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Filed Pursuant to Rule 424 (b)(2)
Registration No. 333-182440

Title of Each Class of Maximum Aggre gate Amount of
Securities to be Registered Offering Price(1) | Registration Fee (1)
Depositary Shares (each representing a 1/40th interest in a share of Fixed Rate Non-Cumulative
Perpetual Preferred Stock, Series B, of Discover Financial Services) $575,000,000 $78,430

(1) Calculated inaccordance with Rule 457(0) and 457(r) of the Securities Act of 1933, as amended. Includes 3,000,000 Depositary
Shares that may be purchased by the underwriters pursuant to their option to purchase additional Depositary Shares to cover over-
allotments.
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PROSPECTUS SUPPLEMENT
(To prospectus dated June 29, 2012)

DISC&VER

FINANCIAL SERVICES

20,000,000 Depositary Shares Each Representing a
1/40t Interest in a Share of Fixed Rate Non-Cumulative Perpetual Preferred Stock, Series B

We, Discover Financial Services, are offering 20,000,000 of our depositary shares each representing a 1/40th ownership interest in a share of our fixed
rate non-cumulative perpetual preferred stock, Series B (the “Preferred Stock™), with a liquidation preference of $25 per depositary share (equivalent to
$1,000 per share of Preferred Stock). As a holder of depositary shares, you will be entitled to all proportional rights and preferences of the Preferred Stock
(including dividend, voting, redemption and liquidation rights). You must exercise any such rights through the depositary.

We will pay dividends on the Preferred Stock, when, as, and ifdeclared to the extent that we have lawfully available funds to pay dividends. Dividends
will accrue and be payable from, and including, the date ofissuance at a rate 0of6.50% per annum, payable quarterly in arrears, on
March 1, June 1, September 1 and December 1 ofeach year, beginning on December 1, 2012. Upon payment of any dividends on the Preferred Stock,
holders of depositary shares are expected to receive a proportionate payment.

Dividends on the Preferred Stock will not be cumulative. If for any reason our Board of Directors or a duly authorized committee of the Board of
Directors does not declare a dividend on the Preferred Stock for any dividend period, such dividend will not accrue or be payable, and we will have no
obligation to pay dividends for such dividend period, whether or not dividends on the Preferred Stock are declared for any future dividend period. Dividends
on the Preferred Stock will not be declared, paid or set aside for payment to the extent such act would cause us to fail to comply with applicable laws and
regulations, including applicable capital adequacy guidelines.

We may redeem the Preferred Stock at our option, subject to regulatory approval, (1) in whole or in part, from time to time, on any dividend payment
date on or after December 1, 2017 or (2) in whole but not in part, at any time within 90 days following a regulatory capital treatment event (as defined herein),
in each case ata redemption price equal to $1,000 per share (equivalent to $25 per depositary share), plus any declared and unpaid dividends, without
regard to any undeclared dividends, to, but excluding, the redemption date. If we redeem the Preferred Stock, the depositary is expected to redeem a
proportionate number of depositary shares.

Application will be made to list the depositary shares on the New York Stock Exchange (the “NYSE”) under the symbol “DFSPrB”. If the application is
approved, we expect trading of the depositary shares to commence within a 30-day period after the original issuance date ofthe depositary shares. Our
common stock is listed on the NYSE under the symbol “DFS.”

The Preferred Stock will not have any voting rights, except as set forth under “Description of Preferred Stock — Voting Rights” on page S-22 of this
prospectus supplement.

Per Depositary
Share Total
Public offering price(l) $ 25.00000 $500,000,000.00
Underwriting discounts and commissions(2) $ 0.61724 $ 12,344,812.50
Proceeds, before expenses, to us(3) $ 24.38276 $ 487,655,187.50

(1) The public offering price does notinclude accrued dividends, ifany, that may be declared. Dividends, if declared, will accrue from, and including, the
original issue date, which is expected to be October 16, 2012.

(2) Reflects 8,255,000 depositary shares sold to institutional investors, for which the underwriters received an underwriting discount of $0.3750 per
depositary share, and 11,745,000 depositary shares sold to retail investors, for which the underwriters received an underwriting discount of $0.7875 per
depositary share.

(3) Assumes no exercise ofthe underwriters’ over-allotment option described below.

We have granted the underwriters an option to purchase up to an additional 3,000,000 depositary shares within 30 days after the date of this prospectus
supplement at the public offering price, less underwriting discounts and commissions, solely to cover over-allotments, ifany.

