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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 providmttividual and institutional investors in the sporesd 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 intpaicevenues 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 Investrgevices. The late Thomas Rowe Price, Jr., begaaduisory business in 1937, and the
common stock of T. Rowe Price Associates was diffetred to the public in 1986. The T. Rowe Pric@@r corporate holding company
structure was established in 2000.

Our assets under management are accumulated fdiveraified client base across four primary disttibn channels: third-party financial
intermediaries that distribute our managed investrpertfolios in the U.S. and other countries; wnidiual U.S. investors on a direct basis;
U.S. defined contribution retirement plans; anditngonal investors in the U.S. and other courstrie

We manage a broad range of U.S. and internatidock sblended asset, bond, and money market mfutnes and other investment portfol
that are designed to meet the varied and changiadsand objectives of individual and institutiomakstors. Mutual fund shareholders can
exchange balances among mutual funds as permitied economic and market conditions and their ineest 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 investnoeigay clients. We will open a new
mutual fund if we believe that its objective wik liseful for investors over a long period. Convgrsge may also limit new investments into
a mutual fund in order to maintain the integritytloé fund’s investment strategy and to protectnkerests of its existing shareholders. At
present, the following funds are closed to all nevestors.

Fund Date Close(
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 fr@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 distibjative that is described in each fund’s prospediwvestment management of other
client portfolios includes approaches similar tosth employed in the Price funds. Equity investnsénattegies may emphasize large-cap, mid-
cap or small-cap investing; growth, value or coreesting; and U.S., global, or international inwregst We also offer systematic, tax-efficient,
and blended equity and asset allocation investsteatiegies including target retirement-date investihportfolios, 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 digidhunanagement service for the disposition of gogecurities received from third-party
venture capital investment pools.

We employ fundamental and quantitative securityheses in the performance of the investment advisangtion. We maintain substantial
internal equity and fixed income investment reseaapabilities. We perform original industry anangany research using such sources as
inspection of corporate activities, managementuntgvs, 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 researetded by brokerage firms and security analysis supportive capacity and information
received from private economists, political obsesyeommentators, government experts, and markdysta. Our stock selection process for
some investment portfolios is based on quantitaivayses using computerized data modeling.
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We also provide certain administrative servicearasllary services to our investment advisory defhese administrative services are
provided by several of our subsidiary companiesiaaldide mutual fund transfer agent, accountingl, stmareholder services; participant
recordkeeping and transfer agent services for défgontribution retirement plans investing in oporssored mutual funds; discount
brokerage; and trust services. More than 90% ofduministrative revenues in 2008 were determinasgd@n the recovery of expenses
incurred to provide the related services. Changesir administrative revenues and related expetisegfore, do not significantly affect our
operating or net income.

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

2008 DEVELOPMENTS.

Total assets under our management decreased $dii®i7 over the course of 2008 and ended the p&&276.3 billion, including nearly
$188 bhillion held in retirement accounts and vadgamnuity investment portfolios. Our year-end &ssader management include
$196.9 billion in equity and blended asset investinpartfolios and $79.4 billion in fixed income mstment portfolios. The investment
portfolios that we manage consist of $164.4 billiothe T. Rowe Price mutual funds distributedhia United States and $111.9 billion in
other investment portfolios, including separatenmaged accounts, sub-advised funds, and other@gohisivestment funds offered to
investors outside the U.S. and through variableugytife insurance plans in the U.S. Non-U.S. dollienominated securities account for
about $37 billion of our year-end assets under mamant.

Five Price funds — Growth Stock, Equity Income, Midp Growth, Blue Chip Growth, and Capital Appréoia— at December 31, 2008,
accounted for nearly 25% of investment advisorenees in 2008 and 19% of assets under managemnatainber 31, 2008.

Our international clients account for nearly 10%oof total assets under management at Decemb@068&, up from 9% at the beginning of
the year.

The firm’s long-term investment advisory resultitige to our peers remain good, with 78% of thé&kdwe Price funds across their share
classes surpassing their comparable Lipper avexaygeadotal return basis for the five-year periaded December 31, 2008, at least 67%
outperforming the average for the three- and 10-pedods, and 54% outperforming for the grear period. In addition, T. Rowe Price stc
bond and blended asset funds that ended the guattean overall rating of four or five stars frddorningstar account for more than 58% of
our rated funds’ assets under management.

In the unsettled financial market environment dd&0nvestors entrusted net inflows of $17.1 hillio our management in 2008. During the
first half of the year, net inflows were $17.8 loill. The steep financial market downturn and exérenarket volatility caused investors to be
more cautious in the second half of 2008 and wegapced net outflows of $.7 billion. See the Baokimd section of Management's
Discussion and Analysis of Financial Condition &w®bults of Operations in Item 7 of this reportrifwore information on the market
environment in which we operated during 2008.

PRICE FUNDS. We provide investment advisory, disttion and other administrative services to thedfiinds 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 Investmarh@any Act of 1940), must approve the investmemagament agreements annually.
Fund shareholders must approve material changbgs$e investment management agreements. Each agreantomatically terminates in
the event of its assignment (as defined in thedtment Company Act) and, generally, either party teaminate the agreement without
penalty after a 60-day notice. The termination e or more of these agreements could have a nadyiarse effect on our results of
operations.

Advisory Serviceslnvestment advisory revenues are determined daggd on the net assets managed in each fund. ddlitevenues are
earned for advisory-related administrative servaegsdiscussed below. Independent directors antb&si®f the Price funds regularly review
our fee structures.

The advisory fee paid monthly by each of the Phirals is generally computed on a daily basis bytigiying a fund’s net assets by a spec
fee rate. For the majority of the Price funds,fédis equal to the sum of an individual fund cleatttat is set based on the fund’s specific
investment objective and a group charge that ibastd on the aggregate net assets of those flimeléndividual fund charge for each of our
four largest funds — Growth Stock, Equity IncomadMap Growth, and Blue Chip Growth is-a weighted average determined by appl

a 15% reduction for net assets in excess of $1ibrbiio the base individual fund rate. The grouprge is derived from a tiered fee schedule.
The effective group charge when combined net assetsed $160 billion is calculated based on a viedyaverage fee across pricing tiers of
31.025 basis points for the first $160 billion @tmassets, plus 29 basis points on the next $686rbdf net assets and 28.5 basis points on net
assets in excess of $220 billion. To the extentttrcombined net assets of the funds increasaribup charge component of a fund’s
advisory fee rate, and therefore the advisory &e paid by each fund, will decrease.

Our 2008 fee rates determined in the above mawndufds available to individual investors that act subject to expense limitations vary
from a low of 31 basis points for the U.S. Treaduryds to a high of 106 basis points for the Enregdturope & Mediterranean, Emerging
Markets Stock, International Discovery, and Latiméyica funds. Details of each fund’s fee arrangeraemavailable in its prospectus.
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Each of the Price funds has a distinct investmbjgative that has been developed as part of oategly 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 alsoroffdvisor and R classes of shares that are diggtbto mutual fund shareholders and
defined contribution retirement plans, respectiyvéityough third-party financial intermediaries. $beshare classes incur 12b-1 fees of 25 and
50 basis points, respectively, for distributionméwistration, and personal services. Our subsidiiriRowe Price Investment Services, is the
principal distributor of the T. Rowe Price mutuahfls and enters into agreements with each inteemedPayment 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 otiperating expenses in the consolidated
statement of income, the corresponding paymertesd fees from each fund to the third-party finanotermediaries. The revenue that we
recognize from the funds and the expense that eagréze for the fees paid to third party intermeégare 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 admétige services help promote the stabi
of our fund assets under management through meykéss.

Each Price fund typically bears all expenses aasattiwith its operation and the issuance and retiempf its securities. In particular, each
fund pays investment advisory fees; shareholdeiceg fees and expenses; fund accounting feesapdnses; transfer agent fees; custodian
fees and expenses; legal and auditing fees; expehgeeparing, 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 Sitfumds each have single, all-
inclusive fees covering all investment managemadtaperating expenses. Each of the funds in thessef Spectrum Funds and in the series
of target-date Retirement Funds invest in a broddigrsified portfolio of other Price funds and kaw separate investment advisory fee.
However, they indirectly bear the expenses of timel§ in which they invest. Mutual funds for indtikumal investors 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 12lfees, we bear all advertising and promotion egpsrassociated with our distribution of the Prigeds. Thes
costs are recognized currently, and include adsiegiand direct mail communications to potenti@dghareholders as well as substantial
staff and communications capabilities to responititestor inquiries. Marketing and promotional effoare focused in the print media,
television, and the Internet. In addition, we direensiderable marketing efforts to defined comnifiiin plans that invest in mutual funds.
Advertising and promotion expenditures vary overdibased on investor interest, market conditioew, investment offerings, and the
development and expansion of new marketing initéstj including enhancements to our web site.

Administrative ServicedNe provide advisory-related administrative servitmethe Price funds through our subsidiaries. Tw®rice
Services provides mutual fund transfer agency aadeholder services, including maintenance of stadilities, 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, preparationmdiriicial statements and reports, daily valuatiopooffolio securities and computation of
daily net asset values per share. T. Rowe PriciedRegnt Plan Services provides participant accogniplan administration and transfer a¢
services for defined contribution retirement plémat invest in the Price funds. Plan sponsors amticfpants 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 investrrmngualified retirement plans and serve as trusteeetirement 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 non-discretionary advisory planrsagvices to fund shareholders and potential imvedhrough our subsidiary T. Rowe
Price Advisory Services. These services are limiteztope and include retirement planning servisash as saving for retirement,
transitioning into retirement, and income in ratieEnt. An investment portfolio evaluation servicaisintegral part of these services. An
ongoing checkup service is also available to assishvestor in remaining on track to achieve tfiaancial goals.

Fund AssetsAt December 31, 2008, assets under our manageméma Price funds aggregated $164.4 billion, aehes® of 33% or

$81.6 billion from the beginning of the year. Tiodldwing table presents the net assets (in billj@fur largest funds (net assets in excess of
$.5 billion at December 31) and the year each fuasg started. The Spectrum and Retirement seriemd$§ are not presented in the table
because their assets are already included in ttheriymg funds.
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2007 2008

Stock funds

Balanced (1991 $ 3.1 $ 2.C
Blue Chip Growth (1993 12.¢ 7.5
Capital Appreciation (198¢ 10.5 6.7
Dividend Growth (1992 9 7
Emerging Europe & Mediterranean (20( 1.8 3
Emerging Markets Stock (199 4.8 2.3
Equity Income (1985 23.2 13.¢
Equity Index 500 (199C 10.z 7.€
European Stock (1991 1.1 .6
Global Stock (1995 9 .6
Growth & Income (1982 1.4 .8
Growth Stock (1950 26.1 14.¢
Health Sciences (199 2.3 1.7
Institutional Larg-Cap Growth (2001 14 1.C
Institutional Mic-Cap Equity Growth (199¢ 5 .3
Institutional Sma-Cap Stock (200C 15 3
International Discovery (198t 3.C 1.3
International Equity Index (200( .6 3
International Growth & Income (199 3.C 2.C
International Stock (198( 7.1 3.8
Latin America (1993 3.7 1.3
Media & Telecommunications (199 2.1 9
Mid-Cap Growth (1992 17.7 9.8
Mid-Cap Value (1996 75 4.5
New America Growth (198t 9 5
New Asia (1990 5.€ 1.8
New Era (1969 6.8 3.2
New Horizons (1960 7.2 4.1
Overseas Stock (200 1.t 1.3
Personal Strategy Balanced (19 1.4 1.C
Personal Strategy Growth (19¢ 1.2 7
Personal Strategy Income (19¢ 7 .6
Real Estate (199" 2.C 1.€
Science & Technology (198 3.1 1.6
Smal-Cap Stock (1992 6.€ 3.8
Smal-Cap Value (1988 5.€ 4.C
Total Equity Market Index (199¢ 5 4
Value (1994, 7.8 5.8
Other funds 3.2 2.4
200.€ 117.¢

Bond and money market func
Emerging Markets Bond (199 7 15
GNMA (1985) 1.3 14
High Yield (1984) 5.2 4.3
Institutional Floating Rate Fund (20C — .6
Institutional High Yield (2002 15 .6
International Bond (198¢ 2.8 2.€
Maryland Ta-Free Bond (1987 1.4 1.3
New Income (1973 7.€ 6.7
Prime Reserve (197! 6.C 6.7
Shor-Term Bond (1984 1.€ 1.6
Shor-Term Income (200€ 1.3 1.2
Summit Cash Reserves (19¢ 5.7 6.4
Summit Municipal Intermediate (199 .6 .8
Tax-Exempt Money (1981 1.1 1.C
Tax-Free High Yield (1985 14 1.1
Tax-Free Income (197¢ 1.6 1.7
Tax-Free Sho-Intermediate (1982 15 .6
U.S. Treasury Money (198; 1.2 2.2
Virginia Tax-Free Bond (1991 .6 .6
Other funds 4.C 4.3
45.4 46.5
$ 246.C $ 164.




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

OTHER INVESTMENT PORTFOLIOS. We managed $111.9dmillat December 31, 2008, in other client investnpemtfolios, down

$42.1 billion from the beginning of the year. Weyide investment advisory services to these clithmtsugh our subsidiaries on a separately
managed or sub-advised account basis and througisered investment portfolios, such as common fumsts, Luxembourg-based mutual
funds, and variable annuity life insurance plansDAcember 31, these portfolios included the follapinvestment assets:

2007 2008
U.S. stocks $ 94.7 $ 624
International stock 26.Z 16.€
Stable value asse 13.€ 15.7
Bonds and money market securit 19.4 17.2
$ 154.C $ 111.€

Our fees for managing these investment portfolrescamputed using the value of assets under ouagesment. In 2008, over 50% of these
advisory fees were recognized based on daily vialust The balance of these managed investmenifiogtfare generally billed quarterly,
with end of billing period values accounting folR8®f our 2008 revenues. Average month-end valustimtount for about 15% of revenues
while beginning of period values were the basiddes than 5% of our fees.

We charge fees for investment management to tHiesgscbased on, among other things, the specifiestment services to be provided. Our
standard form of investment advisory agreementlient accounts provides that the agreement mdgripg@nated at any time and that any
unearned fees paid in advance will be refunded.

Our largest client account relationship outsideTthRowe Price funds is with a third-party finaréreermediary that accounted for 4% of our
investment advisory revenues in 2008.

REGULATION. T. Rowe Price Associates, T. Rowe Piiternational, T. Rowe Price Global Investment®ess, T. Rowe Price (Canada),
and T. Rowe Price Advisory Services are registerngd the SEC as investment advisers under the tmarst Advisers Act of 1940. T. Rowe
Price Global Investment Services and T. Rowe Rriternational are regulated by the Financial Sexwi8uthority (FSA) in Great Britain ar
in certain cases, by other foreign regulators. ansfer agent services subsidiaries are registerddr the Securities Exchange Act of 1934,
and our trust company is regulated by the StatMafyland, Commissioner of Financial RegulationRbwe Price Savings Bank is regulated
by the Office of Thrift Supervision, U.S. Departmefithe Treasury. T. Rowe Price (Canada) is agistered with several of the provincial
securities commissions in Canada.

