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Morgan Stanley Acquires Eaton 
Vance. 

On the 1st of March 2021, Morgan Stanley announced the
acquisition of Eaton Vance, a primer investment manager in
a 50% stock and a 50% Cash transaction valued at USD
7.6 Billion. As per terms of the agreement of the deal, Eaton
Vance’s shareholders received 0.5833 Morgan Stanley
common shares,$28.25 per share in cash, as well as a
$4.25 special dividend per share. This deal is on the cusp
of Morgan Stanley’s acquisition of premier wealth manager,
E*Trade, as Morgan Stanley is making strides to move into
a capital-light business model.
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Morgan Stanley Business Overview

Founded by Harold Stanley and Henry Morgan in 1935, 
Morgan Stanley is a multinational investment bank and 
financial service company headquartered in Manhattan, New 
York. Morgan Stanley provides its services to a variety of 
customers, which include governments, corporations, 
individuals and financial institutions. Morgan Stanley 
currently employees over 60,000 people and operates in 41 
countries around the world. Morgan Stanley operates 
through three main segments:

1) Institutional Securities- This segment provides 
investment banking services, sales and trading, capital 
fundraising, corporate lending, and other financial services 
to corporations, governments, financial institutions, and 
ultra-high net worth clients. Investment banking services 
include capital raising and financial advisory services.

2) Wealth Management- This segment provides an array of 
financial services and solutions to individual investors and 
small to medium-sized businesses and institutions.

3) Investment Management- This segment provides an 
array of investment strategies and products to a diverse 
group of clients across multiple channels (Institutional and 
intermediary).

Institutional securities and wealth management account for 
most of Morgan Stanley’s net revenues (53% and 40%), 
while investment management accounts for 7% of Morgan 
Stanley’s revenue (According to the FY 2020 report).
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Eaton Vance Business Overview

Eaton Vance is a Boston-based investment management 
company that provides advanced investment strategies, 
investment management, and advisory services to forward-
thinking investors and high-net-worth individuals and 
institutions. The company operates as an investment 
advisor to funds and separate accounts. Through its 
subsidiaries and other affiliates, Eaton Vance 
Management, Parametric, Atlanta Capital, Calvert and 
Hexavest offer an array of investment approaches, 
encompassing bottom-up and top-down fundamental active 
management, responsible investing, systematic investing 
and customized implementation of client-specific portfolio 
exposures. Moreover, the company’s open-end fund lineup 
includes tax-managed equity funds, non-tax managed 
equity and multi-asset funds. The company’s family of 
closed-end funds includes municipal bonds, domestic 
bonds, global equity and bank loans. As of July 31st, 2020, 
Eaton Vance had $507.4 Billion in assets under 
management.

Eaton Vance’s primary sources of revenue are 
management fees, distribution/underwriter fees and service 
fees. 
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Strategic Rationale for Acquisition

Since Morgan Stanley acquisition of E*TRADE in 2020, 
Morgan Stanley’s CEO, James Gorman, has highlighted 
the need to shift into a capital-light business line and away 
from the traditional capital-intensive business structure 
associated with investment banking. While discussing the 
acquisition of Eaton Vance, James Gorman stated that 
“this transaction further advances our strategic 
transformation by continuing to add more fee-based 
revenues to complement our world-class investment 
banking and institutional securities franchise”. The addition 
of Eaton Vance to Morgan Stanley’s portfolio means that 
Morgan Stanley will oversee $4.4tn AUM across its wealth 
management and investment management divisions. It is 
also important to consider that Morgan Stanley’s Wealth 
and Investment Management businesses have traditionally 
heavily relied on institutional clients. Whilst this group 
remains a large portion of their business, this acquisition 
coupled with their acquisition of E*TRADE in 2020 
demonstrates Morgan Stanley’s hopes to bring new 
clientele to the business. Eaton Vance has over 40,000 
clients, the vast majority of whom are individuals. By 
shifting towards a more capital-light business line and 
diversifying its client base, Morgan Stanley stands to gain a 
dominant stance in the asset management industry. Prior 
to the acquisition, Eaton Vance had net inflows into their 
funds every year between 2010 and 2020. According to 
Eaton Vance’s statements ending October 31st, 2020, 
They had $515.7 billion AUM and  $1.514 Billion in 
revenues generated from these accounts.

