Higher market valuations and income, net of divitkenot reinvested, added $12.2 billion to fund &si#e2005.

Investment advisory revenues earned on the otkresiment portfolios that we manage increased $##lon to $335 million. Average
assets in these portfolios were $90.9 billion, @@.$ billion, or 15%, from $78.8 billion in 2004n#&ing assets in these portfolios were
$99.3 billion, up $9.6 billion from the beginning2005. Market gains and income added $6.0 bilidrie net investor inflows were

$3.6 billion, down from $8.0 billion in 2004. Netflows from sub-advised and separate account slienesting in U.S. securities more than
offset the net outflows from investors in some of mternational investment portfolios.
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Administrative fees and other income increased3#a8llion to $276 million. The change in these neves includes $23.9 million from our
servicing activities including shareholder accoaimd transaction volume in our transfer agent affidield contribution plan recordkeeping
services for the mutual funds and their investadditionally, revenues increased $4.4 million fra@b-1 distribution fees received on gree
assets under management in the Advisor and R slagseir sponsored mutual fund shares.

Operating expenses in 2005 were $105.4 million nioee in 2004. Our largest expense, compensatidmedated costs, increased

$64.5 million, or 14%, from 2004. The number of associates, their total compensation, and thes @dtheir employee benefits have all
increased. Our bonus compensation is based onpauating results for the year, which for 2005 retfleur strong relative and risk-adjusted
investment performance, continued growth in asseter management including new investment inflawmsl sustained high-quality investor
services. Base salaries for our associates areased modestly at the beginning of each year, anidiaveased our average staff size 7%
versus 2004, primarily to handle increased voluslated activities and growth. At December 31, 2085 employed 4,372 associates, up 3%
from the 2005 average staffing level.

Advertising and promotion expenditures were up 18%11.8 million versus 2004. We vary our levebpénding based on market conditions
and investor demand as well as our efforts to espam investor base in the United States and abroad

Occupancy and facility costs together with deptamieexpense increased $10.3 million. Our costséated office facilities, including
increased space, and related maintenance and iogerasts have increased along with our staff aim business needs. Longer-lived
buildings and non-depreciable land account for Iggaio-thirds of the net book value of our propestyd equipment at December 31, 2005.

Other operating expenses increased $18.8 milliaiuding $4.4 million of distribution expenses rgnzed on greater assets under
management sourced from financial intermediaries diktribute our Advisor and R classes of mutuabifghares. These distribution costs
offset by an equal increase in our administratexeenues recognized from 12b-1 fees as discusse® able cost of information services
increased $7.3 million from 2004, primarily becao$eur decision to pay for non-broker-dealer thpatty investment research and related
services beginning in 2005. We previously made rabdse of fully permissible payments by brokershitain these services. Other operating
expenses also rose in 2005 to include a $2 miltiorease in charitable contributions to our corpofaundation and to meet increased
business demands.

Our net non-operating income, which includes tleagaition of investment gains and losses as wélitasest income and credit facility
expenses, increased $15.9 million to $24.4 millllarger money market and other mutual fund investrbalances along with higher interest
rates added $12.2 million to our investment inco®iher net investment gains added $3.1 millionluiding $1.8 million realized as a result
of the third-party acquisition of an entity in whigve had invested. Credit facility costs were d&wmillion as we reduced the size and
ongoing cost of our credit facility in mid-2004.

The 2005 provision for income taxes as a percerafgeetax income is 36.6%, down from 36.8% in 2004 largely to the $1.4 million
reversal of the valuation allowance for foreign opérating loss carryforwards that is discusseddte 8 to the financial statements.

CAPITAL RESOURCES AND LIQUIDITY.

During 2006, stockholders’ equity increased fronD$dllion to $2.4 billion. Cash and investmentdiolys are $1.4 billion at December 31,
2006.

Operating activities during 2006 provided cash 8af $593 million, up $54 million from 2005, incling increased net income of $99 mill
and non-cash stock-based compensation expens@ ohiilon. Timing differences in the cash settlertsenf our assets and liabilities reduced
comparative cash flows by $107 million. Net caséduim investing activities totaled $421 million, $830 million from 2005. Our
investments in mutual funds and other securitiedarfeom our larger available cash balances wer@ $&llion more in 2006 than in 2005.
Capital spending for property and equipment wasi#ifidon in 2006, up $42 million versus 2005. Nefsb used in financing activities was
$203 million in 2006, up $59 million from 2005. Wereased our expenditures for common stock remseh by $95 million and our
dividends paid to stockholders by $28 million. @ffing these outflows were nearly $66 million of teenefits realized from option exercises
and restricted stock vesting in 2006.

Comparatively, operating activities provided cdstwé of nearly $540 million in 2005, up $165 miliwersus 2004. Net income accounted
for nearly $94 million of the increase while timidgferences in the cash settlements of our assetdiabilities added $66 million. Net cash
used in investing activities totaled nearly $92lianil, up $16 million from 2004. Capital spending fovoperty and equipment was $52 million
in 2005, up $9 million from 2004 levels. Our mutfiahd net investments were $37 million in 2005jrarease of $5 million from 2004. Net
cash used in financing activities totaled $144iomillin 2005, up $109 million from 2004. We expen&@® million in 2005 to repurchase

1.3 million shares of our common stock compare#ilt® million for 400,000 shares in 2004. We alsdritigted $23 million more to our
stockholders in 2005 based on our larger per-sdpaaeterly dividend and collected $27 million lessni option exercises that, at a lower rate
in 2005, resulted in 1.8 million fewer shares bassyed versus in 2004.

Property and equipment expenditures in 2007, inctuthose for the build-out of our expanded corpmend other business facilities, are
anticipated to be about $170 million and are exguktd be funded from cash balances.

CONTRACTUAL OBLIGATIONS.

The following table (in millions) presents a sumgnaf our future obligations under the terms of &rig operating leases and other
contractual cash purchase commitments at Decenib@086. Other purchase commitments include cotutahamounts that will be due for
the purchase of goods or services to be used inmenations and may be cancelable at earlier tthesthose indicated under certain
conditions that may involve termination fees. Besgathese obligations are of a normal recurringreatue expect that we will fund them
from future cash flows from operations. The infotima presented does not include operating expemseapital expenditures that will be
committed in the normal course of operations in7280d future year:
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Total 2007 200¢-9 201C-11 Later

Noncancelable operating leas $ 213 $ 23 $ 43 $ 39 $ 10¢
Other purchase commitmer 19¢ 117 62 17 3
$ 41z $ 14C $ 10t $ 56 $ 111

We also have outstanding commitments to fund aafthti equity investments totaling $19.7 million ad@mber 31, 2006.

CRITICAL ACCOUNTING POLICIES.

The preparation of financial statements often nexguthe selection of specific accounting methodbgalicies from among several acceptable
alternatives. Further, significant estimates amifjjnents may be required in selecting and applyinge methods and policies in the
recognition of the assets and liabilities in oulabae sheet, the revenues and expenses in ounstatef income, and the information that is
contained in our significant accounting policiesl aotes to consolidated financial statements. Makiese estimates and judgments requires
the analysis of information concerning events thay not yet be complete and of facts and circuneststhat may change over time.
Accordingly, actual amounts or future results céfedmaterially from those estimates that we imtgcurrently in our consolidated financial
statements, significant accounting policies, an@g$0

We present those significant accounting policiesdua the preparation of our consolidated finansiatements as an integral part of those
statements within this 2006 Annual Report. In thiéofving discussion, we highlight and explain futttertain of those policies that are most
critical to the preparation and understanding affmancial statements.

Other than temporary impairments of availafilesale securitiesWe classify our investment holdings in sponseredual funds and the de
securities held for investment by our savings bautksidiary as available-for-sale. At the end ohegarter, we mark the carrying amount of
each investment holding to fair value and recogaiz@nrealized gain or loss in other compreherisis@me within stockholders’ equity. We
next review each individual security position thas an unrealized loss or impairment to deternfitieat impairment is other than temporary.

A mutual fund holding that has had an unrealizes lflmor more than six months is presumed to hawattear than temporary impairment and a
loss is recognized in our statement of income wrilesre is persuasive evidence, such as an indresakie subsequent to quarter end, to
overcome that presumption. We may also recognizgtasr than temporary loss of less than six mointlair statement of income if the
particular circumstances of the underlying investhdo not warrant our belief that a near-term recgvs possible.