T. Rowe Price Investment Services is a registereldr-dealer and member of the Financial Induseguiatory Authority (FINRA) and the
Securities Investor Protection Corporation. We piexdiscount 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 andscébtransactions.

All aspects of our business are subject to exterfgigeral, state and foreign laws and regulatibhese laws and regulations are primarily
intended to benefit or protect our clients andRhiee funds’ shareholders. They generally granestigory agencies and bodies broad
administrative powers, including the power to limitrestrict the conduct of our business in theneteat we fail to comply with laws and
regulations. Possible sanctions that may be imposags in the event that we fail to comply incldkde suspension of individual employees,
limitations on engaging in certain business adésifor specified periods of time, revocation of swestment adviser and other registrations,
censures, and fines.

Certain of our subsidiaries are subject to nettapequirements including those of various fedestdte, and foreign regulatory agencies. Our
subsidiaries’ net capital, as defined, meets oeeas all minimum requirements.

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 spossomtual funds are sold to the public by otheristitnent management firms, broker-
dealers, mutual fund companies, banks and insuromo@anies. We compete with brokerage and investhaarking 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 substihtigreater resources than we do. We competeatiiter providers of investment advisory
services primarily based on the availability angeotives of the investment portfolios offered, istraent performance, and the scope and
quality of investment advice and other client seesi In order to maintain and enhance our comgefitdsition, we may review acquisition
and venture opportunities and, if appropriate, gega discussions and negotiations that could tedke acquisition of a new equity or other
financial relationship.
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EMPLOYEES. At December 31, 2008, we employed 5&8®ciates, up 6% from the end of 2007. We mayadddional 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 anyradneents to those reports filed or furnished purst@Bection 13(a) of the Exchange
Act as soon as reasonably practicable after wéreldcally file them with, or furnish them to, ti&ecurities and Exchange Commission. To
obtain any of this information, access our web patdwtp://trow.client.shareholder.com/financidisic

Item 1A. Risk Factors.

An investment in our common stock involves varidgks, including those mentioned below and those dhe discussed from time-to-time in
our periodic filings with the SEC. Investors shoaltefully consider these risks, along with theeoinformation contained in this report,
before making an investment decision regardingconmmon stock. There may be additional risks of Whie are currently unaware, or wh
we currently consider immaterial. Any of these sislould have a material adverse effect on our iigcondition, 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 andasitiop of the assets under our management, athagh are subject to fluctuation caus
by factors outside of our control.

We derive our revenues primarily from investmentisory services provided by our subsidiaries taviial and institutional investors in t

T. Rowe Price mutual funds and other investmentf@ars. 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 inigedfincome 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 rotwadely as equity investments, with stable valagfplios and money market securities at
the lower end and non-U.S. dollar denominated bandse high end. As a result, our revenues arerdégmt on the value and composition of
the assets under our management, all of whichudjec to substantial fluctuation due to many fegtancluding:

. Investor Mobility. Our investors generally may vdthw their funds at any time, on very short notiod without any significant penal

. General Market Declines. A downturn in stock ont prices (such as that ongoing since the laspha008 characterized by
recessionary concerns, unemployment and lack dfede credit) would cause the value of assets undemanagement to decrease,
and may also cause investors to withdraw theirstments, thereby further decreasing the level sétasunder our manageme

. Investment Performance. If the investment perforoe of our managed portfolios is less than thauofcompetitors or applicable third-
party benchmarks, we could lose existing and pisteoiistomers and suffer a decrease in assets omaleagement. Institutional
investors in particular consider changing investiagvisers based upon poor relative investmenbpaednce. Individual investors in
contrast are more likely to react to poor absolwestment performanc

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

. Investing Trends. Changes in investing trends enplarticular, retirement savings trends, inchgdihe prevalence of defined
contribution retirement plans, may reduce inteirestur funds and portfolios and may alter our mixassets under manageme

. Interest Rate Changes. Investor interest in had/éluation of our fixed income investment fundd portfolios are affected by changes
in interest rates

. Tax Regulation Changes. Changes in the stattexafeferred retirement plan investments and@-municipal bonds, the capital g¢
and corporate dividend tax rates, and other indafiéind corporate tax rates and regulations calidraely affect investor behavior a
may cause investors to view certain investmentioifis less favorably and withdraw their investmasgets, thereby decreasing the |
of assets under our managem

A decrease in the value of assets under our maregeor an adverse change in their compositionldcloave a material adverse effect on
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 period.

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




We provide investment advisory, distribution ankdestadministrative services to the Price funds urdeous 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 terminatgtheraent upon 60-day notice. If a
Price fund seeks to lower the fees that we reagiterminate its contract with us, we would expecia decline in fees earned from the Price
funds, which could have a material adverse effaatur revenues and net income.

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

We are subject to competition in all aspects oftmsiness from:

. asset management firr

. mutual fund companie

. commercial banks and thrift institutior

. insurance companie

. hedge funds

. exchange traded func

. brokerage and investment banking firms,

. other financial institutions including multinatidrfams and subsidiaries of diversified conglomesa

Many of these financial institutions have substdhtigreater resources than we do and may offepader range of financial products across
more markets. Some operate in a different reguylaovironment than we do which may give them certaimpetitive advantages in the
investment products and portfolio structures thaytoffer. We compete with other providers of inwssnt advisory services primarily based
on the availability and objectives of the investingortfolios offered, investment performance, amel $cope and quality of investment advice
and other client services. Some institutions haepnetary products and distribution channels thake it more difficult for us to compete
with them. We believe that competition within tineéstment management industry will increase asutref consolidation and acquisition
activity and because new competitors face few bartio entry. Most of our investment portfolios avilable without sales or redemption
fees, which means that investors may be more wilintransfer assets to competing funds.

If current or potential customers decide to useafraur competitors, we could face a significantloee in market share, assets under
management, revenues, and net income. If we atgreglto lower our fees in order to remain compedjtour 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 andmauncfal performance could be negatively affectethieyioss of their services.

Our success depends on our highly skilled perspm@liding our portfolio and fund managers, invesiht analysts, management and client
relationship personnel, and corporate officers, yrafrwhom have specialized expertise and exterescperience in our industry. Strong
financial services professionals are in demand vemface significant competition for highly quadifi employees. Our key employees do not
have employment contracts, and generally can tetmitneir employment with us at any time. We camssure that we will be able to retain
or replace key personnel. In order to retain ota@pour key personnel, we may be required to asgeompensation, which would decrease
net income. The loss of key personnel could danvageeputation and make it more difficult to retaimd attract new employees and
investors. Losses of assets from our client investmuld decrease our revenues and net incomeippossaterially.

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

Several of the Price funds and investment portoffor example, emerging market investments) abgestito political and economic
instability, wide exchange-rate fluctuations, illig and highly volatile markets, and other riskattbould materially decrease the investment
returns available in foreign markets. A significaletrease in the investment return or net asseg¢\adlany Price fund or investment portfolio
could harm our reputation and cause a decreass@isaunder management, including client assedwittals. The result could be a material
decline in our revenues and net income.

The performance of our money market funds is depeinon the income from the underlying securitieseexling the operating costs of the
fund. When interest rates are at the historic ltwas presently exist, the operating costs of tmeléuwill absorb a greater portion of the
portfolio’s income and reduce the yield of the fard very low levels. In this environment, bank asifs may become more attractive to
investors and our money market funds could sufdemptions. Client losses would decrease our re@gand net income.
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Our operations are complex and a failure to perfop@rational tasks or the misrepresentation of yrtsdand services could have an adverse
affect on our reputation and subject us to regwyaganctions, fines, penalties, and litigation.

Operating risks include:

. failure to properly perform fund or portfolio @clkeeping responsibilities, including portfoliocacinting, security pricing, corporate
actions, investment restrictions compliance, daéyasset value computations, account reconcitigtiand required distributions to fu
shareholders to comply with tax regulatio

. failure to properly perform transfer agent andipgant recordkeeping responsibilities, includingnsaction processing, tax reporting
and record retention; and failure to identify exstes trading in mutual funds by our customers angarticipants

. sales and marketing risks, including the interdlmr unintentional misrepresentation of prodaaetd services in advertising materials,
public relations information, or other external commications, and failure to properly calculate anesent investment performance ¢
accurately and in accordance with established ¢jnaeand regulation:

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

We have spent many years developing our reputétioimtegrity, 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 impibde to control, and costly or even impossible
to remediate. Regulatory inquiries and rumors eamish or substantially damage our reputation, évirey are satisfactorily addressed. Any
damage to our brand could impede our ability tcaattand retain customers and key personnel, ahtteethe 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 fluctuatitdvat could materially decrease net income.

Our operating results are dependent on the levelioExpenses, which can vary significantly for pneeasons, including:

. changes in the level of our advertising expensetjding the costs of expanding investment adyiservices to investors outside of the
United States and further penetrating U.S. distidouchannels

. variations in the level of total compensationenge due to, among other things, bonuses, sto@nogtants and other stock-based
awards, changes in employee benefit costs dugtdatry or plan design changes, changes in oui@me count and mix, competiti
factors, and inflatior

. a future impairment of goodwill that is recognizedur balance shee
. material fluctuation in foreign currency exchangtes applicable to the costs of our operationsaal)

. expenses and capital costs incurred to enhancadouinistrative and operating services infrastitgtsuch as technology assets,
depreciation, amortization, and research and dpwedat,

. unanticipated costs incurred to protect investeoants and client goodwill, ar
. disruptions of thir-party services such as communications, power, artdahfund transfer agent and accounting syst

Under our agreements with the T. Rowe Price mutuals, we charge the mutual funds certain admatist fees and related expenses basec
upon contracted terms. If we fail to accuratelyreate our underlying expense levels or otherwiseraquired to incur expenses relating tc
mutual funds that are not otherwise paid by thel$our operating results will be adversely affdcte

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

More than 30% of our assets under management areegbfrom our largest distribution channel, thaakty financial intermediaries that
distribute our managed investment portfolios inth8. and abroad. These intermediaries generdiy tifeir clients various investment
products in addition to, and in competition witlir énvestment offerings, and have no contractuéfation to encourage investment in our
portfolios. It would be difficult for us to acqui@ retain the management of those assets withewddsistance of the intermediaries, and we
cannot assure that we will be able to maintaindegaate number of successful distribution relatigs In addition, some investors rely on
third party financial planners, registered invesitredvisers, and other consultants or financialgesionals to advise them on the choice of
investment adviser and investment portfolio. Thasdessionals and consultants can favor a compatirestment portfolio as better meeting
their particular client’s needs. We cannot asshia¢ dur investment offerings will be among thezammended choices in the future. Further,
their recommendations can change over time andowie dose their recommendation and their clienetssander our management. Mergers,
acquisitions, and other ownership or managementggsacould also adversely impact our relationswifls these third party intermediaries.
The presence of any of the adverse conditions sié&xliabove would reduce revenues and net incoresippoby material amounts.
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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 valuations in, and returnghaninvestment portfolios that we mana

. causing disruptions in national or global ecorestthat decrease investor confidence and maketmeas products generally less
attractive,

. inflicting losses in human capit:

. interrupting our business operatio

. triggering technology delays or failures, ¢

. requiring substantial capital expenditures and afigg expenses to remediate damage, replace dlitidacand restore our 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 andufsions will not occur. In addition, we rely to yarg degrees on outside vendors for disaster
contingency support, and we cannot be assuredhtbse vendors will be able to perform in an ademjaatl timely manner. If we lose any
employees, or if we are unable to respond adequtteluch an event in a timely manner, we may lablento continue our business
operations, which could lead to a tarnished reprtand loss of customers that results in a deergaassets under management, lower
revenues and materially reduced net income.

Our investment income and asset levels may be inebaimpacted by fluctuations in our investmenttpalio.

We currently have a substantial portion of our essgwested in our stock, blended asset and bortdahiunds. All of these investments are
subject to investment market risk and our non-dpeganvestment income could be adversely affettgthe realization of losses upon the
disposition of our investments or the recognitiésignificant other-than-temporary impairments ltkese recognized in the fourth quarter of
2008. In addition, related investment income hastélated significantly over the years dependingnupe performance of our corporate
investments, including the impact of market codisi and interest rates, and the size of our coponaney market and longer-term mutual
fund holdings. Fluctuations in other investmenbime can be expected to occur in the future.

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

We have a savings bank subsidiary that acceptsd@pesits from customers, pays a fixed rate ofésteto them, and invests in asset-backed
debt securities. Although we generally hold thesestments to maturity, which generally correlatethe maturities of our customer
deposits, fluctuations in credit risk could resnlbther-than-temporary impairments among the fix@dme investments and, in turn, could
result in a mismatch between the return on ourstment portfolio and the interest paid on our corsindeposits. To the extent that this
occurs, our assets and results of operations dmulttlversely affected.

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 irw purisdictions.

In order to maintain and enhance our competitiv&tjpm, 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 &taff; unanticipated problems regarding
integration of investor account and investment sgctecordkeeping, operating facilities and tedlogtes, and new employees; adverse
effects in the event acquired intangible assetodwill become impaired; and the existence ofiliizds or contingencies 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@ompliance
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 Great Britain, and self-regulatory organiaas such as FINRA. The conduct of our business liarge part dictated by adherence to
such regulation, including federal laws such asIhsanes-Oxley Act of 2002, the USA Patriot AcR001, the Employee Retirement
Income Security Act of 1974 (ERISA), regulationkatig to the mutual fund industry specifically aseturities laws generally, accounting
standards, and banking and tax laws. Compliande tivése complex regulations and our disclosurefiaadcial reporting obligations
requires significant investments of time and moaeg could limit our ability to enter into new lineEbusiness. 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 evolwrgrpretations of, existing regulations.
Future changes could require us to modify or cuotai investment offerings and business operations.
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If we are unable to maintain compliance with apgdbie laws and regulations, we could be subjectitoical and civil liability, the suspensic
of our employees, fines, penalties, sanctionsnittjue relief, exclusion from certain markets, @mporary or permanent loss of licenses or
registrations necessary to conduct our businessg@latory proceeding, even if it does not resuli finding of wrongdoing or sanctions,
could consume substantial expenditures of timecapital. Any regulatory investigation and any feélio maintain compliance with
applicable laws and regulations could severely dpar reputation, adversely affect our abilitctmduct business, and decrease revenue
and net income.

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

Because of the recent exposure of trading abuskfandulent investment activities, the collaps¢hefindependent investment banking
industry in the U.S., and massive government imaest in the U.S. banking and financial system, leggus have shown increasing interes
the oversight of the broad financial and investniedtistry. Federal agencies have adopted regutatesigned to strengthen controls and
restore investor confidence and more oversightrates can be expected in the future that couldeptpreater compliance and administrative
burdens on us, which likely would increase our eiges without increasing revenues. In addition, regulations could require the Price
funds to reduce the level of certain mutual funefpaid to us or require us to bear additional esg®, which would affect our operating
results. Further, adverse results of regulatorgstigations of mutual fund, investment advisory findncial services firms could tarnish the
reputation of the financial services industry gafigrand mutual funds and investment advisers mpegifically, causing investors to avoid
further fund investments or redeem their balanReslemptions would decrease the assets under owgeaent, which would reduce our
advisory revenues and net income.