Investing in our depositary shares involves risks. Before buying any depositary shares representing an interest in our
Preferred Stock, you should read this prospectus supplement, the accompanying prospectus and all information
incorporated by reference herein and therein, including the discussion of material risks ofinvesting in our depositary
shares representing aninterest in our Preferred Stockin the “Risk Factors ” section beginning on page S-11 of this
prospectus supplement. Neither the depositary shares nor the Preferred Stock are investment grade rated and the
depositary shares and Preferred Stock are subject to the risks associated with non-investment grade securities.

Neither the Securities and Exchange Commission (the “SEC”) nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Neither the depositary shares nor the Preferred Stock are a deposit, savings account or other obligation of a bank and neither are insured or
guaranteed by the Federal Deposit Insurance Corporation (the “FDIC”) or any other governmental agency or instrume ntality.

The underwriters expect to deliver the depositary shares in book-entry form only through the facilities of The Depository Trust Company and its
participants, including Euroclear Bank S.A./N.V., as operator of the Euroclear System, and Clearstream Banking, sociét¢ anonyme on or about October 16,
2012.

Joint Book-Running Managers
BofA Merrill Lynch Citigroup J.P. Morgan UBS Investment Bank Wells Fargo Securities

Senior Co-Managers

Deutsche Bank Securities Goldman, Sachs & Co. RBC Capital Markets

Prospectus Supplement dated October 9, 2012
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Youshould rely only on the information contained in or incorporated by reference in this prospectus supplement, the
accompanying prospectus and any free writing prospectus we may provide you in connection with this o ffering. We have not, and the
underwriters have not, authorized any other person to provide you with different information. If anyone provides you with different or
inconsistent information, youshould not rely onit. We are not, and the underwriters are not, making an o fferto sell the depositary
shares in any jurisdiction where the offer or sale is not permitted. You should assume that the information appearing in this prospectus
supplement, the accompanying prospectus, any free writing prospectus we may provide you in connection with this o ffering and the
documents incorporated by reference herein and therein is accurate only as of its respective date. Our business, financial condition,
results of operations and prospects may have changed since such date.

ABOUT THIS PROSPECT US SUPPLEMENT

We provide information to you about the depositary shares and the Preferred Stock in two separate documents: (1) this
prospectus supplement, which describes the specific terms of the depositary shares and the Preferred Stock and also adds to and
updates information contained in the accompanying prospectus and the documents incorporated by reference in that prospectus and
(2) the accompanying prospectus, which provides general information about securities we may o ffer from time to time, including
securities other than the depositary shares and the Preferred Stock. If information in this prospectus supplement is inconsistent with the
accompanying prospectus, youshould rely on this prospectus supplement.

It is important for youto read and consider all of the information contained in this prospectus supplement and the accompanying
prospectus in making your investment decision. You also should read and consider the information in the documents we have referred
youto inthe section entitled “Where You Can Find More Information” and “Documents Incorporated by Reference” beginning on
page S-45 of this prospectus supplement and page 26 and page 27, respectively, of the accompanying prospectus.

We include cross-references in this prospectus supplement and the accompanying prospectus to captions in these materials
where you can find additional related discussions. The table of contents in this prospectus supplement provides the pages on which
these captions are located.

CEINNT3 2 2 ¢

Unless the context requires otherwise, references to “issuer”, “we,” “us,” “our,” “Discover” or “the Company” means Discover
Financial Services, a Delaware corporation.

FORWARD-LOOKING STATEMENT'S

This prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein and therein
contain or will contain certain statements that are forward-lo oking within the meaning of the Private Securities Litigation Reform Act of
1995. These statements are not guarantees of future performance and involve certain risks, uncertainties and assumptions that are
difficult to predict. Actual outcomes and results may differ materially from those expressed in, or implied by, our forward-lo oking
statements. Words such as “expects,” “anticipates,” “believes,” “estimates” and other similar expressions or future or conditional
verbs such as “will,” “should,” “would” and “could” are intended to identify such forward-looking statements. Youshould not rely
solely onthe forward-looking statements, which are qualified in their entirety by reference to, and are accompanied by, the important
factors described in our Annual Report on Form 10-K for the fiscal year ended November 30, 2011, including under the headings “Risk
Factors” and “Special Note Regarding Forward-Looking Statements,” as updated by our other SEC filings filed after such Annual
Report, including our Quarterly Reports on Form 10-Q for the quarterly periods ended February 29, 2012, May 31, 2012 and August 31,
2012. Youshould consider all uncertainties and risks contained in or incorporated by reference into this prospectus supplement and the
accompanying prospectus. Forward-looking statements speak only as of the date they are made, and we undertake no obligation to
update any forward-looking statement.