Deal Details
The deal was valued at approx. $7.6Billion and Eaton 
Vance share holders received 0.5833 Morgan Stanley 
common shares,$28.25 per share in cash as well as a 
$4.25 special dividend per share. This represents a 
58.37% premium. Prior to the announcement Eaton Vance 
traded at a 9.7x multiple and it was acquired for a 12.93x 
multiple which represents a slightly higher multiple than 
what was paid for comparable transactions. This 
acquisition closely follows an upwards trend in comparable 
transactions acquisition values and multiples.

Deal Value Announced Final

Transaction 
Value(M)

$7,622.12 $9,546.40

Equity Value $6454.42 $8378.69

Premium +58.37% +0.03%

Net Debt $1,167.70 $1,167.70
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Key Dates

Morgan Stanley announces 
acquisition of Eaton Vance- –
08/10/2020

Approved by HSR –10/11/2020

Approval by Target Board of 
Directors – 21/12/2020

Approved by Target 
Shareholders – 23/02/2021

Completion – 01/03/2021

The graph above shows the cumulative return of Morgan 
Stanley and Eaton Vance shares. Prior to the 
announcement of the acquisition, Eaton Vance shares 
provided a slightly higher return than Morgan Stanley 
shares.  On October 8th, 2020, after the deal was 
announced, Eaton Vance shares jumped approximately 
58%, aligning with the 58.37% premium Morgan Stanley 
had announced they would be paying for Eaton Vance.  
Furthermore, after the deal was announced, Eaton Vance 
recorded an all-time high in volume of approximately 14.65 
million shares. As for Morgan Stanley, its shares jumped 
slightly and followed an upward trend primarily due to 
abnormalities and generally favorable market conditions. 
On December 21st, 2020, the deal was approved by Eaton 
Vance’s shareholders, and on February 3rd, 2020, the deal 
was approved by Eaton Vance’s target shareholders. Eaton 
Vance delisted from all stock exchanges on March 3rd, 
2021, after the deal was finalized. Since the finalization of 
the deal, Morgan Stanley’s share price has been steadily 
increasing. 
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Post-merger performance

Since Morgan Stanley’s acquisition of Eaton Vance, 
Morgan Stanley has performed well. In their Q1 report, 
Morgan Stanley saw net revenues from investment 
management increase from $692m to ~$1.31bn in Q1 
2021. The strong performance from investment 
management in Q1 2021 can be attributed to the impact of 
Morgan Stanley’s acquisition of Eaton Vance. Morgan 
Stanley’s  Investment Management AUM grew from 
~$584bn Q1 2020 to ~$1.31tn Q1 2021 and to a current 
total of ~$5.4Tn AUM Q1 2021. The Eaton Vance 
acquisition allows Morgan Stanley to collect and generate 
more fee-based revenue as Morgan Stanley manages 
more assets, which was an immediate objective of the 
acquisition.

Though Morgan Stanley has performed well since the 
acquisition of Eaton Vance, it is too early to say if the deal 
has been successful. The acquisition of Eaton Vance 
moves Morgan Stanley in the right direction as it seeks to 
diversify its services. However, Morgan Stanley’s bet on 
moving to a more capital-light structure in wealth and 
investment management can truly be evaluated in the 
coming quarters and years. For now (July 2021), the 
acquisition has been a positive for Morgan Stanley’s 
financial performance and strategic goals. 

Key Risks
1) Morgan Stanley common stock may be affected by 

factors which may not have affected Eaton Vance’s 
common stock.

2) Morgan Stanley overpaid for Eaton Vance.

3) Inability to effectively manage expanded operations 
post-merger may affect future results. 

4) Competitor movement in wealth management 
(Goldman Sach’s Marcus). 

5) Due to macro-economic conditions and the long-term 
nature of the deal, there is an increased risk that the 
deal may not provide the revenue synergies which 
was once expected.Figures in $USD Millions, except per share data and where

stated otherwise 
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