We may become involved in legal and regulatory eeatings that may not be covered by insurance.

We are subject to regulatory and governmental imegiand civil litigation. An adverse outcome of/auch proceeding could involve
substantial financial penalties. From time to timajious claims against us arise in the ordinaryre® of business, including employment-
related claims. There also has been increasecdeincgof litigation and regulatory investigationghe financial services industry in recent
years, including customer claims and class actiiis alleging substantial monetary damay

We carry insurance in amounts and under termsatbdielieve are appropriate. We cannot assure thidahsurance will cover most liabilities
and losses to which we may be exposed, or thaheurance policies will continue to be availabl@ateptable terms and fees. Certain
insurance coverage may not be available or mayddghitively expensive in future periods. As ousimance policies come up for renewal,
we may need to assume higher deductibles or caansa liabilities, or pay higher premiums, whichulebincrease our expenses and reduce
our net income.

Net capital requirements may impede the businessatipns of our subsidiarie

Certain of our subsidiaries are subject to nettahpequirements imposed by various federal, staid,foreign authorities. Our subsidiaries’
net capital meets or exceeds all minimum requirdmérowever, a significant operating or investrress or an extraordinary charge against
net capital could adversely affect the ability af subsidiaries to expand or even maintain the@raipons if we were unable to make
additional investments in them.

TECHNOLOGY RISKS

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

We depend on highly specialized and, in many casegyietary technology to support our businesgtions, including among others:
. securities analysi

. securities trading

. portfolio managemen

. customer service

. accounting and internal financial processes antraisnand

. regulatory compliance and reportit

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

In addition, our continued success depends onhilityato effectively integrate operations acrosanmy countries, and to adopt new or adapt
existing technologies to meet client, industry aeglulatory demands. We might be required to majaifgiant 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 résolf operations and severely damage our reput:
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We could be subject to losses if we fail to propsdfeqguard 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 corrdfig 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 reputatis

. allow competitors access to our proprietary businefrmation,
. subject us to liability for a failure to safegualient data

. result in the termination of contracts by our @rigtcustomers

. subject us to regulatory action, &

. require significant capital and operating expendiuo investigate and remediate the bre

Item 1B. Unresolved Staff Comments.
None.

Item 2. Properties.

Our operating and servicing activities are largeinducted at owned facilities in campus settingaprising 294,000 square feet in Colorado
Springs, Colorado, and 822,000 square feet on fhaeeels of land in close proximity in Owings Mjlidaryland. We are presently
constructing two buildings at the largest Owingdld/Bite with an additional 336,000 square feespce that will not be completed until
2010. Our campus sites will also accommodate amfditifuture development.

We presently maintain investor centers for walkraific and investor meetings in leased facilifiesated in the Baltimore; Boca Raton,
Florida; Boston (Wellesley, Massachusetts); Chic@mk Brook and Northbrook, lllinois); Los Angel@entury City, California);

New York City/New Jersey (Garden City, New YorkdaParamus and Short Hills, New Jersey); San Frem¢i&/alnut Creek, California
Tampa, Florida; and Washington (Washington, D.@. ieLean, Virginia) areas. We also have investotess in our owned facilities in
Colorado Springs and Owings Mills. These invesenters allow us to be available in person to mégt avlarge number of our individual
investors.

Our corporate offices include 425,000 square fadeulease until mid-2017 at 100 East Pratt StreBaltimore. We lease our other offices,
including those in London, our business recovey isi Maryland, and our customer service call ceimtdampa.

Information concerning our anticipated capital englitures in 2009 and our future minimum rental pagis under noncancelable operating
leases at December 31, 2008, is set forth in th#gadaesources and liquidity and contractual cddiigns discussions in Item 7 of this

Form 10-K .

Item 3. Legal Proceedings.

From time to time, various claims against us ansfe ordinary course of business, including empient-related claims. In the opinion of
management, after consultation with counsel, tkediiood that an adverse determination in one arnpending claims would have a mate
adverse effect on our financial position or resafteperations is remote.

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 (55), Chief Executive Officed 8nesident since 2007. Mr. Kennedy was previoasijce President from 1981-2006.
Brian C. Rogers (53), Chairman since 2007 and a Yiesident since 1985.

Edward C. Bernard (52), Vice Chairman since 20Q¥ aWice President since 1989.

Mary J. Miller (53), a Vice President since 1986.

William J. Stromberg (48), a Vice President sin88Q@

David J.L. Warren (51), a Vice President since 2080 Warren intends to retire on March 31, 200%8d &en will be succeeded
by Christopher D. Alderson (46), a Vice Presidémte 2002.

Kenneth V. Moreland (52), Chief Financial Officardaa Vice President since 2004.
Wayne D. C Melia (56), a Vice President since 19



Joseph P. Croteau (54), Treasurer (Principal ActiogiOfficer) since 2000 and a Vice President sih@87.
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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) tradehe NASDAQ Global Select Market under the synROW. The high and low trade
price information and dividends per share durirghst two years were:

1st 2nd 3rd 4th

Quarter Quarter Quarter Quarter

2007— High price $50.0¢ $55.21 $57.4¢ $65.4¢
Low price $44.5¢ $46.81 $45.27 $53.5¢

Cash dividends declart $ .17 $ .17 $ .17 $ 24
2008— High price $60.4z2 $63.7( $70.2( $58.0(
Low price $43.0¢ $49.9¢ $46.1¢ $24.2¢

Cash dividends declart $ .24 $ .24 $ .24 $ .24

We presently plan to declare and pay quarterly dasdends in 2009 that, taken together, will extéee $.96 per share declared and paid for
2008. Our annual dividends per share have increageny year since we became a public company i6;188vever, there can be no
assurance that we will continue to pay dividends@teasing rates or at all.

Our common stockholders have approved all of ouitggompensation plans. These plans provide feighuance of up to 60,010,739 sh
of our common stock at December 31, 2008, inclu@@®37,741 shares that may be issued upon theisg@f outstanding stock options i
weighted average price of $36.52, and 241,034 sthet may be issued in conjunction with outstagditock units. Additionally, 20,731,964
shares remain available for future issuances. Utdeterms of the 2004 Stock Incentive Plan, thalmer of shares provided and available
future issuance will increase as we repurchase amrstock in the future from the proceeds of stqufiom exercises.

During 2008, we repurchased 12,948,037 sharesrafaamon stock pursuant to resolutions of our BadrDirectors. Repurchase activity
during the fourth quarter of 2008 was conductedeurice Board of Directors’ authorizations of Feloyu®5, 2007, and June 5, 2008, as
follows:

Total Number of Shar Maximum Number ¢
Purchased as Part Shares that May Ye
Total Number o Average Price Pa Publicly Announcec Be Purchased Und
Month Shares Purchas per Share Programs the Program
October 2,369,73. $ 39.9¢ 2,369,73. 16,507,63
Novembel 1,700,001 33.7¢ 1,700,00! 14,807,63
Decembe 128,20( 31.1% 128,20( 14,679,43
Total 4,197,93. $ 37.1¢ 4,197,983
There are approximately 143,000 beneficial stoadkéoaccounts holding our common stock.
Item 6. Selected Financial Data.
2004 2005 2006 2007 2008
(in millions, except pe-share data
Net revenue: $1,271 $1,517 $1,81¢ $2,22¢ $2,11¢
Net operating incom $ 52t $ 65E $ 787 $ 99¢ $ 84c¢
Net income $ 337 $ 431 $ 53C $ 671 $ 491
Net cash provided by operating activit $ 374 $ 54C $ 592 $ 75¢ $ 742
Pel-share informatiol
Basic earning $ 1.32 $ 1.6t $ 2.01 $ 2.5¢ $ 1.8¢
Diluted earning: $ 1.2¢ $ 1.5¢ $ 1.9C $ 2.4C $ 1.82
Cash dividends declart $ .4C $ .48t $ .56 $ 7t $ .96
Weighted average shares outstant 254.¢ 260.5 263.¢ 264.¢ 259.¢
Weighted average shares outstanding assumingadi 268.2 273.2 278.1 279.2 270.1
December 31
2004 2005 2006 2007 2008
Balance sheet data (in million
Total asset $1,92¢ $2,311 $2,76¢ $3,177 $2,81¢
Stockholder' equity $1,691 $2,03¢ $2,42i $2,771 $2,48¢

Assets under management (in billio $235.2 $269.£ $334.7 $400.( $276.<
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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 invesioetfblios. Investment advisory clients outside thnited States account for nearly 1
of our assets under management at December 31, 2008

We manage a broad range of U.S. and internatidoek sbond, and money market mutual funds and ativerstment 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 affect our revenues and results of tipesa

Neither our clients nor we could escape the sedewnturn in global financial markets during 2008thdugh we have not experience
fundamental change in our business model like nodingr financial services companies, the collatdaahage from the global economic woes
significantly reduced our assets under managemaated advisory revenues, and the value of oyrarate mutual fund investments in 20

In response, we have been vigilant about our explavels and started a series of expense-redudaiiiatives, accelerating those efforts as
the market dramatically declined in the fourth qeaof 2008. Ultimately, our actual 2008 expensesawvell below the levels originally
planned. As we continue to rein in expenses, wegntty expect that our 2009 operating expensedaililbelow those of 2007.

We remain debt-free with substantial liquidity aedources that are available to help us ride thrdhg current market crises while prudently
managing the firm for the long-term. Our finana@tdbility allows us to take advantage of attracgvewth opportunities, invest in key
capabilities including investment professionals sewhnologies and, most importantly, provide oigrik with strong investment managen
expertise and service. While we believe 2009 walbltough year for consumers and investors aliierat the world, we think the investment
environment will improve as we move into the latteif of the year and efforts to get the globalremuy back on track gain traction.

BACKGROUND.

The aftermath of the subprime mortgage market isiploin 2007 and the continuing credit crisis haigmificantly affected financial marke
At the beginning of 2008, equities declined dragsly around the world. In the United States, ecoitogrowth in the first quarter was low,
and the downside risks in the economic outlookdased. The Federal Reserve responded with a stikfarther easing of U.S. monetary
policy that reduced the federal funds rate by 22&dpoints to 2% by the end of April. The Fedgmlernment also acted with a fiscal
stimulus package for American households, and #uzfal Reserve initiated a series of actions irgdnd increase liquidity, among not only
the large commercial banks but also large non-lsackrities dealers.

Early July saw further financial market declinesvamy major indexes fell 20% below their most redgghs in October 2007. As summer
progressed, the continuing severe downturn in thesing sector and the restraining effect of writeds on bank capital and in turn credit
availability, further pressured the markets. Inye&eptember, the U.S. Government acted to tak&@oof the government-sponsored
mortgage enterprises, Fannie Mae and Freddie Malctcak numerous other largely unprecedented axtimseek to stabilize the financial
services industry. The investment banking industipe U.S. was transformed almost overnight ageger, a bankruptcy and two
conversions to bank holding companies either elateid or reorganized the four largest independemsfiSubsequently, a large unrelated
institutional money market mutual fund “broke theck” and went into liquidation. Also, mortgage asttier asset quality concerns continued
to weaken both larger and smaller commercial bastse of which experienced FDIC takeovers, furmrernment assistance and
additional mergers.

In the midst of this turmoil in the U.S. marketiglial equity markets declined dramatically, andKkiag and credit market conditions
deteriorated throughout the world. In September@atbber, central banks and governments acted,tsnesejointly, to shore up financial
institutions and markets by injecting liquidity acdpital directly into the global banking systend @asing monetary policy further. In the
U.S., the Federal Reserve reduced the target fiddeds rate to 1% by the end of October and Casyemacted an extraordinary $700 bill
support package that sought to stabilize the fiiusystem. Most of the first half of this packagathorized to be spent before year end, wen
to large banks in exchange for preferred shareswamndhnts; however, the program also extended atetbequity financing to the automotive
industry and a large insurance company. At year-eredlit markets were still tight and equity masketmained volatile with significant daily
swings in valuations. Fears of recession and aertaia timeframe for economic recovery weighedrorestors. Given the uncertain outlook
and lower demand, energy prices had weakened oilithlling more than $100 below its record highJialy 2008. In mid-December, the
Federal Reserve reduced the target funds rateaioge of 0% to .25%, the lowest in history. In dp#o, it noted that “...weak economic
conditions are likely to warrant exceptionally ltevels of the federal funds rate for some time.”

With the ongoing global recession now acknowledgeggectations for the economy’s performance in 20@generally low. Markdowns in
scheduled production and significant employee fsylofive been announced as businesses aggressivelysts and households reduce
spending. Financial markets remain strained, anétyegrices declined further in January. In additto the remaining $350 billion from the
$700 billion fall package, the new U.S. Adminisivathas proposed a substantial further stimulu&gge that would include more than

$800 bhillion of tax cuts and federal spending tmtine economy around. We are hopeful that thikage, building on the monetary and fis
actions already taken, will eventually provide tleezessary foundation for a restoration of confiéeindinancial markets and a resumption of
economic growth.
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In the stressful and volatile financial market2008, U.S. stock indexes produced significant negaesults. The broad S&P 500 Index of
large-cap companies in leading industries of tHe. dconomy registered a 37.0% loss while the NASOposite Index, which is heavily
weighted with technology companies, was down 40(&%luding dividends). Performance of stocks owtsite United States was worse,
with a strengthening U.S. dollar increasing the nitagle of losses in dollar terms. The MSCI EAFEdxrgdwhich measures the performance
of mostly large-cap stocks in Europe, Australasid tne Far East, produced a 43.1% loss while th€ MBnerging Markets Index had an
even larger loss of 53.2% for 2008.

U.S. Treasury yields declined sharply across theuritya spectrum over the course of 2008, with sllomaturities experiencing the greatest
movement as investors sought the safest shortitetruments and liquidity. The yield on the benchkrkD-year U.S. Treasuries was 2.25%
at December 31, 2008, down 179 basis points franetid of 2007. On the shortest side of the yietdesboth the one- and three-month
yields were only .11% at ye-end 2008, down 265 and 325 basis points, resgygtifrom the beginning of the year.

The flight to credit quality amid the economic dimhncial turmoil of 2008 led other debt securitiegecord widely disparate returns with
liquidity and credit quality driving the resultsh& Barclays Capital U.S. Aggregate Index, a broadsure of the taxable domestic investment:
grade bond market, returned 5.24%. The Barclayst@&dpunicipal Bond Index lost 2.47% as the munaiparket suffered from forced
selling from leveraged investors and concerns athautondition of state finances. The Credit Suldiggh Yield Index lost 26.17% as

investors anticipated a wave of defaults among-fighl bonds and the asset-backed segment suffieredworries over consumer debt.
Bonds from developed markets overseas enjoyed k gaialargely because of currency exchange movesnaver the year, and the Barcl
Capital Global Aggregate Ex-U.S. Dollar Bond Indeturned 4.39%.