An impaired debt security held by our savings bsuisidiary is considered to have an other than deanp loss that we recognize in our
statement of income whenever we determine that iW@rebably not collect all contractual amountsdunder the terms of the security. A
determination of this type is based on the issd@rancial condition and our ability and intenthold the investment until its fair value
recovers, which may mean until maturity, and tdemtlall contractual cash flows. Minor impairmenf$% or less that arise from changes in
interest rates and not credit quality are generalysidered temporary.

Goodwill . We evaluate the carrying amount of goodwill im balance sheet for possible impairment on an drivasas in the third quarter of
each year using a fair value approach. We attrialitgoodwill to our single reportable businessrsegt and reporting unit, our investment

advisory business. Goodwill would be consideredaimgal whenever our historical carrying amount egedde fair value of our investment
advisory business.

Our annual testing has demonstrated that the &tirevof our investment advisory business exceedsamying amount (basically, our
stockholders’ equity) and, therefore, that no impaint exists. Should we reach a different conclugiahe future, additional work would be
performed to ascertain the amount of the non-aaglairment charge to be recognized. We must aldonpeimpairment testing at other
times if an event or circumstance occurs indicativgj it is more likely than not that an impairméas been incurred. The maximum future
impairment of goodwill that we could incur is thmaunt recognized in our balance sheet, $665.7anilli

Stock options On January 1, 2006, we adopted the provisiof®#S 123R and began recognizing stock opbiased compensation expe

in our consolidated statement of income using #irevialue based method. Prior to 2006, our stodlonmrants were accounted for using the
intrinsic value based method and no compensatiperese related to our option grants was recognizedi consolidated statements of
income. The summary of significant accounting peicaccompanying our consolidated financial statemiecludes certain pro forma
disclosures for 2004 and 2005 as if a fair valuseldanethod had been used to recognize compensapense associated with our stock
option grants.

Fair value methods use a valuation model for shaeten, market-traded financial instruments to tie¢ioally value stock option grants even
though they are not available for trading purpcaes are of longer duration. The Black-Scholes optiocing model that we use includes the
input of certain variables that are dependent turéuexpectations, including the expected liveswfoptions from grant date to exercise d
the volatility of our underlying common shareslie iarket over that time period, and the rate wtldnds that we will pay during that time.
Our estimates of these variables are made foruhmoge of using the valuation model to determinexpense for each reporting period and
are not subsequently adjusted. Unlike most of @pemses, the resulting charge to earnings usiag adlue based method is a non-cash
charge that is never measured by or adjusted masadash outflow.
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Provision for income taxesAfter compensation and related costs, our prori§or income taxes on our earnings is our largesual
expense. We operate in several states and seweratries through our various subsidiaries, and ralistate our income, expenses, and
earnings under the various laws and regulatioresoh of these taxing jurisdictions. Accordinglyr pwovision for income taxes represents
our total estimate of the liability that we haveunred for doing business each year in all of ogations. Annually, we file tax returns that
represent our filing positions with each jurisdictiand settle our return liabilities. Each jurigiioc has the right to audit those returns and
take different positions with respect to income arpense allocations and taxable earnings detetimmsa From time to time, we may also
provide for estimated liabilities associated wititartain tax return filing positions that are sgbj®, or in the process of, being audited by
various tax authorities. Because the determinatidsir annual provisions are subject to judgments estimates, it is likely that actual
results will vary from those recognized in our ficg@l statements. As a result, additions to, oucéidns of, income tax expense will occur
each year for prior reporting periods as our edémahange and actual tax returns and tax auditsetiied. We recognize any prior year
adjustment in the discrete quarterly period in \Whtds determined.

On January 1, 2007, we will adopt the provisionsegkntly issued FASB Interpretation #4&counting for Uncertainty in Income Taxda
regards to our accounting for and disclosure ofuain tax positions. We have reviewed our accogrfior income taxes in light of the
provisions of FIN 48 and do not expect that adaptidll materially affect our consolidated financi&htements.

FORWARD-LOOKING INFORMATION.

From time to time, information or statements preddy or on behalf of T. Rowe Price, including #aegthin this report, may contain cert:
forward-looking information, including informaticor anticipated information relating to changesum evenues and net income, changes in
the amount and composition of our assets under geamant, our expense levels, and our expectatigi@sding financial markets and other
conditions. Readers are cautioned that any forda@okiing information provided by or on behalf of Howe Price is not a guarantee of future
performance. Actual results may differ materiatignfi those in forward-looking information becausevafious factors including, but not
limited to, those discussed below and in Item 1Ahi$ Form 10-K Annual Report under the captionkF&actors. Further, forward-looking
statements speak only as of the date on whichdheyade, and we undertake no obligation to upatatdorwardlooking statement to refle
events or circumstances after the date on whishnitade or to reflect the occurrence of unantieigavents.

Our future revenues and results of operationsfliittuate primarily due to changes in the totalieahnd composition of assets under our
management. Such changes result from many factoltsding, among other things: cash inflows andlowi$ in the T. Rowe Price mutual
funds and other managed investment portfoliostdlations in the financial markets around the wdilat result in appreciation or deprecia

of the assets under our management; our introducfimew mutual funds and investment portfoliog ahanges in retirement savings trends
relative to participant-directed investments anfingel contribution plans. The ability to attractametain investors’ assets under our
management is dependent on investor sentimentanfitlence; the relative investment performancéiefRrice mutual funds and other
managed investment portfolios as compared to canmgpefferings and market indexes; the ability toimt@in our investment management
and administrative fees at appropriate levels; agitipe conditions in the mutual fund, asset managet, and broader financial services
sectors; and our level of success in implementingstrategy to expand our business. Our revengesudostantially dependent on fees earned
under contracts with the Price funds and coulddweesely affected if the independent directorsred or more of the Price funds terminated
or significantly altered the terms of the investimanagement or related administrative serviceseagents.

Our future results are also dependent upon thé ¢évamur expenses, which are subject to fluctuatmrthe following or other reasons:
changes in the level of our advertising expensessponse to market conditions, including our é$ftw expand our investment advisory
business to investors outside the United States@ahdther penetrate our distribution channeldinithe United States; variations in the level
of total compensation expense due to, among dtiregg, bonuses, stock option grants, stock awatdsges in our employee count and mix,
and competitive factors; any goodwill impairmerdttmay arise; fluctuation in foreign currency exufpa rates applicable to the costs of our
international operations; expenses and capitakgesth as technology assets, depreciation, armbtotiz and research and development,
incurred to maintain and enhance our administrative operating services infrastructure; unantieigaosts that may be incurred to protect
investor accounts and the goodwill of our cliemtsg disruptions of services, including those prediddy third parties, such as facilities,
communications, power, and the mutual fund trarsfemt and accounting systems.

Our business is also subject to substantial goventah regulation, and changes in legal, regula@cgpunting, tax, and compliance
requirements may have a substantial effect on perations and results, including but not limiteetfects on costs that we incur and effects
on investor interest in mutual funds and investmgeneral, or in particular classes of mutual &indother investments.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

Our revenues and net income are based primarith@ralue of assets under our management. Accdydideclines in financial market
values directly and negatively impact our investhavisory revenues and net income.
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We invest in our sponsored mutual funds, whichnaagket risk sensitive financial instruments heldgarposes other than trading; we do not
invest in derivative financial or commodity instrants. Mutual fund investments have inherent maikktin the form of equity price risk;

that is, the potential future loss of value thatiaresult from a decline in the fair values of thatual fund shares. Each fund and its
underlying net assets are also subject to marketwihich may arise from changes in equity pricesdit ratings, foreign currency exchange
rates, and interest rates.

The following table (in millions) presents the eguyirice risk from investments in sponsored mufualls by assuming a hypothetical decline
in the fair values of mutual fund shares. This pti& future loss of value, before any income tardtfits, reflects the valuation of mutual fu
investments at year end using each fund’s lowésvédue per share during 2006. In considering finesentation, it is important to note that:
all funds did not experience their lowest fair \v@afer share on the same day; it is likely thatthraposition of the mutual fund investment
portfolio would be changed if adverse market candg# persisted; and we could experience futureekbgsexcess of those presented below.