2 ¢
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Possible events or factors that could cause results or performance to differ materially from those expressed in our forward-
looking statements include the following:

changes in economic variables, such as the availability of consumer credit, the housing market, energy costs, the number
and size of personal bankruptcy filings, the rate of unemployment, the levels of consumer confidence and consumer debt,
and investor sentiment;

the impact of current, pending and future legislation, regulation, supervisory guidance, and regulatory and legal actions,
including those related to financial regulatory reform, consumer financial services practices, and funding, capital and
liquidity;

the actions and initiatives of current and potential competitors;

our ability to manage our expenses;

our ability to successfully achieve card acceptance across our networks and maintain relationships with network participants;
our ability to sustain and grow our private student loan portfolio;

our ability to manage our credit risk, market risk, liquidity risk, operational risk, legal and compliance risk, and strategic risk;
the availability and cost of funding and capital;

access to deposit, securitization, equity, debt and credit markets;

the impact of rating agency actions;

the level and volatility of equity prices, commodity prices and interest rates, currency values, investments, other market
fluctuations and other market indices;

losses inour investment portfolio;

limits on our ability to pay dividends and repurchase our common stock;

fraudulent activities or material security breaches of key systems;

our ability to increase or sustain Discover card usage or attract new customers;

our ability to attract new merchants and maintain relationships with current merchants;

the effect of political, economic and market conditions, geopolitical events and unforeseen or catastrophic events;
our ability to introduce new products orservices;

our ability to manage our relationships with third-party vendors;

our ability to maintain current technology and integrate new and acquired systems;

our ability to collect amounts for disputed transactions from merchants and merchant acquirers;
our ability to attract and retain employees;

our ability to protect our reputation and our intellectual property;

difficulty obtaining regulatory approval for, financing, closing, transitioning, inte grating or managing the expenses of
acquisitions of or investments in new businesses, products ortechnologies; and

new lawsuits, investigations or similar matters or unanticipated developments related to current matters.

We routinely evaluate and may pursue acquisitions of or investments in businesses, products, technologies, loan portfolios or
deposits, which may involve payment in cash or our debt or equity securities.

S-2
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The foregoing review of important factors should not be construed as exclusive and should be read in conjunction with the other
cautionary statements that are included in or incorporated by reference into this prospectus supplement and the accompanying
prospectus. These factors expressly qualify all subsequent oral and written forward-looking statements attributable to us or persons
acting on our behalf. Except for any ongoing obligations to disclose material information as required under U.S. federal securities laws,
we do not have any intention or obligation to update forward-looking statements after we distribute this prospectus supplement and the
accompanying prospectus, whether as a result of new information, future developments or otherwise.

S-3
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SUMMARY OF THE OFFERING

The following summary highlights selected information from this prospectus supplement and the accompanying prospectus
about the depositary shares, the Preferred Stock and this offering. This description is not complete and does not contain all of the
information that you should consider before investing in the depositary shares. You should read this prospectus supplement and the
accompanying prospectus, including the documents we incorporate by reference, carefully to understand fully the terms of the
depositary shares and the Preferred Stock as well as other considerations that are important to you in making a decision about
whether to invest in the depositary shares. You should pay special attention to the “Risk Factors” section beginning on page S-11 of
this prospectus supplement, and the “Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended November 30, 2011
and our Quarterly Report on Form 10-Q for the quarterly period ended May 31, 2012 to determine whether an investment in the
depositary shares is appropriate for you. This prospectus supplement includes forward-looking statements that involve risks and
uncertainties. For a more complete understanding of the depositary shares and the Preferred Stock, you should read the section
entitled “Description of Preferred Stock” beginning on page S-18 of this prospectus supplement and the section entitled
“Description of Depositary Shares” beginning on page S-25 of this prospectus supplement as well as the section entitled
“Description of Capital Stock” beginning on page 17 of the accompanying prospectus and the section entitled “Description of
Depositary Shares” beginning on page 20 of the accompanying prospectus. To the extent the information in this prospectus
supplement is inconsistent with the information in the accompanying prospectus, you should rely on information in this prospectus
supplement.