In this unsettled environment, investors entrustetdnflows of $17.1 billion to our management B08. During the first half of the year, net
inflows were $17.8 billion. The steep financial ketrdownturn and extreme market volatility causedstors to be more cautious in the
second half of 2008 and we experienced net outflaivds7 billion. Total assets under our managemseded 2008 at $276.3 billion, down
30.9% from the end of 2007 and up only 2.5% overldist three years from December 31, 2005. Duhirsgperiod, our assets under
management (in billions) have changed as follows:

2006 2007 2008
Assets under management at beginning of $ 269. 334.
Net cash inflows
Sponsored mutual funds in the U.S., including $ll®h in 2006 from mutual fund
mergers 12.€ 20.2 3.9

&
-1
&
N
o
o
~

Other portfolios, including $.1 billion in separatecounts acquired in 20! 14.€ 13.€ 13.2
27.¢ 33.¢ 17.1

Net market gains (losses) and incc 37.¢ 32.4 (140.9
Mutual fund distributions not reinvest (.5) (.9) (.5)
Increase (decrease) during y: 65.2 65.2 (123.%)
Assets under management at end of - $ 334.7 $ 400.( $ 276.C

Over the last three years, our net cash inflows Hen sourced most significantly from third-pdirigncial intermediaries and from
institutional investors around the world. Our refatinvestment performance over much of this pedand brand awareness contributed
significantly to attracting net inflows across eaélour four distribution channels.

Assets under management at December 31, 2008da8196.9 billion in equity and blended asset itmesit portfolios and $79.4 billion in
fixed income investment portfolios. The investmpaitfolios that we manage consist of $164.4 billiotthe T. Rowe Price mutual funds
distributed in the United States and $111.9 billioother investment portfolios, including sepalateanaged accounts, sub-advised funds,
and other sponsored investment funds offered testors outside the U.S. and through variable apfitétinsurance plans.

Our $513.5 million portfolio of investments in spomed mutual funds at December 31, 2008, includesalized losses of $40.3 million that
are considered temporary and, accordingly, aregrézed in accumulated other comprehensive lossstwakholders’ equity. This unrealized
loss is comprised of $30.1 million attributablenwestments valued at $115.9 million that have leerporarily impaired on a continuous
basis from September 30, 2008, and $10.2 milligsiray in the fourth quarter of 2008 on fund inveshts valued at $79.3 million. See

Item 7A, Quantitative and Qualitative Disclosurdsofit Market Risk, in this report for further dissisn about the recognition of impairme
to our investments in sponsored mutual funds.

We incur significant expenditures to attract newestment advisory clients and additional investmémm our existing clients. These efforts
may often involve costs that precede any futuremees that we may recognize from increases toss@t®under management.

RESULTS OF OPERATIONS.

2008 versus 2007Investment advisory revenues decreased 6.3%4, 18 fillion, to $1.76 billion in 2008 as averageets under our
management decreased $16 billion to $358.2 billldre average annualized fee rate earned on ousassger management was 49.2 basis
points in 2008, down from the 50.2 basis pointsiedrin 2007, as lower equity market valuationsltedun a greater percentage of our assets
under management being attributable to lower fesdfincome portfolios. Continuing stress on thaficial markets and resulting lower

equity valuations in subsequent quarters will resullower average assets under our managementy limwestment advisory fees and lower
net income as compared to prior periods.
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Net revenues decreased 5%, or $112 million, toZBillion. Operating expenses were $1.27 billior2@08, up 2.9% or $36 million frol

2007. Net operating income for 2008 decreased $1#illion, or 14.8%, to $848.5 million. Higher opding expenses in 2008 and decreased
market valuations during the latter half of 2008jat lowered our assets under management and agiveseenues, resulted in our 2008
operating margin declining to 40.1% from 44.7% @92. Non-operating investment losses in 2008 wBg&3bmillion as compared to
investment income of $80.4 million in 2007. Investihlosses in 2008 include non-cash charges oB$8illion for the other than temporary
impairment of certain of the firm’s investmentssimonsored mutual funds. Net income in 2008 fell 2f%early $180 million from 2007.
Diluted earnings per share also decreased to $d®® $.58 or 24.2% from last year. The non-opegatharge to recognize other than
temporary impairments reduced diluted earningsspare by $.21 in 2008.

Investment advisory revenues earned from the T.eRBrce mutual funds distributed in the United &tatecreased 8.5%, or $114.5 million,
to $1.24 billion. Average mutual fund assets wezg@bl billion in 2008, down $16.7 billion from 200Vutual fund assets at December 31,
2008, were $164.4 billion, down $81.6 billion frdtre end of 2007.

Net inflows to the mutual funds during 2008 wered#i3illion, including $1.9 billion to the money fds, $1.1 billion to the bond funds, a
$.9 hillion to the stock funds. The Value, Equitgléx 500, and Emerging Markets stock funds combiaedid $4.1 billion, while the Mid-
Cap Growth and Equity Income stock funds had régmeptions of $2.2 billion. Net fund inflows of $&bilion originated in our target-date
Retirement Funds, which in turn invest in otheR®we Price funds. Fund net inflow amounts in 20@Bpaesented net of $1.3 billion that
was transferred to target-date trusts from ther®atnt Funds during the year. Decreases in magteations and income not reinvested
lowered our mutual fund assets under manageme$85y billion during 2008.

Investment advisory revenues earned on the othesiment portfolios that we manage decreased $i6mto $522.2 million. Average
assets in these portfolios were $142.1 billion miy2008, up slightly from $141.4 billion in 2007hdse minor changes, each less than 1%
attributable to the timing of declining equity matkaluations and cash flows among our separatauat@and sub-advised portfolios. Net
inflows, primarily from institutional investors, we$13.2 billion during 2008, including the $1.8ibn transferred from the Retirement Ful
to target-date trusts. Decreases in market valstioet of income, lowered our assets under managiemthese portfolios by $55.3 billion
during 2008.

Administrative fees increased $5.8 million to $3B@illion, primarily from increased costs of semig activities for the mutual funds and
their investors. Changes in administrative feegyareerally offset by similar changes in relatedrapeg expenses that are incurred to provide
services to the funds and their investors.

Our largest expense, compensation and related, dostsased $18.4 million or 2.3% from 2007. Tiisrease includes $37.2 million in
salaries resulting from an 8.4% increase in ouraye staff count and an increase of our associbées® salaries at the beginning of the year.
At December 31, 2008, we employed 5,385 associape6,0% from the end of 2007, primarily to addataifities and support increased
volume-related activities and other growth overhst few years. Over the course of 2008, we sldive@rowth of our associate base from
earlier plans and the prior year. We do not exfleenumber of our associates to increase in 20@aMb reduced our annual bonuses
$27.6 million versus the 2007 year in responsetemt and ongoing unfavorable financial market @@t that negatively impacted our
operating results. The balance of the increastribuatable to higher employee benefits and empleytirelated expenses, including an
increase of $5.7 million in stock-based compengatimtering 2009, we did not increase the salarfiesir highest paid associates.

After higher spending during the first quarter 608 versus 2007, investor sentiment in the unaedad volatile market environment caused
us to reduce advertising and promotion spendinggiwior the year was down $3.8 million from 2007e\&xpect to reduce these expendit
for 2009 versus 2008, and estimate that spendittweifirst quarter of 2009 will be down about $3lien from the fourth quarter of 2008. V
vary our level of spending based on market conustiand investor demand as well as our efforts paed our investor base in the United
States and abroad.

Occupancy and facility costs together with depitmisexpense increased $18 million, or 12% comp#reaD07. We have been expanding
and renovating our facilities to accommodate thmngn in our associates to meet business demands.

Other operating expenses were up $3.3 million f2@®7. We increased our spending $9.8 million, prilp#or professional fees and
information and other third-party services. Redutdiin travel and charitable contributions panialifset these increases.

Our non-operating investment activity resulted ime&loss of $52.3 million in 2008 as compared teebgain of $80.4 million in 2007. This
change of $132.7 million is primarily attributalitelosses recognized in 2008 on our investmenspamsored mutual funds, which resulted
from declines in financial market values during year.

2007 2008 Change
Capital gain distributions receivt $ 221 $ b5.€ $ (16.5)
Other than temporary impairments recogni (.3 (91.9) (91.0
Net gains (losses) realized on fund disposit b.5 (4.9 (10.0
Net gain (loss) recognized on fund holdi $ 27.:% $ (90.9) $ (117.5)

We recognized other than temporary impairmentsuofiovestments in sponsored mutual funds becaudeadines in fair value below cost:
an extended period. The significant declines invalue below cost that occurred in 2008 were gaheattributable to the adverse and
ongoing market conditions discussed in the Backugiaection above. See also the discussion bel@viti€al Accounting Policies for other
than temporary impairments of available-for-saleusiies.
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In addition, income from money market and bond fhottlings was $19.3 million lower than in 2007 daehe significantly lower interest
rate environment of 2008. Lower interest rates lddo substantial capital appreciation on our fdlion holding of U.S. Treasury Notes
that we sold in December 2008 at a $2.6 milliomgai

The 2008 provision for income taxes as a perceraégeetax income is 38.4%, up from 37.7% in 2Q@¥marily to reflect changes in state
income tax rates and regulations and certain adprsis made prospectively based on our annual intaxneturn filings for 2007. We
currently estimate that our 2009 effective tax railebe similar to the 2008 effective rate.

2007 versus 2006Investment advisory revenues were up 25%, or $3Tlllion, to nearly $1.9 billion as average asseider our
management increased $74.5 billion to $374.2 hillithe average annualized fee rate earned on setsasnder management was 50.2 basis
points during 2007, virtually unchanged from the3asis points earned during 2006.

Net revenues increased 23%, or $413.3 million 2@ $illion. Operating expenses were $1.2 billior2007, up 20% or $203.8 million fro
2006. Overall, net operating income for 2007 inseeb$209.5 million, or almost 27%, to $996.4 milli®©ur operating margin was 44.7% in
2007, up from 43.4% in 2006. Net income increasbtld) million, or almost 27%, to $670.6 million 2007, boosting diluted earnings per
share more than 26% from $1.90 to $2.40.

Investment advisory revenues earned from the T.éRBrce mutual funds distributed in the United &anhcreased 24%, or $260.2 million
more than $1.3 billion. Average mutual fund assetse $232.8 billion in 2007, an increase of 24%rdkie average for 2006. Mutual fund
assets increased $39.5 billion during 2007.

Net inflows to the mutual funds were $20.2 billiduring 2007. Our U.S. stock and blended asset faadset inflows of $9.9 billion, ot

bond funds added $4.2 billion, our international giobal stock funds added $4.7 billion, and ounmomarket funds added $1.4 billion.
Seven funds each added more than $1.4 billioniartdtal, account for $15.6 billion of the net imfis. The Growth Stock Fund added more
than $4.8 billion, the New Income and Equity Ind®0 funds together added $4.6 billion, and the Blhg Growth, Value, Overseas Stock,
and New Asia funds together attracted net infloh®62 billion. Higher market valuations and incamet of dividends not reinvested,
increased fund assets by $19.3 billion. Net furildivs of $10.7 billion originated in our target-daRetirement Funds, which in turn invest in
other T. Rowe Price funds.

Investment advisory revenues earned on the othesiment portfolios that we manage increased $Ihlidn, or almost 27%, to

$525.8 million. Average assets in these portfoliese $141.4 billion in 2007, up 26% from the 2006rage. Other investment portfolio
assets increased $25.8 billion during 2007, inclgdnore than $13.6 billion of net inflows from Uahd international institutional investors
and third-party financial intermediaries, and $1alRon from market gains and income.

Administrative fees increased $42.7 million to $34&illion. The change in these revenues includgs4million from 12b-1 distribution

fees recognized on greater assets under managentbatAdvisor and R classes of our sponsored nfuna shares. The balance of the
increase is primarily attributable to our mutuaidiservicing activities and defined contributioarprecordkeeping services for the mutual
funds and their investors. Changes in administedides are generally offset by similar changesglisted operating expenses that are incurred
to distribute the Advisor and R class fund shatesugh third party financial intermediaries angtovide services to the funds and their
investors.

Our largest expense, compensation and related, dostsased $138.8 million, or 21%, over 2006. Ehrgest part of the increase is
attributable to a $55.3 million increase in our @arbonus compensation, which is based on our tipgnesults and considers our relative
and risk-adjusted investment performance, our drowassets under management and net investowsifland the high quality of our
investor services. The 2007 costs also includearease of $37.5 million in salaries, which resfrtisn a 9% increase in our average staff
size coupled with an increase of our associatese salaries at the beginning of the year. At Deeer8lh, 2007, we employed 5,081
associates, up 10.3% from the beginning of 20074aB% from the 2007 average, primarily to handidéased volume-related activities and
other growth. Other employee benefits and employregpenses, including an increase of $18.8 mililonon-cash stock-based
compensation, account for the remainder of the gaamour compensation and related costs.

Advertising and promotion expenditures increasd@l&nillion from 2006 in response to greater ingegtterest. Occupancy and facility
costs together with depreciation expense incre$éd million. We are expanding and renovatingfeailities to accommodate additional
associates to meet greater business demands.

Other operating expenses were up $37.9 millio2686, including $10.4 million of higher distributi@xpenses recognized on greater assets
under management sourced from financial intermegidhat distribute our Advisor and R classes ofuaufund shares. These distribution
costs are offset by an equal increase in our adtnittive revenues recognized from the 12b-1 fessudsed above. Additionally, consulting
and professional fees, travel, information servie@sl other costs rose in 2007 to meet increassiddas demands.

Our non-operating income, which includes interasbme as well as the recognition of investmentgaim losses, increased $9.0 million.
Our larger mutual fund investments added $20.4ianilin 2007, including $13.4 million of increaseabital gain distributions from the func
Additionally, 2006 included a gain of $12.2 millioipon the liquidation of a sponsored collateraliredd obligation that did not recur.

The 2007 provision for income taxes as a perceraégeetax income was recognized using a rate 6f%7down slightly from the 38.3% r:
for the year 2006 that included provisions of .G%6the anticipated settlement of prior years’ taxes
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CAPITAL RESOURCES AND LIQUIDITY.

During 2008, stockholders’ equity decreased fromrlyeb2.8 billion to about $2.5 billion. We repuesed $.6 billion of our common stock
during the year. Tangible book value is $1.8 hillat December 31, 2008, and cash and mutual furesiments exceed $1.1 billion. Given
the availability of these financial resources, wendt maintain an available external source ofidigy.

Operating activities during 2008 provided cash 8af nearly $742 million, down $16 million from 2ZDOReconciling items include lower t
income of almost $180 million that was offset byitig differences of about $59 million in the casttlement of our operating receivables
and payables. Other than temporary impairmentaioponsored mutual fund investments totaling $8tlom, greater depreciation expense
on our increased property and equipment of $8 onilland nearly $6 million of additional stock-basedpensation account for the
remainder of the difference between 2007 and 2008.