Fair value
at Potential
December 3: % of lower % of Potential
2006 Portfolio value Portfolio loss
Stock and blended asset fur $ 409 74 $ 352.t 72 $ 57.c 14%
Bond funds 144.¢ 26 137.¢ 28 7. 5%
$ 554 ./ 10C $ 490.1 10C $ 64.c 12%

The comparable potential loss of value presentediirR005 annual report was $28.8 million on spoeganutual fund investments of
$264.2 million at December 31, 2005. During 2006,agtually experienced net unrealized gains of88llion.

Investments in mutual funds generally moderate etaikk because funds, by their nature, are difiedsinvestment portfolios that invest ir
number of different financial instruments. T. RoRéce further manages its exposure to market rysttibersifying its investments among
many domestic and international funds. In additiomgstment holdings may be altered from timeruetiin response to changes in market
risks and other factors, as management deems ajgisop

The investment portfolio and customer deposit lié of our savings bank subsidiary are subjedhterest rate risk. If interest rates change
1%, the change in the net value of these assethadnilities would not be material.

We also hold other investments of $81.8 milliomatember 31, 2006, that we are at risk for los®uwgur carrying amount should market
conditions deteriorate. U.S. Treasury holdingsegelty considered to be of the lowest risk profdecount for $55.6 million of these
investments.

We operate in several foreign countries, most pnemi among which is Great Britain. We incur opaig#xpenses and have foreign
currencydenominated assets and liabilities associatedtivibe operations, though our revenue stream ispriectely realized in U.S. doll
receipts. We do not believe that foreign curredggttiations materially affect our results of opemas.

Item 8. Financial Statements and Supplementary Data
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
T. Rowe Price Group, Inc.:

We have audited the accompanying consolidated balsineets of T. Rowe Price Group, Inc. and subgdig‘'the Company”) as of
December 31, 2006 and 2005, and the related cdasedl statements of income, stockholders’ equitgt,Gash flows for each of the years in
the three-year period ended December 31, 2006 eltwssolidated financial statements are the redpibtysof the Company’s management.
Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on aditsau

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the financial position of T. Rowe
Price Group, Inc. and subsidiaries as of Decembe@06 and 2005, and the results of their operatémd their cash flows for each of the
years in the thre-year period ended December 31, 2006, in conformitly U.S. generally accepted accounting principles

As discussed in the summary of significant accagnpiolicies accompanying the consolidated finarstatiements, effective January 1, 2006,
the Company changed its method of accounting faksbased compensation with the adoption of Stat¢wfeFinancial Accounting
Standards No. 123FShare-Based Payment

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the effectiveness
of the Company’s internal control over financigboeting as of December 31, 2006, based on crig=tablished ifnternal Control—
Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO), and our regaied
February 7, 2007, expressed an unqualified opioiomanagement’s assessment of, and the effectemitdpn of, internal control over
financial reporting.

/s KPMG LLP

Baltimore, Maryland
February 7, 2007
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CONSOLIDATED BALANCE SHEETS
(in millions, except share data)

ASSETS

Cash and cash equivalents (Note

Accounts receivable and accrued revenue (No
Investments in sponsored mutual funds (Not

Debt securities held by savings bank subsidiaryt€Mg
Other investments (Note

Property and equipment (Note

Goodwill and other intangible assets (Not¢

Other asset

Total asset

LIABILITIES AND STOCKHOLDERS EQUITY
Liabilities
Accounts payable and accrued expet
Accrued compensation and related ci
Income taxes payable (Note
Dividends payabli

Customer deposits at savings bank subsidiary (Kc

Total liabilities

Commitments and contingent liabilities (Notes 5 aajl

Stockholder’ equity (Notes 9, 10 and 1

Preferred stock, undesignated, $.20 par v— authorized and unissued 20,000,000 sh
Common stock, $.20 par value — authorized 500,@Ddhares; issued 131,678,371 shares in 2005 and

264,959,903 shares in 20
Additional capital in excess of par val
Retained earning
Accumulated other comprehensive inca
Deferred stoc-based compensation expel

Total stockholder equity

12/31/200!

$ 803.¢
175.(
264.2
114.¢
22.5
214.¢
665.7
49.€
$2,310.!

$ 62t
55.¢

15.€

36.€
103.¢
274..

26.5
279.1
1,683.:
48.5
1.7
2,036.:
$2,310.!

12/31/200!

$ 773.(
223t
554.¢
126.2

81.¢
264.¢
669.4
72.1

$2,765.1

$ 772
67.5
33.¢
45.1

114.:

338.¢

53.C
247
2,057.:
69.3
2,426.¢
$2,765.1

The accompanying summary of significant accoungialicies and notes to consolidated financial stateimare an integral part of these

statements.

-21-




CONSOLIDATED STATEMENTS OF INCOME
(in millions, except per-share amounts)

Revenue!
Investment advisory fees (Note
Administrative fees and other income (Note
Investment income of savings bank subsid
Total revenue
Interest expense on savings bank dep:
Net revenue:

Operating expenst
Compensation and related costs (Notes 6, 9 an
Advertising and promotio
Depreciation and amortization of property and emapt
Occupancy and facility costs (Note !
Other operating expens

Net operating incom

Other investment income (Notes 1, 3 and
Credit facility expenses (Note 1

Net nor-operating incom

Income before income tax
Provision for income taxes (Note
Net income

Earnings per shal
Basic

Diluted

Year ended December &

457.¢
74.5
40.C
66.4
113.2

751.¢

525.2

9.t
1.C

8.5

533.i
196.5

$ 3372

@

1.32
$ 1.2¢

2005

$1,235.!
276.(
4.3
1,515.¢
3.€
1,512

522.¢
86.1
42.:
74.4
132.C

857.z

655.(

24.¢
0.4

24.4

679.4
248.¢

$ 431.c

&

1.65
$ 1.5¢

2006

$1,508.¢
305.4
5.4

1,819.1

o)

1,815.(

46.5

o0
n
135

858.<
328.7

$ 529.¢

&

2.01
$ 1.9

The accompanying summary of significant accoungialicies and notes to consolidated financial stetéimare an integral part of these

statements.




CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)

Cash flows from operating activitir
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie
Depreciation and amortization of property and emapt
Stocl-based compensation expel
Intangible asset amortizatic
Other changes in assets and liabili

Net cash provided by operating activit

Cash flows from investing activitie
Investments in sponsored mutual ful
Dispositions of sponsored mutual fur
Investments in debt securities by savings bankidisrg
Proceeds from debt securities held by savings bahkidiary
Other investments ma
Additions to property and equipme
Other investment activit

Net cash used in investing activit|

Cash flows from financing activitie
Repurchases of common stc
Stock options exercised and restricted sharesd/
Dividends paid to stockholde
Increase in savings bank subsidiary dept

Net cash used in financing activiti

Cash and cash equivalel
Net change during ye:
At beginning of yea
At end of yeal

Year ended December &

2004
$ 337
40
2.9
374
(38.9)
(41.9)
36.7

(1.4)
(43.1)

(75.9

2005

$ 431.(

2006
$ 529.¢

46.F
61.C
0.4
(44.9)
593.

(266.6)
14.4
(36.5)
25.4
(59.6)
(94.4)
(3.9
(421.9)

(171.0
105.1
(147.6)
10.¢

(202.6)

(30.6)
803.¢
773.(

©“

The accompanying summary of significant accoungialicies and notes to consolidated financial steteimare an integral part of these

statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(dollars in millions)

Balances at December 31, 2003, 124,932,884 comhares
Comprehensive incorr
Net income
Change in unrealized security holding gains, neaeés
Total comprehensive incon
5,074,813 common shares issued upon option exerersger
stock-based compensation ple
400,000 common shares repurcha
Dividends declare
Balances at December 31, 2004, 129,607,697 comhares
Comprehensive inconr
Net income
Change in unrealized security holding gains, neawés
Total comprehensive incon
Common shares issued under s-based compensation ple
38,000 common shart
31,500 restricted common sha
3,301,174 common shares upon option exert
Amortization of deferred sto-based compensation expel
1,300,000 common shares repurche
Dividends declare
Balances at December 31, 2005, 131,678,371 comhares
Reclassification at adoption of SFAS 12
1,402,915 common shares issued upon option exeraersger
stock-based compensation pla
1,000 restricted common shares forfei
1,533,076 common shares repurche
131,547,210 common shares issued-for-1 split
Balances after split, 263,094,420 common sh
Common shares issued under s-based compensation ple
74,000 restricted common sha
Additional income tax benefit at vesting of regkit share
3,226,483 common shares upon option exert
1,435,000 common shares repurche
Comprehensive incon
Net income
Change in unrealized security holding gains, neawés
Total comprehensive incon
Stoclk-based compensation expel
Dividends declare