Net cash used in investing activities totaled $a@%on in 2008, down $220 million from 2007. In @D, we invested a net of $175.5 milli
in our sponsored mutual funds from our availabkha@sources. On a net basis, we added only $8i6rmio our fund holdings in 2008;
however, we made $95 million of changes to the amsitipn of our portfolio of mutual fund holdings light of market conditions during the
year. Because of an increase in savings bank depa& also increased our investment in debt seesifield by the savings bank

$41 million in 2008. While we made other investnseoft $23 million in 2007, we made only $10 milliohother investments in 2008. We
also received proceeds of $42.6 million on thessalad $30 million on the maturities, of our $70liom U.S. Treasury Notes portfolio.

Net cash used in financing activities was $783iamlin 2008, up $382 million from 2007. Our stroresh position allowed us to increase
common stock repurchases by $302 million in 2008w&2007. Our cash outflows for dividends paideased $132 million. During the first
quarter of 2008, we changed our policy regardirgtitming of dividend payments such that our qurtgividends are now declared and paid
in the same quarter. Accordingly, our cash outfléav2008 include the payout of dividends for tbarth quarter 2007 and all four quarters
of 2008. Additionally, we increased the quarteiiyidend payment from $.17 per share made in eatheofour 2007 quarters to $.24 per
share beginning with the payment made in Janua®@.20astly, deposits at our savings bank subsidiaseased nearly $44 million in 2008
as depositors sought the security of FDIC-backedats.

Operating activities during 2007 provided cash 8af $758 million, up $165 million from 2006, indimg increased net income of

$141 million and non-cash stock-based compensatipense of $19 million. Net cash used in investiaiyities totaled $345 million, down
nearly $77 million from 2006. Our investments intoral funds and other securities made from our laagailable cash balances was

$214 million in 2007, down $112 million from 2006¢creased capital spending for property and equippwas $146 million in 2007, up
$51 million versus 2006. Net cash used in finaneiatyvities was $401 million in 2007, up $199 noilli from 2006. We increased our
expenditures for common stock repurchases by $ilibmand our dividends paid to stockholders by $8illion.

Property and equipment expenditures in 2009 aieipated to be about $190 million and are expetddak funded from cash balances.

CONTRACTUAL OBLIGATIONS.

The following table presents a summary of our feitoibligations (in millions) under the terms of ¢ixig operating leases and other
contractual cash purchase commitments at Decenib@088. Other purchase commitments include cottahamounts that will be due for
the purchase of goods or services to be used inmenations and may be cancelable at earlier tthrasthose indicated, under certain
conditions that may involve termination fees. Besgathese obligations are generally of a normalrremunature, we expect that we will fund
them from future cash flows from operations. Thermation presented does not include operating msgeor capital expenditures that will
be committed in the normal course of operatior@d®9 and future years. The information also exdutie $6 million of unrecognized tax
benefits discussed in Note 9 to our consolidateaiftial statements because it is not possibletima® the time period in which a payment
might be made to the tax authorities.

Total 2009 201C-11 2012-13 Later
Noncancelable operating leas $ 197 $ 26 $ 48 $ 42 $ 81
Other purchase commitmer 19C 12: 53 12 2
$ 387 $  14¢ $ 101 $ 54 $ 83

We also have outstanding commitments to fund amfthtiinvestments totaling $31.5 million at Decem®&yr2008.
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CRITICAL ACCOUNTING POLICIES.

The preparation of financial statements often nexguthe selection of specific accounting methodspaolicies from among several acceptable
alternatives. Further, significant estimates amjjnents 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 amotes to consolidated financial statements. Makiese estimates and judgments requires
the analysis of information concerning events thay not yet be complete and of facts and circunestsithat may change over time.
Accordingly, actual amounts or future results céfedmaterially from those estimates that we imtgwcurrently in our consolidated financial
statements, significant accounting policies, an@$0

We present those significant accounting policie=dua the preparation of our consolidated finansiatements as an integral part of those
statements within this 2008 Annual Report. In thiéofving discussion, we highlight and explain fuattcertain of those policies that are most
critical to the preparation and understanding affmancial statements.

Other than temporary impairments of availatdesale securitiesWe generally classify our investment holdingsponsored mutual funds
and the debt securities held for investment bysawings bank subsidiary as available-for-salehatend of each quarter, we mark the
carrying amount of each investment holding to ¥ailue and recognize an unrealized gain or losscasrgponent of comprehensive income
(loss) within the statement of stockholders’ equitie next review each individual security positthat has an unrealized loss or impairment
to determine if that impairment is other than tenapp.

A mutual fund holding with an impairment that hasgisted daily throughout the six months betweeartgu-ends is generally presumed to
have an other than temporary impairment and aiso®cognized in our statement of income unlessetlsepersuasive evidence, such as an
increase in value subsequent to quarter end, t@wonee that presumption. We may also recognize laer dhan temporary loss of less than
months in our statement of income if the particeilacumstances of the underlying investment dowetant our belief that a near-term
recovery is possible.

An impaired debt security held by our savings bamiisidiary is considered to have an other than eeanp loss that we recognize in our
statement of income if we determine that we witllgably not collect all contractual amounts due wrtlde terms of the security. Any
determination of this type would consider the issuftnancial condition and our ability and inteéothold the investment until its fair value
recovers, which may mean until maturity, and tdemtlall contractual cash flows. Minor impairmenf$5% or less that arise from changes in
interest rates and not credit quality are generadlysidered temporary.

Goodwill . We internally conduct, manage and report our ajars as one investment advisory business. Wetlbave distinct operating
segments or components that separately constitutsiaess. Accordingly, we attribute goodwill teiagle reportable business segment and
reporting unit — our investment advisory business.

We evaluate the carrying amount of goodwill in bafance sheet for possible impairment on an artrags in the third quarter of each year
using a fair value approach. Goodwill would be édesed impaired whenever our historical carryingoant exceeds the fair value of our
investment advisory business. Our annual testisgdeaonstrated that the fair value of our investradrisory business exceeds our carrying
amount (basically, our stockholders’ equity) amgréfore, that no impairment exists. Should weheadifferent conclusion in the future,
additional work would be performed to ascertainah®unt of the non-cash impairment charge to begrized. We must also perform
impairment testing at other times if an event ecwinstance occurs indicating that it is more likielgin not that an impairment has been
incurred. The maximum future impairment of goodwhiht we could incur is the amount recognized intmlance sheet, $665.7 million.

Stock options We recognize stock option-based compensationrsepi@ our consolidated statement of income usifagy aalue based
method. Fair value methods use a valuation modedHorter-term, market-traded financial instrumeattheoretically value stock option
grants even though they are not available for tigg@urposes and are of longer duration. The Bladic®s option pricing model that we use
includes the input of certain variables that angethelent on future expectations, including the etquelives of our options from grant date to
exercise date, the volatility of our underlying aoon shares in the market over that time period,thedate of dividends that we will pay
during that time. Our estimates of these variablesmade for the purpose of using the valuationehtwddetermine an expense for each
reporting period and are not subsequently adjutatike most of our expenses, the resulting chamgearnings using a fair value based
method is a non-cash charge that is never meabyremt adjusted based on, a cash outflow.

Provision for income taxesAfter compensation and related costs, our promi§dr income taxes on our earnings is our largasual

expense. We operate in numerous states and cautitreaigh our various subsidiaries, and must akooar income, expenses, and earnings
under the various laws and regulations of eachedé taxing jurisdictions. Accordingly, our proweisifor income taxes represents our total
estimate of the liability that we have incurreddiming business each year in all of our locationmually, we file tax returns that represent
filing positions with each jurisdiction and settlar return liabilities. Each jurisdiction has thght to audit those returns and may take
different positions with respect to income and ergeeallocations and taxable earnings determinatfenosn 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 determinatidrmsir 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 auditsedied. We recognize any such prior year
adjustment in the discrete quarterly period in \Wwhtds determined.
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NEWLY ISSUED BUT NOT YET ADOPTED ACCOUNTING STANDARS.

Each reporting period we consider all newly issbietinot yet adopted standards applicable to ouratipas and the preparation of our
consolidated statements. We do not believe thaissued standard that we have not yet adoptechewié a material effect on our financial
position or results of operations.

FORWARD-LOOKING INFORMATION.

From time to time, information or statements preddy or on behalf of T. Rowe Price, including #a@gthin this report, may contain cert:
forward-looking information, including informatiaor anticipated information relating to changesour revenues, net income and earnings
per share; changes in the amount and compositionradissets under management; our expense leuelsstimated effective income tax re
and our expectations regarding financial marketsather conditions. Readers are cautioned that@mardlooking information provided
or on behalf of T. Rowe Price is not a guarantekitofre performance. Actual results may differ mialéy from those in forward-looking
information because of various factors includingt, ot limited to, those discussed below and imlteA, Risk Factors, of this Annual Rep¢
Further, forward-looking statements speak onlyfak@date on which they are made, and we undertal@bligation to update any forward-
looking statement to reflect events or circumstarafter the date on which it is made or to refthetoccurrence of unanticipated events.

Our future revenues and results of operationsfliittuate primarily due to changes in the totalueahnd composition of assets under our
management. Such changes result from many factoltgding, among other things: cash inflows andlout$ 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 introduofimew mutual funds and investment portfoliosd ahanges in retirement savings trends
relative to participant-directed investments anfinée contribution plans. The ability to attracdametain investors’ assets under our
management is dependent on investor sentimentanfilence; the relative investment performanceéhefRrice mutual funds and other
managed investment portfolios as compared to campefferings and market indexes; the ability toim&n our investment management
and administrative fees at appropriate levels; aitipe conditions in the mutual fund, asset managet, and broader financial services
sectors; and our level of success in implementingstrategy to expand our business. Our revengesudstantially 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 investi@management or related administrative serviceseagents. Non-operating investment
income (loss) will also fluctuate primarily duettee size of our investments and changes in theikeb@aluations.

Our future results are also dependent upon thé ¢éwmir 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 channeldimithe United States; variations in the level
of total compensation expense due to, among dtiiregs, bonuses, stock option grants, other incergwards, changes in our employee ci
and mix, and competitive factors; any goodwill inmpeent that may arise; fluctuation in foreign cumcg exchange rates applicable to the
costs of our international operations; expensescapial costs, such as technology assets, deficegiamortization, and research and
development, incurred to maintain and enhance dunirgEistrative and operating services infrastructureanticipated costs that may be
incurred to protect investor accounts and the gabdiour clients; and disruptions of services;liding those provided by third parties, s
as facilities, communications, power, and the miuwad transfer agent and accounting systems.

Our business is also subject to substantial goventah regulation, and changes in legal, regulatacgpunting, tax, and compliance
requirements may have a substantial effect on pearations and results, including but not limitectfiects 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 like those experienced since September @08&tly and negatively impact our investment adssevenues, as well as our investn
income and net income.

We invest in our sponsored mutual funds, whichnaaeket risk sensitive financial instruments, priityaior purposes other than trading; we
do not invest in derivative financial or commoditgtruments. Mutual fund investments have inheneatket risk in the form of equity price
risk; that is, the potential future loss of valbhattwould result from a decline in the fair valeésnutual 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.
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The following table (in millions) presents the eguyirice risk from investments in sponsored mufuabs that are accounted for as available-
for-sale securities by assuming a hypotheticalidecdh the fair values of mutual fund shares. Tgugential future loss of value, before any
income tax benefits, reflects the valuation of nalifund investments at year end using each furdi®$t net asset value per share during
2008. In considering this presentation, it is impot to note that: not all funds experienced thwirest net asset value per share on the same
day; it is likely that the composition of the muitfiand investment portfolio would be changed if atse market conditions persisted; and we
could experience future losses in excess of thossepted below.

Fair value Potential
at % of lower % of Potential
12/31/200: Portfolio value Portfolio loss
Stock and blended asset fur $ 314. 61 $ 265.2 59 $ 49.¢ 15.£%
Bond funds 198.7 39 186.¢ 41 11.€ 6.C%
$ 513:F 10C $ 452.( 10C $ 61.F 12.(%

The comparable potential loss of value presentediir?007 annual report was $67.8 million on spoedanutual fund investments of
$771.2 million that included a net unrealized gai$147 million at December 31, 2007. During 20@8, actually experienced net losses of
$254.7 million, including $91.3 million of otherah temporary impairments recognized in our non-afjrgg investment income (loss).

Financial market conditions have recently beenesmély volatile and financial security valuationy&aleclined. Similarly, our portfolio of
investments in sponsored mutual funds at Decenmbe2@8, includes a net unrealized loss of $171bamj including gross unrealized losses
totaling $40.3 million. Unrealized losses incuriedhe second half of 2008 totaling $30.1 milliamiavestments valued at $115.9 million at
December 31, 2008, have been temporarily impaired continuous basis from September 30, 2008. dimaining unrealized losses totaling
$10.2 million were incurred in the fourth quart€2608 on fund investments valued at $79.3 million.

Because our fund holdings are considered avaiffbisale securities, we recognize unrealized lofs&tsare considered temporary in other
comprehensive income. We review the carrying amotiatich investment on a quarterly basis and réze@n impairment charge in non-
operating investment income (loss) whenever analiaesl loss is considered other than temporary.utual fund holding with an impairme
that has persisted daily throughout the six moh#taieen quarter-ends is generally presumed to &ime¢her than temporary impairment
unless there is persuasive evidence, such as @asein value subsequent to quarter end, to overtioat presumption. It is possible that we
will determine at March 31, 2009, or at a subsetigaarter end, that unrealized losses in one oermbour mutual fund investments have
become other-than-temporary impairments. We colgla sell our fund positions before a subsequenttguand reporting date and recognize
in our income statement previously unrealized les$ae amount and timing of any subsequent chailjeevdependent on future market
performance.

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 rysttiversifying its investments among
many domestic and international funds. In additiomestment holdings may be altered from time rteetin response to changes in market
risks and other factors, as management deems ajgisop

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

We also hold other investments of $41.9 milliolDatember 31, 2008, that we are at risk for los®ugur carrying amount should market
conditions deteriorate.

We operate in several foreign countries, most pnemi among which is Great Britain. We incur op&ggxpenses and have foreign
currency-denominated assets and liabilities asstiaith these operations, though our revenuepraaominately realized in U.S. dollars.
We do not believe that foreign currency fluctuasionaterially affect our results of operations.

Item 8. Financial Statements and Supplementary Data
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CONSOLIDATED BALANCE SHEETS
(in millions, except share data)

ASSETS

Cash and cash equivalents (Notes 1 ar

Accounts receivable and accrued revenue (No
Investments in sponsored mutual funds (Notes 363

Debt securities held by savings bank subsidiarytébld and 6
Other investments (Notes 5 and

Property and equipment (Note

Goodwill

Other assets (Note 8 and

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Accounts payable and accrued expenses (Not
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 &nd 12)

Stockholder' equity (Notes 10, 11 and 1
Preferred stock, undesignated, $.20 par v— authorized and unissued 20,000,000 sh
Common stock, $.20 par value authorized 500,000,000 shares in 2007 and 750,00Gares in 200
issued 264,605,000 shares in 2007 and 256,356(@0@ssin 200:
Additional capital in excess of par val
Retained earning
Accumulated other comprehensive income (li

Total stockholder equity

The accompanying summary of significant accoungiolicies and notes to
consolidated financial statements are an integrdlgf these statements.
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12/31/200

$ 785.]
265.:
771.2
126.¢
104.1
358.<
665.7
100.:

$3,177.2

$ 99.
81.1
41.79
63.€

114.:
400.z

52.¢
295.¢
2,333.¢
95.C
2,777..
$3,177.5

12/31/200:

$ 619.1
177.3
513.t
166.(

41.¢
440.1
665.7
195.¢

$2,819.¢

$ 86.¢
60.7
25

157.¢
330.¢

51.4
363.7
2,086.¢

(13.9)
2,488.¢
$2,819.¢




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

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

Operating expenst
Compensation and related costs (Notes 7, 10 an
Advertising and promotio
Depreciation and amortization of property and emapt
Occupancy and facility costs (Note
Other operating expens

Net operating incom

Other net investment income (loss) (Notes 1, i Hl)
Credit facility expenses (Note 1

Net nor-operating income (los:

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

Earnings per shal
Basic

Diluted

Year ended December &

2006

$1,508.¢
305.¢
5.4

1,819.1

o)

1,815.(

658.4
97.2
46.5
82.t

143.¢

1,028.:

r

4

4

786.

[1a)

717
0.

71.

~

(¢6)

N

858.<
328.7

$ 529.¢

@

2.01
$ 1.9

2007

$1,879.:
348.1
5.8
2,233.:
4.8
2,228

797.2
107.¢
53.4
92.1
181.c

1,231.¢

996.4

S
| <

80.4

1,076.¢
406.2

$ 670.€

Y

3

&

2.5z
$ 2.4C

The accompanying summary of significant accoungialicies and notes to
consolidated financial statements are an integrdlgf these statements.
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815.¢
104.1

61.7
101.¢
184.¢

1,267.¢

848.

rm

(52.9)

3

52.2

Y

796.2
305.¢

$ 490.¢
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended December &

(in millions)
2006
Cash flows from operating activitir
Net income $ 529.¢
Adjustments to reconcile net income to net caskigeal by operating activitie
Depreciation and amortization of property and emapt 46.5
Stocl-based compensation expel 61.C
Intangible asset amortizatic 0.4
Other than temporary impairments of investmensponsored mutual funt 0.5
Changes in accounts receivable and accrued re\ (48.2)
Changes in payables and accrued liabili 31.1
Other changes in assets and liabili (27.7)
Net cash provided by operating activit 593.2
Cash flows from investing activitie
Investments in sponsored mutual ful (266.6)
Dispositions of sponsored mutual fur 14.4
Investments in debt securities by savings bankidiaog (36.5
Proceeds from debt securities held by savings bahkidiary 25.4
Other investments max (59.6)
Proceeds from other investme —
Additions to property and equipme (94.9)
Other investing activit (3.9
Net cash used in investing activiti (421.9
Cash flows from financing activitie
Repurchases of common stc (171.0
Common share issuances under s-based compensation pla 105.1
Dividends paid to stockholde (147.¢
Change in savings bank subsidiary depc 10.€
Net cash used in financing activiti (202.6)
Cash and cash equivalel
Net change during ye: (30.6)
At beginning of yea 803.¢
At end of yeal $ 773.C

The accompanying summary of significant accoungialicies and notes to
consolidated financial statements are an integuelgf these statements.
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2007

$ 670.¢

53.4
79.
0.6
0.2
(42.7)
23.¢
(27.9
758.(

(190.5)
15.2

2008




CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(shares in thousands; dollars in millions)

Additional Accumulatec Deferred
Common capital in other stock-basec Total
shares Commor  excess o Retainec comprehensiv compensatio stockholder’
outstanding stock par value earnings _income (loss expense equity
Balances at December 31, 2( 131,67t $ 26.2$ 279.71 $1,683.L $ 485 $ @.7% 2,036.:
Reclassification at adoption of SFAS 12 1.7 1.7 —
Common stoc-based compensation plans actiy
Shares issued upon option exerc 1,402 3 49.7 50.C
Forfeiture of restricted awart Q) .0 .0 .0
Common shares repurchas (1,539 (.3 (117.9 (117.9)
Common shares issued i-for-1 split 131,54 26.3 (26.9) —
Balances after split on June 23, 2( 263,09: 52.€
Common stoc-based compensation plans actiy
Shares issued upon option exerc 3,22 7 55.4 56.1
Restricted shares issu 74 .0 .0 —
Income tax benefit at vesting of restricted shi Nl A
Stocl-based compensation expel 61.C 61.C
Common shares repurchas (1,43 (-3 (53.0 (53.9
Comprehensive incorr
Net income 529.€
Change in net unrealized security holding gi 20.¢
Total comprehensive incon 550.¢
Dividends declare (155.9) (155.9)
Balances at December 31, 2( 264,96( 53.C 2475 2,057.: 69.2 — 2,426.¢
Common stoc-based compensation plans actiy
Shares issued upon option exerc 5,50¢ 1.1 92.7 93.t
Shares issued upon vesting of restricted stocls 27 .0 (-4 (&)
Restricted shares issu 28¢ 0 .0 —
Shares withheld and tax effects at vesting of
restricted share (8) .0 A A
Forfeiture of restricted awar (8) .0 (.1) .0 (.2)
Stocl-based compensation expel 79.¢ 79.¢
Common shares repurchas (6,169 (1.2 (124.00 (195.5 (320.%)
Comprehensive incorr
Net income 670.€
Change in net unrealized security holding gi 2517
Total comprehensive incon 696.:
Dividends declared and related tax ben¢ A (198.% (198.7)
Balances at December 31, 2( 264,60:! 52.¢ 295.6 2,333 95.C — 2,777.:
Common stoc-based compensation plans actiy
Shares issued upon option exerc 4,89t 1.C 102.( 103.(
Shares issued upon vesting of restricted stocls 43 .0 (.9 (.4)
Restricted shares issu 27¢ A (.1) —
Shares withheld and tax effects at vesting of
restricted share (5) .0 (.8) (.8)
Forfeiture of restricted awart 9) .0 (.2) .0 (.1
Stocl-based compensation expel 85.¢€ 85.¢€
Common shares repurchas (12,949 (2.6) (118.5) (488.5 (609.6)
Comprehensive incorr
Net income 490.¢
Change in net unrealized security holding gains
(losses, (208.J)
Total comprehensive incon 382.7
Dividends declared and related tax beng 2 (248.9 (248.79)
Balances at December 31, 2( 256,85t $ 514 % 363.7 $2,086.¢ $ (13.1) % — $ 2,488.¢

The accompanying summary of significant accoungialicies and notes to
consolidated financial statements are an integaelgf 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 nearly 10% of our assets under management egrbleer 31, 2008.

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.HA\ee reclassified certain prior-year
amounts to be comparative with and conform to tlesgntation of our 2008 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 $20 million at December 31, 2008. This variaibkerest entity is a non-recourse, limited liafikiompany for which we are the collateral
manager and receive related investment advisosy e recognized the full impairment of this CB®@dstment in our 2002 statement of
income and do not expect to recognize any futunesgar losses from this investment.

STOCK SPLIT.

At the close of business on June 23, 2006, we teffiez two-for-one split of our common stock by isguadditional $.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.

We value our investments in sponsored mutual fatdise quoted closing net asset values, or NAVisspare of each mutual fund last
reported as of the balance sheet date, and geneladkify these holdings as available-for-sale.

Our investments in marketable debt securitiespuliog mortgage- and other asset-backed securigiigstly our savings bank subsidiary, are
also classified as available-for-sale and repaatddir value. These debt securities are genetatied in the over-the-counter market.
Securities with original maturities of one yeamuore are valued by us based on prices furnishetbblers who make markets in such
securities or by an independent pricing servicackvhonsiders the yield or price of bonds of comapée quality, coupon, maturity, and type,
as well as prices quoted by dealers who make nankeduch securities. Securities with original miséies of less than one year generally are
valued at amortized cost, which approximates falue; however, if amortized cost is deemed noéfiect fair value, such securities are
valued by us based generally on prices furnishededayers who make markets in such securities @nbypdependent pricing service. Our
investment valuation policies, methods and souaceshe same as those employed by the sponsoredlinfurids to price similar investment
holdings.

Changes in net unrealized security holding gaioss@s) on available-for-sale securities are reeegrin accumulated other comprehensive
income (loss).

We classify marketable equity securities other tsgansored mutual funds and some investments mssped mutual funds made at fund
formation as trading because they are expected twel for only a short period of time. Other invesnts are recognized using the cost or
equity methods of accounting, as appropriate.

We review the carrying amount of each investmerd guarterly basis and recognize an impairmentgehir non-operating investment
income (loss) whenever an unrealized loss is censi@other than temporary. A mutual fund holdinthwin impairment that has persisted
daily throughout the six months between quartersesdienerally presumed to have an other than teamponpairment unless there is
persuasive evidence, such as an increase in valhiseguent to quarter end, to overcome that presomp/e may also recognize an other
than temporary charge if particular circumstanaesat warrant our belief that a near-term recovemossible.
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CONCENTRATIONS OF RISK.

Concentration of credit risk in accounts receivablieelieved to be minimal in that our clients gaflg 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 underlyiegjassets are also subject to market risk,
which may arise from changes in equity prices, itmadings, foreign currency exchange rates, atel@st rates.

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

PROPERTY AND EQUIPMENT.

Property and equipment is stated at cost net afrautated depreciation and amortization computedgutie straight-line method. Provisions
for depreciation and amortization are based oridb@wing weighted average estimated useful livasmputer and communications software
and equipment, 3.5 years; buildings, 32.6 yeassdbold improvements, 9.1 years; furniture andrathaipment, 6.6 years; and leased land,
99 years.

GOODWILL.

We evaluate the carrying amount of goodwill in bafance sheet for possible impairment on an artrags in the third quarter of each year
using a fair value approach. Our evaluations hadeated that no impairment exists.

We internally conduct, manage and report our operatas one investment advisory business. We dbaa distinct operating segments or
components that separately constitute a businessrdingly, we attribute goodwill to a single refadrle business segment and reporting
unit — our investment advisory business.

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 tgogl 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 ralufunds’ Advisor and R class shares,
and the corresponding operating expense for payerthird-party financial intermediaries that disite those share classes, are recognized
in the period that they are earned, which is tmeesperiod that the related mutual funds recogtie& expense.

ADVERTISING.

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

EARNINGS PER SHARE.

Basic earnings per share does not include thedileffect of outstanding stock options, nonvestesiricted common shares, and outstanding
stock units, and is computed by dividing net incdigehe weighted average common shares outstandiag3.8 million in 2006,

264.8 million in 2007, and 259.3 million in 2008ilided earnings per share reflects the potentlatidin that could occur if outstanding stock
options were exercised, restricted common shargs aed stock units are converted to common shiriescomputed by increasing the
denominator of the basic calculation by potentialtive common shares, determined using the trgastack method, of 14.9 million in 2006,
14.4 million in 2007, and 10.8 million in 2008.

COMPREHENSIVE INCOME.

Total comprehensive income is reported in our clidated statements of stockholders’ equity andudet net income and the change in net
unrealized security holding gains (losses), afiteoime taxes (tax benefits).

STOCK AWARDS AND OPTIONS.

Our stockholders have approved the 2001 and 208k $ticentive Plans under which we have issuedicest shares and restricted stock
units that convert to shares after vesting. Theggl@/ee awards have been issued at the grantalateafue and vest over graded schedul
up to four years.

Under the 2001 and 2004 Stock Incentive Plans enatiser stockholder approved plans (the 1990, 18881996 Stock Incentive Plans and
the 1995, 1998 and 2007 plans for non-employeeidire), we have granted qualified incentive andquatified fixed stock options with a
maximum term of 10 years to employees and direc¥sting of our annual employee option grantsaisdal solely on the individual
continuing to render service and generally occues a five-year graded schedule. The exercise pfieach option granted is equivalent to
the market price of the common stock at the datgrarfit. Under the 2007 Non-Employee Director EqRign, we also grant restricted shares
and restricted stock units that vest over one yasted stock units are issued as dividend-equitsien stock units held by non-employee
directors.
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Net income includes a charge for stock of-based compensation expense of $59.2 million ir626@1.8 million in 2007, and $71.7 million
in 2008, including $6.1 million, $8.6 million, akb.6 million, respectively, for reload option graniin recognizing stock option-based
compensation expense, we used the Black-Scholememticing model to estimate the fair value of lraption grant, including reloads, as
follows:

Weightec-average Range
2006 2007 2008 2008
Gran-date fair value per option awarded, including rdlgaants $12.4 $12.31 $13.51 $2.36 t0 20.0
Assumptions use(
Expected life in year 5.5 5.4 5.6 .3to 8.¢
Expected volatility 26% 23% 24% 19to 4%
Dividend yield 1.7% 1.7% 1.7% 1.7t02.%
Risk-free interest rat 4.€% 4.2% 3.1% .810 3.%

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 expeets] Risk-free interest rates are set using gratg4d.S. Treasury yield curves for the same
periods as our expected lives.

We recognized compensation expense for stock-tmsarts other than stock options of $1.8 millior2@06, $8.0 million in 2007, and
$13.8 million in 2008.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENT?

NOTE 1— CASH EQUIVALENTS.

Cash equivalent investments in our sponsored moraket mutual funds aggregate $710.0 million atdbeer 31, 2007, and $555.6 million
at December 31, 2008. Dividends earned on thessiments totaled $35.4 million in 2006, $38.0 millin 2007, and $17.5 million in 2008.
NOTE 2— INFORMATION ABOUT RECEIVABLES, REVENUES, AND SERNES.

Accounts receivable from our sponsored mutual fdondadvisory fees and advisory-related administeaservices aggregate $144.6 million
at December 31, 2007, and $95.0 million at Decer3tteP008.

Revenues (in millions) from investment advisorywsms provided under agreements with our sponsongtdal funds and other investment
clients include:

2006 2007 2008
Sponsored mutual funds in the U
Stock and blended as: $ 937.t $1,168." $1,031.
Bond and money mark 155.€ 184.¢ 207.¢
1,093.: 1,353.: 1,238.¢
Other portfolios 415. 525.¢ 522.2
Total investment advisory fe $1,508.! $1,879.: $1,761.(

The following table summarizes the various investhpmrtfolios and assets under management (irobgh on which we earn advisory fees.