Balances at December 31, 2006, 264,959,903 comirares

Additional Accumulatec  Deferred stoc-
capital in other basec Total
Commor excess of pi  Retainec  comprehensiv compensatiol  stockholder:
stock value earnings income expense equity
$ 250 $ 131.2 $1,143¢ $ 28 $ — $ 1,329
3372
12.¢
350.1
1.C 137.€ 138.€
(:1) (18.2) (18.3)
(102.7) (102.7)
25.¢ 250.¢ 1,378.¢ 41.7 — 1,697.:
431.(
6.8
437.¢
.0 2.8 2.8
.0 2.C 2.0 —
7 99.€ 100.2
3 3
(-3) (75.5) (75.¢)
(126.6) (126.6)
26.2 279.7 1,683.: 48.F @.7 2,036.:
.7 1.7 —
3 49.7 50.C
.0 .0 .0
(-3) (117.9 (217.%)
26.% (26.%) —
52.€ 184.(
.0 .0 —
1 1
7 55.¢ 56.1
(.3) (53.0 (53.9)
529.€
20.€
550.¢
61.C 61.C
(155.¢) (155.¢)
$ 53C % 2475  $2,057.. $ 69.2 $ — $ 2,426

The accompanying summary of significant accoungialicies and notes to consolidated financial stetéimare an integral part of these

statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

T. Rowe Price Group derives its consolidated reesrand net income primarily from investment adwis@rvices that its subsidiaries pro\
to individual and institutional investors in theosigored T. Rowe Price mutual funds and other imvest portfolios. We also provide our
investment advisory clients with related adminigteservices, including mutual fund transfer agewstounting and shareholder services;
participant recordkeeping and transfer agent sesvier defined contribution retirement plans; distdrokerage; and trust services. While
investors that we serve are primarily domiciledhie United States of America, investment advisdignts outside the United States account
for 7% of our assets under management at Decenib@086.

Investment advisory revenues depend largely onotiad value and composition of assets under ouragament. Accordingly, fluctuations in
financial markets and in the composition of assater management impact our revenues and resudfseoétions.

BASIS OF PREPARATION.

These consolidated financial statements have begraped by our management in accordance with atioguprinciples generally acceptec
the United States, which require the use of esémaictual results may vary from our estimates.N&ke reclassified certain prior year
amounts to be comparative with and conform to tlesgntation of our 2006 financial statements.

Our financial statements include the accountslafuddsidiaries in which we have a majority or cotiing interest. All material intercompany
accounts and transactions are eliminated in catestioin.

We are not the primary beneficiary, and do not obdate the accounts, of a high-yield collateralibmnd obligation (CBO) that held assets
of less than $100 million at December 31, 2006sMairiable interest entity is a non-recourse, Bahiiability company for which we are the
collateral manager and receive related investmgvisary fees. We recognized the full impairmentto$ CBO investment in our 2002
statement of income and do not expect to recogmygduture gains or losses from this holding.

STOCK SPLIT.

At the close of business on June 23, 2006, we teffiee two-for-one split of our common stock by ieguadditional $.20 par value shares and
reclassifying the par value of the additional skassued among our paid-in stockholders’ equitpants. All per-share and share data in the
accompanying consolidated statements of incomieise significant accounting policies, and in tbeoanpanying notes have been adjusted
to give retroactive effect to this stock split.

CASH EQUIVALENTS.

Cash equivalents consist primarily of short-terighly liquid investments in our sponsored money ketimutual funds. The cost of these
funds is equivalent to fair value.

INVESTMENTS.

Investments in sponsored mutual funds and debrisestheld by our savings bank subsidiary aresifesl as available-for-sale and are
reported at fair value. Changes in net unrealizedigty holding gains are recognized in accumulatbeér comprehensive income. We also
hold other investments that are recognized usiagtist or equity methods of accounting, as appaitgri

We review the carrying amount of each investmenrd guiarterly basis and recognize an impairmentirstatement of income whenever an
unrealized loss is considered other than temporary.
CONCENTRATIONS OF RISK.

Concentration of credit risk in accounts receivableelieved to be minimal in that our clients getlg have substantial assets, including tl
in the investment portfolios that we manage fonthe

Our investments in sponsored mutual funds expose merket risk in the form of equity price riskat is, the potential future loss of value
that would result from a decline in the fair valudshe mutual funds. Each fund and its underlynegjassets are also subject to market risk,
which may arise from changes in equity prices, itmradings, foreign currency exchange rates, atet@st rates.

Investments by our savings bank subsidiary in debtirities expose us to market risk, which mayedrism changes in credit ratings and
interest rates.
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PROPERTY AND EQUIPMENT.

Property and equipment is stated at cost net afraatated depreciation and amortization computedgutie straight-line method. Provisions
for depreciation and amortization are based oridbh@wing weighted average estimated useful livasmputer and communications software
and equipment, 3.3 years; buildings, 32.3 yeassdbold improvements, 8.1 years; furniture andrathaipment, 5.0 years; and leased land,
99 years.

GOODWILL.

We evaluate our goodwill balance of $665.7 millfonpossible impairment using the fair value apploduring the third quarter of each ye¢
Our evaluations have not indicated that impairnexigts. We operate in one reportable business sgigmehat of the investment advisory
business — and all goodwill is attributed to thegment.

REVENUE RECOGNITION.

Fees for investment advisory services, which aseth@n assets under management, and related anlatinésservices that we provide to
investment advisory clients are recognized in #éopl that our services are provided. Taxes biibedur clients based on our fees for serv
rendered are not included in revenues. Administeatevenues from distribution of our sponsored ralfunds’ Advisor and R class shares,
and the corresponding operating expense for paysnerhird-party financial intermediaries that distite those share classes, are recognized
in the period that they are earned, which is tmeesperiod that the related mutual funds recogrie& expense.

ADVERTISING.

Costs of advertising are expensed the first tina¢ tite advertising takes place.

EARNINGS PER SHARE.

Basic earnings per share does not include the\dileffect of outstanding stock options, nonvesesdricted common shares, and nonvested
restricted stock units, and is computed by dividieg income by the weighted average common shartstanding of 254.8 million in 2004,
260.5 million in 2005, and 263.8 million in 2006iluded earnings per share reflects the potentlatidn that could occur if outstanding stock
options were exercised, restricted common shargs aed restricted stock units vest and are coegtdéd common shares. It is computed by
increasing the denominator of the basic calculdbppotential dilutive common shares, determinddguithe treasury stock method, of

13.4 million in 2004, 12.7 million in 2005, and ®4million in 2006.

COMPREHENSIVE INCOME.

Total comprehensive income is reported in our clidated statements of stockholders’ equity andudek net income and the change in
unrealized security holding gains, net of incometa

STOCK AWARDS AND OPTIONS.

Our stockholders have approved the 2001 and 20k $ticentive Plans under which we may make stegkrds in the form of unrestricted
common shares, restricted common shares, andctedtstock units that convert to shares at the timeesting. Under these plan provisions,
we issued 76,000 unrestricted common shares teraployees in 2005 at the grant date fair value3@ 365 per share. We also issued
restricted shares in 2005 and 2006 and restri¢tat sinits in 2006. These restricted awards vest auwo-year graded schedule. We
recognized stock-based compensation expense ofifiliéh in 2005 and $1.8 million in 2006 for theawards.

Under the 2001 and 2004 Stock Incentive Plans iaecbther stockholder approved plans (the 199031881 1996 Stock Incentive Plans and
the 1995 and 1998 Director Stock Option Plans)hawe granted qualified incentive and nonqualifiedd stock options with a maximum
term of 10 years to employees and directors. Vgsifrour annual employee option grants is baseglysoh the individual continuing to
render service and generally occurs over a five-gesmded schedule. The exercise price of eachmopgtianted is equivalent to the market
price of the common stock at the date of grant.

On January 1, 2006, we adopted the provisions 8fSSE23R and began recognizing stock option-basetpeasation expense in our
consolidated statement of income using the fauerdlased method and a provision for estimateddutufeitures of our stock option awards.
Prior to 2006, our stock option grants were acoadifidr using the intrinsic value based method andampensation expense related to our
option grants was recognized in our consolidatatkstents of income.

Because we adopted SFAS 123R on a modified praspdmsis, financial statements for 2004 and 2G0&Mmot been restated. The follow
table is presented to compare our 2006 net incammai{lions) and earnings per share with pro fomasults as if we applied the fair value
based method during 2004 and 2005. For purposthésadisclosure, the forfeiture of options was gruaed in 2004 and 2005 as they
occurred.
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2004 2005 2006

Net income, as reporte $ 337z $ 431.(C $ 529.¢
Additional stock option-based compensation exp&ssienated using the fair value based

method (42.¢) (59.9 —
Related income tax benef 14.2 19.5 —
Pro forma net incom $ 308.¢ $ 390.7 $ 529.¢

Earnings per shal

Basic— as reportes $ 1.3¢ $ 1.6f $ 2.01
Basic— pro forma $ 1.21 $ 1.5C $ 2.01
Diluted — as reporte! $ 1.2¢ $ 1.5¢ $ 1.9C
Diluted — pro forma $ 1.1¢€ $ 1l.4c: $ 1.9C

Net income, as reported, for 2006 includes a chimgstock optio-based compensation expense of $59.2 million, diom$6.1 million for
reload option grants, and related income tax benedtognized of $19.4 million. The recognitiorstdck-option based compensation expense
in 2006 reduced our diluted earnings per shareppycimately $.14. In recognizing 2006 stock-optised compensation expense and
preparing the pro forma 2004 and 2005 informatiea used the Black-Scholes option-pricing modelstingate the fair value of each option
grant, including reloads, as follows:

Weightec-average Range
2004 2005 2006 2006
Gran-date fair value per option awarded, including rdlgaants $9.17 $9.57 $12.47% $2.01to0 16.8
Assumptions use(
Expected life in year 5.2 5.5 5.5 3t08.1
Expected volatility 33% 29% 26% 12 to 32%
Dividend yield 1.7% 1.7% 1.7% 1.6t01.79
Risk-free interest rat 3.7% 4.2% 4.€% 4.3105.29

Our expected life assumptions are based on thenggstriod for each option grant and our historegberience with respect to the average
holding period from vesting to option exercise. Hssumptions for expected volatility and dividemeld/are based on recent historical
experience over the same periods as our expevts] Risk-free interest rates are set using gratg-d.S. Treasury yield curves for the same
periods as our expected lives.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENT?

NOTE 1— CASH EQUIVALENTS.

Cash equivalent investments in our sponsored moraket mutual funds aggregate $768.1 million atdbeer 31, 2005, and $739.1 million
at December 31, 2006. Dividends earned on thesstiments totaled $3.7 million in 2004, $14.9 millia 2005, and $35.4 million in 2006.
NOTE 2— INFORMATION ABOUT RECEIVABLES, REVENUES, AND SERNES.

Accounts receivable from our sponsored mutual fdndadvisory fees and advisory-related administeaservices aggregate $104.5 million
at December 31, 2005, and $122.9 million at Decer8he2006.

Revenues (in millions) from advisory services pdad under agreements with our sponsored mutuasfand other investment clients
include:

2004 2005 2006
Sponsored mutual funds in the U
Stock and blended as: $ 602.Z $ 758.% $ 937.t
Bond and money mark 134.( 142.1 155.€
736.2 900.4 1,093.:
Other portfolios 292.¢ 335.1 415.
Total investment advisory fe $1,028.¢ $1,235.! $1,508.!

Fees for advisory-related administrative servigesided to our sponsored mutual funds were $188lltomin 2004, $211.3 million in 2005,
and $239.9 million in 2006. We provide all serviteshe sponsored U.S. mutual funds under contthatsare subject to periodic review and
approval by each of the funds’ boards. Regulatieqsire that the funds’ shareholders also approaenal changes to the investment
advisory contracts.

The following table summarizes the various investhportfolios and assets under management (irobgh on which advisory fees are
earned.

Average during December 31
2004 2005 2006 2005 2006
Sponsored mutual funds in the U
Stock and blended ass $ 98.1 $124.1 $152.2 $137.7 $168.t
Bond and money mark 30.C 32.1 35.4 32.t 38.C
128.1 156.2 187.¢ 170.2 206.5
Other portfolios 78.€ 90.¢ 112.] 99.: 128.2
$206.¢ $247.] $299.7 $269.5 $334.7
NOTE 3—- INVESTMENTS IN SPONSORED MUTUAL FUNDS.
Our mutual fund investments (in millions) at DecemnB1 include:
Unrealizet Aggregate
Aggregate holding fair
cost gains value
2005
Stock and blended asset fur $ 127.t $ 584 $ 185.¢
Bond funds 60.1 18.2 78.%
$ 187.¢ $ 76.€ $ 264.:
2006
Stock and blended asset fur $ 325t $ 84.: $ 409.¢
Bond funds 120.€ 24.C 144.¢
$ 446.] $ 108.: $ 554.¢

Dividends earned on our investments in sponsorddahtunds totaled $3.0 million in 2004, $7.2 nuliin 2005, and $12.5 million in 2006.
Individual mutual fund holdings with unrealized des totaled less than $.1 million at December 8252nd 2006.
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NOTE 4— DEBT SECURITIES HELD BY AND CUSTOMER DEPOSITS ASAVINGS BANK SUBSIDIARY.

Our savings bank subsidiary holds investments irketable debt securities, including mortgage- atheéoasset-backed securities, which are
accounted for as available-for-sale. The followtalle (in millions) details the components of thesestments at year end.

2005 2006
Unrealize« Unrealize«
Fair gain Fair gain
value (loss) value (loss)
Investments with temporary impairme
Of less than 12 months (28 securities in 2( $ 47.7 $ (.7 $ 25: $ (1)
Of 12 months or more (81 securities in 20 41.¢ (1.9 63.€ (1.5
89.€ (2.3 89.z (1.6
Investments with unrealized holding ga 25.2 A 37.C A
Balance at December . $ 114.¢ $ (2.0 $ 126.C $ (1%
Aggregate cos $ 116.¢ $ 127.7

The unrealized losses in these investments werergincaused by interest rate increases and rastges in credit quality. We have the
ability and intent to hold these securities to itmeaturities, which generally correlate to the misies of our customer deposits, and collect all
contractual cash flows. Accordingly, impairmentleése investments is considered temporary.

The estimated fair value of our customer depaaitility, based on discounting expected cash outflatvmaturity dates, which range up to
five years, using current interest rates offereddgposits with the same dates of maturity, wass$Lfillion at December 31, 2005, and
$114.8 million at December 31, 2006.

NOTE 5— OTHER INVESTMENTS.

We acquired $55 million of U.S. Treasury Notes @@ that will yield 4.7-5.2% and mature over theige 2008-2011. These holdings are
accounted for as held-to-maturity and our carngntpunt, representing the amortized cost of thesramtel accrued interest, totals
$55.6 million at December 31, 2006. The fair vadfithese securities is $55.8 million at December28D6.

Investments accounted for under the cost methadl $48.9 million at December 31, 2005, and $23 laniat December 31, 2006. Our
remaining investments aggregate $2.6 million atdbawer 31, 2005, and $2.4 million at December 30620

We had outstanding commitments to fund additiomatstments totaling $19.7 million at December IN&

NOTE 6— PROPERTY AND EQUIPMENT.

Property and equipment (in millions) at Decembec@dsists of:

2005 2006
Computer and communications software and equip! $ 206.: $ 216.¢
Buildings and leasehold improveme 181.t 222.:
Furniture and other equipme 59.¢ 67.7
Land owned and least 21.t 21.t
469.1 528.1

Less accumulated depreciation and amortize 254.2 263.2
$ 214.¢ $ 264.C

Compensation and related costs attributable taévelopment of computer software for internal wseling $7.3 million in 2004,
$6.2 million in 2005, and $7.7 million in 2006 hadveen capitalized.
NOTE 7— ACQUISITIONS OF INTANGIBLE ASSETS.

In 2006, we acquired customer relationships anetassider management of $.1 billion in separatewads and $.8 billion in mutual fund
accounts from two fund groups that merged into vevelf our sponsored mutual funds. We paid $4.lionilas part of these three transactions
and recognized intangible assets that are beingtamea on a straight-line basis over 2.5 yeardHeracquired separate account customer
relationships and over 8 years for the acquireduaidtind customer relationships.