Average during December 31

2006 2007 2008 2007 2008

Sponsored mutual funds in the U
Stock and blended ass $152.2 $191.1 $168.¢ $200.€ $117.¢
Bond and money mark 35.4 41.7 47.5 45.4 46.5
187.€ 232.¢ 216.1 246.( 164.£
Other portfolios 112.] 141.¢ 142.] 154.( 111.¢
$299.7 $374.2 $358.2 $400.( $276.%

Fees for advisory-related administrative serviaewiged to our sponsored mutual funds were $239li8Bomin 2006, $273.9 million in 2007,
and $282.6 million in 2008. We provide all serviteshe sponsored U.S. mutual funds under contthatsare subject to periodic review and
approval by each of the funds’ boards. Regulatiensire that the funds’ shareholders also approaenal changes to investment advisory
contracts.

NOTE 3— INVESTMENTS IN SPONSORED MUTUAL FUNDS.
These investments (in millions) at December 31udel

Aggregate
Aggregat¢ Unrealized holding fair

cost Gains Losses value

2007
Stock and blended asset fur $ 427.(C $ 1147 $ (4 $ 541.:
Bond funds 197.2 32.7 — 229.¢
$ 624.2 $ 147.¢ $ (4) $ 771.C

2008
Stock and blended asset fur $ 345.7 $ 65 $ (379 $ 314.¢
Bond funds 185.: 16.5 (2.9 198.%
$ 531.( $ 22.¢ $ (40.9 $ 513t

Unrealized holding losses are considered tempanadyare attributable to fund holdings with an aggte fair value of $7.5 million at
December 31, 2007, and $195.2 million at DecemitePB08. Unrealized losses incurred in the secatfdofi 2008 totaling $30.1 million on
investments valued at $115.9 million at December2BD8, have been temporarily impaired on a cootisitbasis from September 30, 2008.
The remaining unrealized losses totaling $10.2ionillvere incurred in the fourth quarter of 2008fand investments valued at $79.3 millic
See Note 11 for information regarding investmemmg#osses) during the last three years.

Dividends, excluding capital gain distributionsfread on sponsored mutual fund investments totaded @illion in 2006, $8.3 million in
2007, and $10.4 million in 2008.
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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.

2007 2008
Unrealize« Unrealize
Fair gain Fair gain
value (loss) value (loss)
Investments with temporary impairment
Less than 12 months (59 securities in 2( $ 10.€ $ (.1) $ 40.1 $ (2.6
12 months or more (32 securities in 20 42.€ (.5 13.¢ (1.7
53.t (.6) 53.¢ 4.9
Investments with unrealized holding ga 73.4 .6 112.1 1.3
Balance at December . $ 126.¢ $ — $ 166.( $ (3.0
Aggregate cos $ 126.¢ $ 169.(

The unrealized losses in these investments werergncaused by changes in interest rates andehhgkidity, and not by changes in credit
quality. We have the ability and intent to holdgbesecurities to their maturities, which generedigrelate to the maturities of our customer
deposits, and to collect all contractual cash flowordingly, impairment of these investmentsassidered temporary.

The estimated fair value of our customer depasitility, based on discounting expected cash outflalvmaturity dates that range up to five
years, using current interest rates offered foodip with the same dates of maturity, was $115llomat December 31, 2007, and $16
million at December 31, 2008.

NOTE 5— OTHER INVESTMENTS.

These investments (in millions) at December 3lLidel

2007 2008

Cost method investmer $ 31t $ 40.1
U.S. Treasury Notes accounted for as held-to-ntgtu$70 million face amount, $72.5 million fair v, at

amortized cost plus accrued inter 70.€ —
Sponsored mutual fund investments held as trs 1.8 1.3
Equity method investmen A 5
Other marketable equity securities held as tra 1 —
Total other investmen $ 104.1 $ 41.¢

U.S. Treasury Notes totaling $30 million maturedinig 2008. The historically low interest rate eaviment of late 2008 resulted in
substantial capital appreciation on our remaining.Ureasury Note holdings of $40 million, which s@d in December 2008 at a
$2.6 million gain.

We had outstanding commitments to fund additiomatstments totaling $31.5 million at December IN&

NOTE 6— FAIR VALUE MEASUREMENTS.

We determine the fair value of our investments gisiiee broad levels of inputs as defined in Statdgrof Financial Accounting Standards
(SFAS) No. 157, Fair Value Measurements:

Level 1 — quoted prices in active markets for idtmadtsecurities.

Level 2 —observable inputs other than Level 1 quoted piieelsiding, but not limited to, quoted prices fomdliar securities, interest rat:
prepayment speeds, and credit risk. These inpatbased on market data obtained from independentes

Level 3 — unobservable inputs reflecting our owsuasptions based on the best information availabke do not value any investments
using Level 3 inputs.

These levels are not necessarily an indicatiohefisk or liquidity associated with the investngerithe following table summarizes our
investments (in millions) at December 31, 2008t #ra recognized in our balance sheet using féirevaeasurements determined based on
the differing levels of inputs.

Level 1 Level 2
Cash equivalent $ 555.¢
Investments in sponsored mutual fui
Held as availab-for-sale 513.t
Held as trading 1.3
Debt securities held by savings bank subsid — $ 166.(

©¥
=
(o}
»
—~

$1,070.¢
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NOTE 7— PROPERTY AND EQUIPMENT.

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

2007 2008
Computer and communications software and equip! $ 251t $ 250.€
Buildings and improvemen 204.2 272.¢
Leasehold improvemen 65.¢ 76.5
Furniture and other equipme 97.C 109.¢
Land 18.¢ 19.7
Leased lant 2.7 2.7
640.( 731.¢
Less accumulated depreciation and amortize 281.7 291.¢
$ 358.: $ 440.1

Compensation and related costs attributable taévelopment of computer software for internal wseling $7.7 million in 2006,
$8.9 million in 2007, and $10.9 million in 2008 lealveen capitalized.

We occupy certain office facilities, and rent corigoiand other equipment under noncancelable opgrkgases. Related rental expense was
$24.1 million in 2006, $25.6 million in 2007, an@70 million in 2008. Future minimum payments unitesse leases aggregate $25.7 million
in 2009, $24.6 million in 2010, $23.7 million in 20, $22.1 million in 2012, $19.9 million in 2013ca$80.9 million in later years.

NOTE 8— INTANGIBLE ASSETS.

Other assets include the unamortized cost of custaetationship intangible assets totaling $3.liamlat December 31, 2007, and

$2.5 million at December 31, 2008. In 2006, we aeglicustomer relationships with assets under memagt of $.1 billion in separate
accounts, and $.8 billion in mutual fund accountsrf two fund groups that merged into our sponsanathal funds. We paid $4.1 million as
part of these three transactions and recognizerketated intangible assets, which are amortized stmaight-line basis over 2.5 years for the
acquired separate account customer relationshippeweer 8 years for the acquired mutual fund custaglationships.

NOTE 9— INCOME TAXES.

The provision for income taxes (in millions) cortsisf;

2006 2007 2008
Current income taxe
U.S. federal and foreig $ 301.¢ $ 368.¢ $ 299:
State and loce 45.¢ 53.: 39.:
Deferred income tax benefi (19.0 (15.7) (33.9
$ 328.7 $ 406.2 $ 305.

Our accounting policy with respect to interest ardalties arising from income tax settlements itmgnize them as part of our provision
for income taxes.

Deferred income taxes arise from temporary diffeesrbetween taxable income for financial staterapdtincome tax return purposes.
Deferred tax benefits include $17.8 million in 20884.9 million in 2007, and $21.4 million in 2068ating to the recognition of stock
option-based compensation expense. Deferred tafitbenf $31.4 million in 2008 are attributableitwestment income (loss) recognition
differences, primarily related to other than tengprimpairments recognized on our sponsored miiual investments. Partially offsetting
the deferred tax benefits in 2007 were deferredgaf $8.1 million from the reversal of temporaiffestences related to property and
equipment and the use of foreign net operatingdasg/forwards. In 2008, deferred taxes of $17.Bionirelating to property and equipment
partially offset deferred tax benefits.
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The net deferred tax asset recognized in our balaheet in other assets includes the followingn(ifions) at December 31.

2007 2008
Deferred tax liabilities
Arising from net unrealized holding gai $ (52.0
Related to property and equipmi — $ (14.¢
Other (4.7 (5.6
(56.7) (20.2)
Deferred tax asse
Related to stoc-based compensatic 44.: 68.2
Related to investment income (lo: 5.4 36.¢
Related to property and equipmi 3.3 —
Related to accrued compensat 4.5 3.C
Arising from net unrealized holding loss — 7.2
Foreign net operating loss carryforwa 2.2 —
Other 2.2 3.€
61.¢ 118.¢
Net deferred tax ass $ 52 $ 98.€

Other assets also includes tax refund receivathl§4o7 million at December 31, 2007, and $46.2iamlat December 31, 2008.

Cash outflows from operating activities includedme taxes paid of $272.8 million in 2006, $329.8iari in 2007, and $289.9 million in
2008.

Cash flows from operating activities include incotar benefits of $66.8 million in 2006, $96.9 nahiin 2007, and $70.3 million in 2008
arising from stock-based compensation plans agtikiét reduced the amount of income taxes thatavbale otherwise been payable.
Operating cash outflows from payables and accradilities and financing cash inflows from commdraee issuances under stock-based
compensation plans include tax benefits of $65Iiamiin 2006, $94.9 million in 2007, and $68.7 laih in 2008. These tax benefits have
been recognized in stockholders’ equity as addificapital in excess of par value.

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

2006 2007 2008
Statutory U.S. federal income tax ri 35.(% 35.(% 35.(%
State income taxes for current year, net of fedacame tax benefit 2.7 3.0 2
Other items .6 (.9 _a
Effective income tax rat 38.2% 37.1% 38.4%
The following table reconciles our unrecognizedtierefits (in millions) during the year:
2007 2008
Balance at beginning of ye $ 3.C $ 48
Additions for tax positions related
2008 — 1.3
2007 1kt —
2006 and prior yeal .3 2
Balance at year er $ 48 $ 6.3

If recognized, these tax benefits would affect effiective tax rate; however, we do not expect thecognized tax benefits for tax positions
taken with respect to 2008 and prior years wilh#igantly change in 2009. Our United States fetiera obligations have been settled thro
the year 2000. Net interest recoverable recogriizedr balance sheets was $3.1 million at DecerBheP007, and $3.5 million at December
31, 2008. Interest recognized as part of our prorifor income taxes was not material in 2007 &0

NOTE 10— COMMON STOCK AND STOCK-BASED COMPENSATION PROGRASJ

AUTHORIZED SHARES.

At our annual meeting in April 2008, our stockhaklapproved a charter amendment increasing ouoazgill common shares from

500 million to 750 million.

SHARE REPURCHASES.

Accounts payable and accrued expenses includesy$Big¢n at December 31, 2007, and $4.0 milliorDacember 31, 2008, representing the
unsettled liability for common stock repurchaseslengrior to year end.

The Board of Directors has authorized the futuparehase of up to 14,679,430 common shares asadrbiger 31, 2008. Subsequently, we
repurchased 1.02 million of our common shares 2&.3% million through February 4, 20C



-32-




DIVIDENDS.

Cash dividends declared per share were $.59 in, 2096 in 2007, and $.96 in 2008. In March 2008 began paying our quarterly dividend
before quarter end instead of in the following niont

SHARES AUTHORIZED FOR STOCK-BASED COMPENSATION PRAGE&MS.

At December 31, 2008, 60,010,739 shares of unissorunon stock were reserved for issuance undestook-based compensation plans.
Additionally, 3,360,000 shares are reserved farasse under a plan whereby substantially all enga#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 arghges in our stock option grants during 2008.

Weightec-
average
Weightec remaining
average contractua
exercise term (in
Options price years)
Outstanding at beginning of 20 41,030,17 $24.5¢
Annual grants 5,153,30! $57.0¢
New hire and nc-employee director gran 9,80( $48.8:
Reload grant 792,64! $54.5(
Exercisec (6,873,63) $20.8¢
Forfeited or cancelle (1,074,54) $44.0(
Outstanding at end of 20( 39,037,74 $36.52 6.2
Exercisable at end of 20( 23,402,78 $29.0¢4 4.7

The total intrinsic value of options exercised W243.1 million in 2006, $300.1 million in 2007, a%#30.4 million in 2008. At December :
2008, the aggregate intrinsic value of in-the-mooptjons outstanding was $231.7 million and of @psi exercisable was $220.1 million.
There were 17.5 million outstanding options at @erage exercise price of $51.05 that were out-efatloney at December 31, 2008.

STOCK AWARDS.

The following table summarizes the status of arghges in our nonvested restricted shares andatestistock units during 2008.

Weightec-

Restrictec Restrictec average

shares stock units fair value
Nonvested at beginning of 20 319,30( 140,25( $50.2:
Granted to employee 270,25( 143,30( $56.91
Granted to nc-employee director 4,80( 7,20C $48.5¢
Vested (value at vest date was $5.9 milli (110,169 (54,71)) $49.4¢
Forfeited (8,98%) (2,500 $49.5
Nonvested at end of 20( 475,19: 233,53¢ $54.2¢

At December 31, 2008, non-employee directors hgl@% vested stock units that will convert to comrsbares upon their separation from
the board.

FUTURE STOCK-BASED COMPENSATION EXPENSE.

The following table presents the compensation espéim millions) to be recognized over the separasting periods of the 15,634,960
nonvested options and 708,733 restricted sharesesiritted stock units outstanding at DecembefB808. 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! $ 19.
Second quarter 20( 19.¢
Third quarter 200! 18.¢
Fourth quarter 200 13.4
Total 2009 71.€
2010 through 201 72.¢
Total $ 144.¢
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NOTE 11— INVESTMENT GAINS (LOSSES) AND OTHER COMPREHENSIMECOME (LOSS).

The following table reconciles our net unrealizegeistment holding gains and losses (in millionghai recognized in other comprehensive
income (loss).

2006 2007 2008
Net unrealized holding gains (losses) on investmansponsored mutual fun $ 46.¢ $ 66.C $ (254.%)
Reconciling amounts recognized in other investnrazdme (loss

Capital gain distributions receivt (8.8 (22.]) (5.6

Other than temporary impairmet 5 3 91.z

Net losses (gains) realized on dispositions, detexdhusing average cc (6.9 (5.9 4.5
Net unrealized holding gains (losses) recognizeathier comprehensive income (loss)

Investments in sponsored mutual ful 31.7 38.7 (164.5

Debt securities held by savings bank subsid .5 1.5 (3.0
Net unrealized holding gains (loss: 32.2 40.2 (167.5
Deferred tax benefits (income tax (11.9 (14.9 59.4
Net gains (losses) recognized in other compreherisaome (loss $ 20.t $ 25.7 $ (108.J)

The components of accumulated other comprehenssge(in millions) at December 31, 2008, are presthelow.

Net unrealized holding losses
Investments in sponsored mutual fui $ (17.5)
Debt securities held by savings bank subsid (3.0
(20.5)
Deferred income tax benefi 7.4

$ (13.)

NOTE 12— OTHER DISCLOSURES.

Our consolidated stockholders’ equity at Decemigr2B08, includes about $55 million that is resédcas to 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, tkediiood that an adverse determination in one arenpending claims would have a mate
adverse effect on our financial position or resafteperations is remote.