NOTE 8— INCOME TAXES.

The provision for income taxes (in millions) consisf:

2004 2005 2006
Current income taxe
U.S. federal and foreig $ 178.( $ 228.] $ 301.¢
State and loce 19.1 27.4 45.¢

Deferred income tax benefi (.6) (7.7) (19.0
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Deferred income taxes arise from temporary diffeesrbetween taxable income for financial staterardtincome tax return purposes.

Significant temporary differences in 2004 includkederred tax benefits of $4.1 million related teestment income offset by deferred taxes
of $1.9 million related to accrued compensation.

Deferred tax benefits in 2005 include $5.3 millr@hated to property and equipment offset by detetages of $1.5 million related to accrued
compensation. Deferred benefits in 2005 also ire$®.8 million arising from foreign net operatirog$ carryforwards, including $2.4 millic
from 2005 operations and $1.4 million from the rse¢ of a previously provided valuation allowaneepwior year losses. During 2005, we
developed a tax-planning strategy that makes iertikely than not that we would be able to realizeubstantial portion of this deferred tax
benefit.

Deferred tax benefits in 2006 include $17.8 millresulting from stock option-based compensatioreagp recognized in our operating
results for 2006 in accordance with SFAS 123R.

The net deferred tax recognized in our balancetsheledes the following components (in milliong)ecember 31.

2005 2006

Deferred tax liabilitie:
Arising from unrealized holding gail $ (26.]) $ (37.5)
Other (3.9 (3.9
(29.7) (41.9

Deferred tax asse

Related to stoc-based compensatic A 18.€
Related to investment incor 10.1 5.4
Related to property and equipmi 5.3 7.3
Related to accrued compensat 4.8 4.7
Foreign net operating loss carryforwards that dioexpire 3.8 6.3
Other 1.6 3.C
26.C 45.%
Net deferred tax asset (liabilit $ (3.9 $ 4C

Our balance sheets include the 2006 net deferrealstset in other assets and the 2005 net defexxdibility in income taxes payable.

Cash outflows from operating activities includedme taxes paid of $164.6 million in 2004, $188.0iawi in 2005, and $272.8 million in
2006.

Operating cash inflows include income tax bene&fit$63.5 million in 2004, $52.3 million in 2005 af66.8 million in 2006 arising from

stock option exercises and the vesting of restfisteares that reduced the amount of income tax¢svibuld have otherwise been payable. As
a result of the adoption of SFAS 123R and our mladb use the alternative transition method taaat for tax benefits recognized in
additional paid-in capital, operating cash outfldwesn other changes in assets and liabilities @amahiting cash inflows from stock option
exercises and vested restricted shares includiedeiax benefits in 2006 of $65.7 million that reduhe amount of income taxes otherwise
payable. These tax benefits have been recognizetddkholders’ equity as additional capital in esccef par value.

The following table reconciles the statutory fed@raome tax rate to the effective income tax rate.

2004 2005 2006
Statutory U.S. federal income tax ri 35.(% 35.(% 35.(%
State income taxes for current year, net of fedacame tax benefit 2.3 2.4 2.7
Other items _(.5 _(.8 _ .6
Effective income tax rat 36.£% 36.€% 38.2%

NOTE 9— COMMON STOCK AND STOCK-BASED COMPENSATION PROGRAS4
REPURCHASE AUTHORIZATION.
As of December 31, 2006, the Board of Directors&ghorized the future repurchase of up to 3,78@#nmon shares.

DIVIDENDS.
Cash dividends declared per share were $.40 in, 20885 in 2005, and $.59 in 2006.
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SHARES AUTHORIZED FOR STOCK-BASED COMPENSATION PREGGMS.

At December 31, 2006, 65,372,895 shares of unissoeunon stock were reserved for issuance undestook-based compensation plans.
Additionally, 3,360,000 shares are reserved fardase under a plan whereby substantially all engg@eymay acquire common stock through
payroll deductions at prevailing market prices. bédeve that our stock-based compensation progedigns the interests of our employees
and directors with those of our common stockholders

STOCK OPTIONS.

The following table summarizes the status of arahges in our stock option grants during 2006.

Weightec-
average
Weightec- remaining
average contractua
exercise term (in
Options price years)
Outstanding at beginning of 20! 45,896,84 $21.4%
Annual grants 5,655,00! $46.0¢
Reload grant 1,046,85! $41.1(
Exercisec (8,375,05) $16.3¢
Forfeited or cancelle (452,899 $28.6¢
Outstanding at end of 20( 43,770,75 $25.9i 6.2
Exercisable at end of 20! 25,849,23 $20.6( 4.7

The total intrinsic value of options exercised W493.4 million in 2004, $165.4 million in 2005, a##13.1 million in 2006. At December :
2006, the aggregate intrinsic value of options tamiding was $792.8 million and of options exerdisatas $599.1 million.

STOCK AWARDS.

The following table summarizes the status of arghges in our nonvested restricted shares andatestistock units during 2006.

Weightec-

Restrictec average

Restrictec stock gran-date

shares units fair value
Nonvested at beginning of 20 63,00( — $32.6:
Granted 74,00( 36,00( $45.8¢
Vested (value at vest date was $1.3 milli (30,500 — $32.6:2
Forfeited (2,000 — $32.6:
Nonvested at end of 20! 104,50( 36,00( $43.01

FUTURE STOCK-BASED COMPENSATION EXPENSE.

The following table (in millions) presents the cognpation expense to be recognized over the sepastiag periods of the 17,921,520
nonvested options and 140,500 restricted sharesesiritted stock units outstanding at Decembe8@6. Estimated future compensation
expense will change to reflect future option graimsluding reloads; future awards of unrestrictbdres, restricted shares, and restricted
units; changes in estimated forfeitures; and adjasts for actual forfeitures.

First quarter 200 $ 154
Second quarter 20( 15.5
Third quarter 200 15.2
Fourth quarter 200 11.€
2008 through 201 60.¢
Total $ 118.7
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NOTE 10— OTHER COMPREHENSIVE INCOME.

The following table reconciles our unrealized hofflgains and losses (in millions) to that recoghireother comprehensive income.

2004 2005 2006

Unrealized holding gains on our investments in spoed mutual fund $ 21: $ 121 $ 38.C
Less gains on mutual fund investments realizedhieranvestment income, using average

cost .8 .0 6.3

20.t 12.1 31.7

Unrealized holding gains (losses) on debt secariigd by our savings bank subsidi (.6) (1.5 5

19.€ 10.€ 32.2

Deferred income taxe (7.0 (3.9 11.9)

Unrealized holding gains recognized in other corhensive incom: $ 12.¢ $ 6.8 $ 20.t

The components of accumulated other comprehensogerie (in millions) at December 31, 2006 are preesebelow.
Unrealized holding gains (losses)

Investments in sponsored mutual ful $ 108.c
Debt securities held by savings bank subsid (1.9

Deferred income taxe (37.9

NOTE 11— OTHER DISCLOSURES.

We occupy certain office facilities and rent comgrund other equipment under noncancelable opgrisases. Related rental expense was
$21.3 million in 2004, $23.5 million in 2005, an@41 million in 2006. Future minimum rental paynesenhder these leases aggregate
$23.6 million in 2007, $22.5 million in 2008, $20ndillion in 2009, $19.4 million in 2010, $19.5 nidh in 2011, and $108.3 million in later
years.

In the second quarter of 2006, we voluntarily terateéd our $300 million bank-syndicated credit facil

Our consolidated stockholders’ equity at Decemier2B06, includes $47.1 million that is restrictedto use by various regulations and
agreements arising in the ordinary course of ogirass.

From time to time, various claims against us anse ordinary course of business, including emplent-related claims. In the opinion of
management, after consultation with counsel, iinikkely that pending claims will have a materidivarse effect on our financial position or
results of operations.

Compensation expense recognized for our definetfibation retirement plans was $32.4 million in 20635.7 million in 2005, and
$38.8 million in 2006.