Compensation expense recognized for our definetfibation retirement plans was $38.8 million in 80®44.1 million in 2007, and
$43.6 million in 2008.

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

NOTE 13— SUPPLEMENTARY QUARTERLY FINANCIAL DATA (Unauditel

Basic Diluted
earnings earnings
Net Net per per
revenues income share share
(in millions)
2007
1st quarte $508.4 $142.¢ $.54 $.51
2nd quarte $551.1 $162.2 $.61 $.58
3rd quartel $571.C $174.¢ $.6€ $.623
4th quarte $597.¢ $190.7 $.72 $.68
2008
1st quarte $559.1 $151.k $.58 $.58
2nd quarte $586.5 $162.2 $.62 $.6C
3rd quartel $554.¢ $152.¢ $.5¢ $.5€
4th quarte! $415.¢ $ 24.: $.0¢ $.0¢

The sums of quarterly earnings per share for 2088eas than annual earnings per share for the2@28 because the computations are done
independently.
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Report of Independent Registered Public Accourfinm

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 sub&dig'the Company”) as of
December 31, 2008 and 2007, and the related cdasedl statements of income, stockholders’ equitgt,ash flows for each of the years in
the three-year period ended December 31, 2008 €ldmwssolidated financial statements are the redpibtysof the Company’s management.
Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alitsau

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

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenéspects, the financial position of T. Rowe
Price Group, Inc. and subsidiaries as of Decembg@08 and 2007, and the results of their operatamd their cash flows for each of the
years in the thre-year period ended December 31, 2008, in conformitly U.S. generally accepted accounting principles

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the Company’s
internal control over financial reporting as of Batber 31, 2008, based on criteria establishédt@mal Control — Integrated Framework
issued by the Committee of Sponsoring Organizatidrike Treadway Commission (COSO), and our regaied February 5, 2009, expres
an unqualified opinion on the effectiveness of@wwnpany’s internal control over financial reporting

/sl KPMG LLP

Baltimore, Maryland
February 5, 2009
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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, 2008. Basedhbrvhluation, our principal executive and printipeancial officers have concluded that
our disclosure controls and procedures as of DeeeBih 2008, are effective at the reasonable asseilavel to ensure that the information
required to be disclosed by us in the reportswheafile or submit under the Securities Exchange 934, including our Form 10-K annual
report, is recorded, processed, summarized andtezhavithin the time periods specified in the Sdms and Exchange Commission’s rules
and forms, and to ensure that information requioeole disclosed by us in the reports that we filsubmit under the Exchange Act is
accumulated and communicated to our managemehiding our principal executive and principal fin&alwfficers, or persons performing
similar functions, as appropriate to allow timeBcisions regarding required disclosure.

Our management, including our principal executind principal financial officers, has evaluated ahgnge in our internal control over
financial reporting that occurred during the fountiarter of 2008, and has concluded that therenwahange during the fourth quarter of
2008 that has materially affected, or is reasonbikdyy to materially affect, our internal controVer financial reporting.

Management’s report on our internal control oveaficial reporting and the attestation report of KPMLP follow.
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Report of Management on Internal Control Over FaiarReporting

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, manaant, and other personnel, to provide reasonableance 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 caenge with circumstances.

Management has evaluated the effectiveness ofigtepntrol over financial reporting as of Decem®&y 2008, in relation to criteria
described irnternal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizatidriie Treadway Commission
(COSO0). Based on management’s assessment, wedbtavthe company’s internal control over finahmégorting was effective as of
December 31, 2008.

KPMG LLP, an independent registered public accagntirm, has audited our financial statements &natincluded in this annual report and
expressed an unqualified opinion thereon. KPMGdiss expressed an unqualified opinion on the effeaperation of our internal control
over financial reporting as of December 31, 2008.

February 5, 200¢

/s/ James A.C. Kenned
Chief Executive Officer and Preside

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

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

We have audited T. Rowe Price Group, Inc. and siidrges’ (“the Company”) internal control over fimgial reporting as of December 31,
2008, based on criteria establishedniternal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatidrike
Treadway Commission (COSO). The Company’s manageimeasponsible for maintaining effective interoahtrol over financial reporting
and for its assessment of the effectiveness ofriateontrol over financial reporting, includedtire accompanying Report of Management on
Internal Control Over Financial Reporting. Our resgibility is to express an opinion on the Comparigiternal control over financial
reporting based on our audit.

We conducted our audit in accordance with the stadwdof 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 auditideld obtaining an understanding of internal cordv@r financial reporting, assessing the
that a material weakness exists, and testing aald&ing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestaywe believe that our audit provides
a reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablessesuregarding 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, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakstents 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 @jge reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygsats that could have a material effect on thenGiizd 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, T. Rowe Price Group, Inc. and sdiasies maintained, in all material respects, affecnternal control over financial
reporting as of December 31, 2008, based on aitsiablished iinternal Control — Integrated Framewoissued by the Committee of
Sponsoring Organizations of the Treadway Commission

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, 2008 and 2007, ancethted consolidated statements of
income, stockholders’ equity, and cash flows farteaf the years in the three-year period ended Dbee 31, 2008, and our report dated
February 5, 2009, expressed an unqualified opiaiothose consolidated financial statements.

/sl KPMG LLP

Baltimore, Maryland
February 5, 2009
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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 2009 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 2009 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 Part Il of thjsort.
(2) Financial Statement Schedules: Nc

(3) The following exhibits required by Item 66fLRegulation S-K are filed herewith, except fothibit 32 that is furnished herewith.
Management contracts and compensatory plans aadgarments are filed as Exhibits 10.06 through 1(

3() Charter of T. Rowe Price Group, Inc.fAasended by Articles of Amendment dated April 10020(Incorporated by
reference from Form -Q Report for the quarterly period ended March 308 Accession No. 00009501-08-001597.)

3(ii) Amended and Restated By-Laws of T. R&®riee Group, Inc. as of December 13, 2007. (Incaigal by reference from
Form &K Current Report as of December 13, 2007; AccesNion000095013-07-005002.)

10.01.: Representative Investment Management Agreeméhtmast of the T. Rowe Price mutual funds. (Incoaped by reference
from Form 485BPOS; Accession No. 000021¢-05-000006.)

10.01.: Amendment to representative Investment Managedgmement with most of the T. Rowe Price mutuaildfst
(Incorporated by reference from Form 485BPOS; AsioesNo. 00012678¢-05-000006.)

10.02 Representative Underwriting Agreemenivbeh a T. Rowe Price mutual funds and T. Rowe Pnigestment Services, Inc.
(Incorporated by reference from Forn-1A/A; Accession No. 00013681-06-000014.)

10.03 Transfer Agency and Service Agreemewnf danuary 1, 2008, between T. Rowe Price Servinesand the T. Rowe Price
Funds. (Incorporated by reference from Form 485BP&a8ession No. 00008718-08-000081.)

10.04 Agreement as of January 1, 2008, betWe&owe Price Retirement Plan Services, Inc. amiceof the T. Rowe Price
Funds. (Incorporated by reference from Form 485BP&a8ession No. 00008718-08-000081.)

10.05 Second Amended, Restated and Consolidatesk Agreement dated November 9, 2004, betwestnFEatt Street
Associates Limited Partnership and T. Rowe Pricgo8ites, Inc. (Incorporated by reference from FbéaK for 2004;
Accession No. 00009501-05-000815.)

10.06 1995 Director Stock Option Plan. (Incorporated éference from Form DEF 14A; Accession No. 000093-95-000009.)

10.07 1998 Director Stock Option Plan, as Aneehdnd Restated effective December 16, 2004, imgudrms of option
agreements. (Incorporated by reference from For-K for 2004; Accession No. 00009501-05-000815.)

10.08 2007 Non-Employee Director Equity Planc¢rporated by reference from Form DEF 14A; Acams$lo. 0001113169-07-
000018.)

10.09 Form of option agreement available foams issued under the 2007 Non-Employee DirectaitiE&lan (Incorporated by
reference from Form-8; Accession No. 00009501-07-001664.)
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10.10

10.11

10.12

10.13

10.14
10.15
10.16.:
10.16.:

10.17
10.18

10.19

10.20

10.21

14

21
23
31(i).1
31(i).2
32

Form of restricted stock agreement abkdléor awards issued under the 2007 Non-Employieecr Equity Plan
(Incorporated by reference from Fort-8; Accession No. 00009501-07-001664.)

Form of restricted stock units agreena@atlable for awards issued under the 2007 Non-Byaa Director Equity Plan
(Incorporated by reference from Fort-8; Accession No. 00009501-07-001664.)

Schedule of Non-Employee Director Compgas, as amended April 12, 2007. (Incorporateddigrence from Form 10-Q
for the quarterly period ended March 31, 2007; Asgan No. 00009501-07-001865.)

T. Rowe Price Group, Inc. Outside Direseferred Compensation Plan. (Incorporated kgreefice from Form 10-K for
2004; Accession No. 00009501-05-000815.)

1993 Stock Incentive Plan. (Incorporated by refeesinom Form -8 Registration Statement [File No.-72568].)
1996 Stock Incentive Plan. (Incorporated by refeesinom Form DEF 14A; Accession No. 000100€-96-000031.)
2001 Stock Incentive Plan. (Incorporated by refeesfinom Form DEF 14A; Accession No. 0001113-01-000002.)

First Amendment to 2001 Stock Incentive Plan di@tpril 8, 2004. (Incorporated by reference frommRDEF 14A;
Accession No. 00011131-04-000023.)

2004 Stock Incentive Plan. (Incorporated by refeeginom Form 1-K for 2007; Accession No. 00009502-08-000389.)

Forms of agreements available for staded awards issued under the 2001 and 2004 Stoektive Plans. (Incorporated
by reference from Form -K for 2007; Accession No. 0000950-08-000389.)

Annual Incentive Compensation Pool. (tpocated by reference from Form DEF 14A; Accession
No. 000111316-03-000001.)

Consulting Agreement dated January 306 2@ith James S. Riepe. (Incorporated by referémee Form 8-K Current
Report as of January 31, 2006; Accession No. 0000%E-06-000434.)

Consulting Agreement dated January 237 2@ith George A. Roche. (Incorporated by refeesinom Form 8-K Current
Report as of January 23, 2007; Accession No. 0000%2-07-000205.)

Code of Ethics for Principal Executive Odfiand Senior Financial Officers of T. Rowe Prige, Inc. under the
Sarbane-Oxley Act of 2002. (Incorporated by reference freorm 1(-K for 2007; Accession No. 00009501-08-000389.)

Subsidiaries of T. Rowe Price Group, |

Consent of Independent Registered Public Accouriiing, KPMG LLP.
Rule 13i-14(a) Certification of Principal Executive Office

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

Section 1350 Certification

-40-




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 6, 2009.

T. Rowe Price Group, Inc.

By: /s/ James A.C. Kenned!
Chief Executive Officer and Preside

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities indicated erirary 6, 2009.

/sl Brian C. Rogers
Chairman of the Board of Directol

/s/ Edward C. Bernarc
Vice Chairman of the Board of Directors

/s/ James A.C. Kenned»
Chief Executive Officer and President, Direci

/sl James T. Brady
Director

/sl J. Alfred Broaddus, Jr
Director

/s/ Donald B. Hebb, Jr.
Director

/s/ Alfred Sommer
Director

/s/ Dwight S. Taylor
Director

/s/ Anne Marie Whittemore
Director

/s/ Kenneth V. Moreland
Vice President and Chief Financial Offic

/sl Joseph P. Crotea
Vice President and Treasur
(Principal Accounting Officer)
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SUBSIDIARIES OF T. ROWE PRICE GROUP, INC. EXHIBIT 21
DECEMBER 31, 200t

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

T. Rowe Price Global Investment Services Limitedi(ed Kingdom) 10(%

Other subsidiaries have been omitted because, wdresidered in the aggregate, they do not consttsignificant subsidiary.



EXHIBIT 23

Consent of Independent Registered Public Accourking

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

We consent to the incorporation by reference irrélggstration statements on Form S-8 (No. 33-70l2,33-72568, No. 33-58749, No. 333-
20333, No. 333-90967, No. 333-59714, No. 333-120882 333-120883 and No. 333-142092) of T. Rowed>Group, Inc. of our reports
dated February 5, 2009, with respect to the codiatad balance sheets of T. Rowe Price Group, httsabsidiaries as of December 31, 2008
and 2007, and the related consolidated stateméinisame, stockholders’ equity and cash flows facle of the years in the three-year period
ended December 31, 2008, and the effectivenesgarhial control over financial reporting as of Dexder 31, 2008, which reports appear in
the December 31, 2008, Annual Report on Form 13-K &®owe Price Group, Inc.

/sl KPMG LLP

Baltimore, Maryland
February 5, 2009



Exhibit 31(i).1 Rule 13i-14(a) Certification of Principal Executive Offic
I, James A. C. Kennedy, certify that:

1.
2.

I have reviewed this Form -K Annual Report for the fiscal year ended Decen8igr2008 of T. Rowe Price Group, In

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nieadisg with respect to the period
covered by this repor

. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (as defin

in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hay

(a) Designed such disclosure controls andgahoes, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over finaheporting, or caused such internal control direancial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and predém this report our conclusions about
the effectiveness of the disclosure controls andeguiures, as of the end of the period coveredibyéport based on such evaluation; and

(d) Disclosed in this report any change inrégistrant’s internal control over financial refiog that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the equivalent
functions):

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

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

February 5, 2009

/sl James A.C. Kenned»

Chief Executive Officer and Preside



Exhibit 31(i).2 Rule 13i-14(a) Certification of Principal Financial Offic
I, Kenneth V. Moreland, certify that:

1.
2.

I have reviewed this Form -K Annual Report for the fiscal year ended Decen8igr2008 of T. Rowe Price Group, In

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nieadisg with respect to the period
covered by this repor

. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (as defin

in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hay

(a) Designed such disclosure controls andgahoes, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over finaheporting, or caused such internal control direancial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and predém this report our conclusions about
the effectiveness of the disclosure controls andeguiures, as of the end of the period coveredibyéport based on such evaluation; and

(d) Disclosed in this report any change inrégistrant’s internal control over financial refiog that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the equivalent
functions):

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

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

February 5, 2009

/s/ Kenneth V. Moreland

Vice President and Chief Financial Offic



Exhibit 32 Section 1350 Certificatiol

We certify, to the best of our knowledge, basednupoeview of the Form 1B-Annual Report for the fiscal year ended Decen8igr2008 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 in the Form 10-K AahReport fairly presents, in all material respgettie financial condition and results of
operations of T. Rowe Price Group, Inc.

February 5, 200

/sl James A.C. Kenned»
Chief Executive Officer and Preside

/s/ Kenneth V. Moreland
Vice President and Chief Financial Offic

A signed original of this written statement hasrbpeovided to T. Rowe Price Group, Inc. and willrb&ained by T. Rowe Price Group, Inc.
and furnished to the Securities and Exchange Cosioni®r its staff upon request.