NOTE 12— SUPPLEMENTARY QUARTERLY FINANCIAL DATA (Unauditefl

Basic Diluted
earnings earnings
Net Net per per
revenues income share share
(in thousands
2005
1st quarte $357.( $ 94.z $.3€ $.34
2nd quarte $363.5 $102.¢ $.4C $.38
3rd quartel $388.¢ $116. $.45 $.423
4th quarte $402.¢ $117.€ $.45 $.43
2006
1st quarte $429.¢ $116.7 $.44 $.42
2nd quarte $446.( $135.7 $.51 $.4¢
3rd quartel $450.¢ $128.: $.4¢ $.4€
4th quarte $489.1 $148.¢ $.5€ $.523

The sum of quarterly earnings per share may natleannual earnings per share because the commsgatie done independently.
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Item 9. Changes in and Disagreements with Accountéon Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.

Our management, including our principal executing principal financial officers, has evaluated #fiectiveness of our disclosure controls
and procedures as of December 31, 2006. Our disel@®ntrols and procedures are designed to progakonable assurance that the
information required to be disclosed by us in thgarts that we file or submit under the Securiisshange Act of 1934, including this Form
10-K annual report, is appropriately recorded, pssed, summarized and reported within the timeg@specified by the Securities and
Exchange Commission. Based on that evaluationponcipal executive and principal financial offisgnrave concluded that our disclosure
controls and procedures as of December 31, 208&factive at the reasonable assurance level.

Our management, including our principal executind principal financial officers, has evaluated ahgnge in our internal control over
financial reporting that occurred during the fouytiarter of 2006, and has concluded that therenwashange during the fourth quarter of
2006 that has materially affected, or is reasonbkdjy to materially affect, our internal controver financial reporting.

Management’s report on our internal control oveaficial reporting and the related attestation itepidK PMG LLP follow.
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Report of Management on Internal Control Over Finarcial Reporting

To the Stockholders of T. Rowe Price Group, Inc.:

We, together with other members of management &dlve Price Group, are responsible for establisamdymaintaining adequate internal
control over the company’s financial reporting elmtal control over financial reporting is the pregelesigned under our supervision, and
effected by the company’s board of directors, manazant and other personnel, to provide reasonabigace regarding the reliability of
financial reporting and the preparation of the camys financial statements for external purposescitordance with accounting principles
generally accepted in the United States of America.

There are inherent limitations in the effectivenesmternal control over financial reporting, inding the possibility that misstatements may
not be prevented or detected. Accordingly, eveectiffe internal controls over financial reportirangrovide only reasonable assurance with
respect to financial statement preparation. Funiioee, the effectiveness of internal controls caange with circumstances.

Management has evaluated the effectiveness ofigteontrol over financial reporting as of Decem®g&y 2006, in relation to criteria
described irnternal Control-Integrated Framewoi&sued by the Committee of Sponsoring Organizatifrise Treadway Commission
(COSO0). Based on management’s assessment, wedbtavthe company’s internal control over finahégorting was effective as of
December 31, 2006.

KPMG LLP, an independent registered public accagntirm, has audited our financial statements énatincluded in this annual report and
expressed an unqualified opinion thereon. KPMG bBB also expressed an unqualified opinion on maneages assessment of, and the
effective operation of, our internal control overaincial reporting as of December 31, 2006.

February 7, 2007

/sl James A.C. Kennedy
Chief Executive Officer and President

/s/ Kenneth V. Moreland
Vice President and Chief Financial Officer
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Report of Independent Registered Public Accourfinm

The Board of Directors and Stockholders
T. Rowe Price Group, Inc.:

We have audited management’s assessment, inclodbd accompanying Report on Internal Control Géieancial Reporting, that T. Rowe
Price Group, Inc. and subsidiaries (“the Compamyd)ntained effective internal control over finaregporting as of December 31, 2006,
based on criteria establishedimiernal Control—Integrated Framewoi&sued by the Committee of Sponsoring Organizatifribe
Treadway Commission (COSQO). The Company’s manageimeasponsible for maintaining effective internoahtrol over financial reporting
and for its assessment of the effectiveness ofriateontrol over financial reporting. Our respduildy is to express an opinion on
management’s assessment and an opinion on théiedfeess of the Company’s internal control oveaficial reporting based on our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting OversightriBq@nited States). Those stande
require that we plan and perform the audit to ebtagsonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordwer financial reporting, evaluating
management’s assessment, testing and evaluatirpiign and operating effectiveness of internatrobrand performing such other
procedures as we considered necessary in the @tanoes. We believe that our audit provides a redde basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesamssuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over firgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and (8jige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@izé statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadégbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, management’s assessment that thep@oy maintained effective internal control oveaficial reporting as of December 31,
2006, is fairly stated, in all material respectssdd on criteria establishedliiernal Control—Integrated Framewor&sued by the Committ
of Sponsoring Organizations of the Treadway Comimims@COSO). Also, in our opinion, the Company mainéd, in all material respects,
effective internal control over financial reportiag of December 31, 2006, based on criteria estadliininternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatidriee Treadway Commission (COSO).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated
balance sheets of T. Rowe Price Group, Inc. andidiabies as of December 31, 2006 and 2005, ancethted consolidated statements of
income, stockholders’ equity, and cash flows farteaf the years in the three-year period ended mDbee 31, 2006, and our report dated
February 7, 2007, expressed an unqualified opiaiothose consolidated financial statements.

/sl KPMG LLP

Baltimore, Maryland
February 7, 2007
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Item 9B. Other Information.

None.

PART IlI

Item 10. Directors, Executive Officers and Corpora¢ Governance.

Information required by this item as to the idgnéfion of our executive officers is furnished iseparate item at the end of Part | of this
Report. Other information required by this iteninisorporated by reference from the definitive pratgtement required to be filed pursuar
Regulation 14A for the 2007 Annual Meeting of otackholders.

Item 11. Executive Compensation.

Item 12. Security Ownership of Certain Beneficial Qvners and Management and Related Stockholder Matter.

Item 13. Certain Relationships and Related Transa@ns, and Director Independence.

Item 14. Principal Accountant Fees and Services.

Information required by these items is incorpordigdeference from the definitive proxy statemeuired to be filed pursuant to
Regulation 14A for the 2007 Annual Meeting of otackholders.

PART IV

Item 15. Exhibits, Financial Statement Schedules.

The following documents are filed as part of thiEpart.
(1) Financial Statements: See Item 8 of Pat
(2) Financial Statement Schedules: Nc

(3) The following exhibits required by Item 606fLRegulation S-K are filed herewith, except fothibit 32 which is furnished
herewith. Management contracts and compensatong plad arrangements are filed as Exhibits 10.@fugir 10.18

3()) Amended and Restated Charter of T. Rowe Price Giogpas of March 9, 2001. (Incorporated by refes=from Form 10-
K for 2000; Accession No. 0001113%01-000003.)

3(ii) Amended and Restated By-Laws of T. Rowe Price Grng as of December 12, 2002. (Incorporated bsremce from
Form 1(-K for 2002; Accession No. 00009502-03-000699.)

10.01 Representative Investment Management Agreementmatst of the T. Rowe Price mutual funds. (Incorpexteby reference
from Form M-1A; Accession No. 00012678-04-000002.)

10.0z Representative Underwriting Agreement between eadhe T. Rowe Price mutual funds and T. Rowe Plineestment
Services, Inc. (Incorporated by reference from Fbl-1A; Accession No. 00012678-03-000003.)

10.0: Transfer Agency and Service Agreement dated aarafaly 1, 2006, between T. Rowe Price Servicesaimt the T. Rowe
Price Funds. (Incorporated by reference from Fog®BBPOS; Accession No. 0001012+-06-000006.)

10.0¢ Agreement dated January 1, 2006, between T. Roise Retirement Plan Services, Inc. and certaiteflt. Rowe Price
Funds. (Incorporated by reference from Form 485BP&a8ession No. 00010126-06-000006.)

10.0t Second Amended, Restated and Consolidated Leasegnt dated November 9, 2004, between East Rre¢t S
Associates Limited Partnership and T. Rowe Pricgo8mtes, Inc. (Incorporated by reference from Fb@aK for 2004;
Accession No. 00009501-05-000815.)

10.0€ 1995 Director Stock Option Plan. (Incorporated &ference from Form DEF 14A; Accession No. 000093-95-000009.)

10.07 1998 Director Stock Option Plan, as Amended anda®ed effective December 16, 2004, including fooheption
agreements. (Incorporated by reference from For-K for 2004; Accession No. 00009502-05-000815.)

10.0¢ Schedule of Non-Employee Director Compensatiorgatife January 1, 2005. (Incorporated by referdroma Form 10-K
for 2004; Accession No. 0000950:-05-000815.)

10.0¢ T. Rowe Price Group, Inc. Outside Directors Deféit@mpensation Plan. (Incorporated by referenaa fform 10-K for
2004; Accession No. 00009507-05-000815.)
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10.10 1993 Stock Incentive Plan. (Incorporated by refeesinom Form -8 Registration Statement [File No.-72568].)
10.11 1996 Stock Incentive Plan. (Incorporated by refeeginom Form DEF 14A; Accession No. 000100€-96-000031.)
10.12 2001 Stock Incentive Plan. (Incorporated by refeeginom Form DEF 14A; Accession No. 0001113-01-000002.)

10.13 First Amendment to 2001 Stock Incentive Plan datpedl 8, 2004. (Incorporated by reference from FddEF 14A,;
Accession No. 00011131-04-000023.)

10.14 2004 Stock Incentive Plan. (Incorporated by refeesinom Form DEF 14A; Accession No. 0001112-04-000023.)

10.15 Forms of option agreements available for awardsrapnishment options issued under the 2001 afid 3fock Incentive
Plans. (Incorporated by reference from Forr-K for 2004; Accession No. 00009502-05-000815.)

10.16 Annual Incentive Compensation Pool. (Incorporatgddference from Form DEF 14A; Accession No. 00RIBD-03-
000001.)

10.17 Consulting Agreement dated January 31, 2006, veithed S. Riepe. (Incorporated by reference from BeHrCurrent
Report dated January 31, 2006; Accession No. OGIIE-06-000434.)

10.18 Consulting Agreement dated January 23, 2007, wébr@e A. Roche. (Incorporated by reference fromm=8+K Current
Report dated January 23, 2007; Accession No. 0GIE-07-000205.)

14 Code of Ethics for Principal Executive Officer aBénior Financial Officers of T. Rowe Price Groups.lunder the
Sarbane-Oxley Act of 2002. (Incorporated by reference freorm 1(-K for 2003; Accession No. 00009501-04-000683.)

21 Subsidiaries of T. Rowe Price Group, |

23 Consent of Independent Registered Public Accouriing, KPMG LLP.
31(i).1 Rule 13i-14(a) Certification of Principal Executive Offict

31(i).2 Rule 13i-14(a) Certification of Principal Financial Office

32 Section 1350 Certification

SIGNATURES

Pursuant to the requirements of Section 13 of #mufities Exchange Act of 1934, the registrantchdyg caused this report to be signed on its
behalf by the undersigned, thereunto duly authdripe February 7, 2007.

T. Rowe Price Group, Inc.
By: /s/ James A.C. Kennedy, Chief Executive Offiaad President

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities indicated eorrary 7, 2007.

/sl James A.C. Kennedy, Chief Executive Officer Bnelsident, Director

/sl Kenneth V. Moreland, Vice President and ChiefRcial Officer

/sl Joseph P. Croteau, Vice President and Treafeniecipal Accounting Officer)
/sl Brian C. Rogers, Chairman of the Board of Divex

/s/ Edward C. Bernard, Vice Chairman of the BodrDicectors

/sl James T. Brady, Director

/sl J. Alfred Broaddus, Jr., Director

/s/ Donald B. Hebb, Jr., Director

/sl Alfred Sommer, Director

/s/ Dwight S. Taylor, Director

/s/ Anne Marie Whittemore, Director
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SUBSIDIARIES OF T. ROWE PRICE GROUP, INC.
DECEMBER 31, 2006

EXHIBIT 21

Subsidiary companies and place of incorpora Ownershig
T. Rowe Price Advisory Services, Inc. (Marylal 10(%
T. Rowe Price Associates, Inc. (Maryla 100(%
T. Rowe Price (Canada), Inc. (Marylar 100(%
T. Rowe Price Investment Services, Inc. (Maryle 100(%
T. Rowe Price Retirement Plan Services, Inc. (Marg) 10C%
T. Rowe Price Savings Bank (Marylar 100(%
T. Rowe Price Services, Inc. (Marylar 10(%
TRP Finance, Inc. (Delawar 10(%
T. Rowe Price International, Inc. (Marylar 10(%

T. Rowe Price Global Asset Management Limited (EehiKingdom) 10C%
T. Rowe Price Global Investment Services Limitedi(ed Kingdom) 10C%

Other subsidiaries have been omitted because, edresidered in the aggregate, they do not consttgignificant subsidiary.






EXHIBIT 23

Consent of Independent Registered Public Accouriing

The Board of Directors
T. Rowe Price Group, Inc.:

We consent to the incorporation by reference irrégéstration statements on Form S-8 (No. 33-70l1,33-72568, No. 33-58749, No. 333-
20333, No. 333-90967, No. 333-59714, No. 333-120882No. 333-120883) of T. Rowe Price Group, If@w reports dated February 7,
2007, with respect to the consolidated balancetst#d. Rowe Price Group, Inc. and subsidiariesfd3ecember 31, 2006 and 2005, and
related consolidated statements of income, stodens! equity and cash flows for each of the yeauthé three-year period ended

December 31, 2006, management’s assessment df¢cgveness of internal control over financial oefing as of December 31, 2006, and
the effectiveness of internal control over finahcgporting as of December 31, 2006, which repapigear in the December 31, 2006, Annual
Report on Form 10-K of T. Rowe Price Group, Inc.

/sl KPMG LLP

Baltimore, Maryland
February 7, 2007






EXHIBIT 31(i).1

RULE 13a-14(a) CERTIFICATION OF PRINCIPAL EXECUTIVEFFICER
I, James A.C. Kennedy, certify that:
1. I have reviewed this report on Form 10-K of Dwr Price Group, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls andguoes, or caused such disclosure controls aneéguoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

(b) Designed such internal control over finahreporting, or caused such internal control dugancial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and predeém this report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change inrégistrant’s internal control over financial refog that occurred during the registrant’s fourth
fiscal quarter that has materially affected, aeissonably likely to materially affect, the regasit’s internal control over financial reporting;
and

5. The registrang other certifying officer and | have disclosedsdhon our most recent evaluation of internal @miver financial reporting
to the registrant’s auditors and the audit commitibthe registrant’s board of directors:

(a) All significant deficiencies and matenedaknesses in the design or operation of interoratrol over financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatolves management or other employees who hawgnéisant role in the registrant’s internal
control over financial reporting.

February 7, 2007
/s/ James A.C. Kennedy, Chief Executive Officer Bnelsident






EXHIBIT 31(i).2

RULE 13a-14(a) CERTIFICATION OF PRINCIPAL FINANCIADFFICER
I, Kenneth V. Moreland, certify that:
1. I have reviewed this report on Form 10-K of Dwr Price Group, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls andguoes, or caused such disclosure controls aneéguoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

(b) Designed such internal control over finahreporting, or caused such internal control dugancial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and predeém this report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change inrégistrant’s internal control over financial refog that occurred during the registrant’s fourth
fiscal quarter that has materially affected, aeissonably likely to materially affect, the regasit’s internal control over financial reporting;
and

5. The registrang other certifying officer and | have disclosedsdhon our most recent evaluation of internal @miver financial reporting
to the registrant’s auditors and the audit commitibthe registrant’s board of directors:

(a) All significant deficiencies and matenedaknesses in the design or operation of interoratrol over financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatolves management or other employees who hawgnéisant role in the registrant’s internal
control over financial reporting.

February 7, 2007
/sl Kenneth V. Moreland, Vice President and ChiefFRcial Officer






EXHIBIT 32

SECTION 1350 CERTIFICATIONS

We certify, to the best of our knowledge, basednupoeview of the Form 1B-Annual Report for the fiscal year ended Decen83gr2006 o
T. Rowe Price Group, Inc., that:

(1) The Form 10-K Annual Report fully complies witie requirements of Section 13(a) of the Secgriiechange Act of 1934, as amended,;
and

(2) The information contained and incorporateddfgrence in the Form 10-K Annual Report fairly grats, in all material respects, the
financial condition and results of operations oRbwe Price Group, Inc.

February 7, 2007

/s/ James A.C. Kennedy, Chief Executive Officer Bnelsident

/sl Kenneth V. Moreland, Vice President and ChiefiFRcial Officer

A signed original of this written statement hasrbpeovided to T. Rowe Price Group and will be ne¢gi by T. Rowe Price Group and
furnished to the Securities and Exchange Commigsidts staff upon reques