Discover Financial Services
Issuer

20,000,000 depositary shares (23,000,000 depositary shares if the underwriters

Securities Offered exercise their over-allotment option in full) each representing a 1/40th ownership
interest in a share of Fixed Rate Non-Cumulative Perpetual Preferred Stock,
Series B, $0.01 par value (the “Preferred Stock™), with a liquidation preference of
$25 perdepositary share (equivalent to $1,000 per share of Preferred Stock) of
Discover. Eachholder of a depositary share will be entitled, through the
depositary, in proportion to the applicable fraction of a share of Preferred Stock
represented by such depositary share, to all the rights and preferences of the
Preferred Stock represented thereby (including dividend, voting, redemption and
liquidation rights).

We reserve the right to re-open this series of preferred stock and issue additional
shares of the Preferred Stock either through public or private sales at any time
and from time to time. The additional shares would form a single series with the
Preferred Stock.

We have granted the underwriters an optionto purchase up to an additional
3,000,000 depositary shares within 30 days after the date of this prospectus
supplement at the public offering price, less underwriting discounts and
commissions, solely to cover over-allotments, if any.

We will pay dividends onthe Preferred Stock, when, as, and if declared by our

Dividends Board of Directors or a duly authorized committee of the Board of Directors.
Dividends will accrue and be payable from, and including, the date of issuance to,
but excluding, the dividend
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payment date at a rate of 6.50% per annum, payable quarterly, in arrears. See also
the subsection “— Dividend Payment Dates” below. Upon the payment of any
dividends onthe Preferred Stock, holders of depositary shares willreceive a
related proportionate payment.

Dividends onthe Preferred Stock willnot be cumulative. If our Board of
Directors or a duly authorized committee of the Board of Directors does not
declare a dividend on the Preferred Stock inrespect of a dividend period, then no
dividend shall be deemed to have accrued for such dividend period, be payable
onthe applicable dividend payment date, or be cumulative, and we will have no
obligation to pay any dividend for that dividend period, whether ornot our Board
of Directors or a duly authorized committee of our Board of Directors declares a
dividend on the Preferred Stock for any future dividend period.

The declaration and payment of future dividends on the Preferred Stock, as well
as the amount thereof, are subject to the discretion of our Board of Directors.
The amount and size of any future dividends will depend upon our results of
operations, financial condition, capital levels, cash requirements, future
prospects and other factors. We are a holding company that conducts
substantially all of our operations through our bank and non-bank subsidiaries, and
thus our ability to declare and pay dividends onthe Preferred Stock depends on
the ability of our subsidiaries, including our principal banking subsidiary, Discover
Bank, to pay dividends to us. The ability of our banking subsidiaries to pay
dividends to us in the future is subject to bank regulatory requirements.

While the Preferred Stock is outstanding, unless, in each case, the full dividends
for the preceding dividend period on all outstanding shares of Preferred Stock
have been declared and paid or declared and a sum sufficient for the payment
thereof has been set aside:

* no dividend will be declared or paid or set aside for payment and no
distribution will be declared or made orset aside for payment on any junior
stock, other than:

+ adividend payable solely in junior stock, or

+ any dividend in connection with the implementation of a shareholders’ rights
plan, or the redemption or repurchase of any rights under any such plan;

* no shares of junior stock shall be repurchased, redeemed or otherwise
acquired for consideration by us, directly or indirectly (nor shall any monies be
paid to or made available for a sinking fund for the redemption of any such
securities by us) other than:

» as aresult of areclassification of junior stock for or into other junior stock;

+ the exchange orconversionof one share of junior stock for or into another
share of junior stock;
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+ through the use of the proceeds of a substantially contemporaneous sale of
other shares of junior stock;

* purchases, redemptions or other acquisitions of shares of the junior stock in
connection with any employment contract, benefit plan or other similar
arrangement with or for the benefit of employees, officers, directors or
consultants;

* purchases of shares of junior stock pursuant to a contractually binding
requirement to buy junior stock existing prior to the preceding dividend
period, including under a contractually binding stock repurchase plan;

* the purchase of fractional interests in shares of junior stock pursuant to the
conversionor exchange provisions of such stock or the security being
converted or exchanged; or

* the acquisition by us or any of our subsidiaries of record ownership in junior
stock for the beneficial ownership of any other persons (other than for the
beneficial ownership by us or any of our subsidiaries), including as trustees
or custodians; and

* no shares of parity stock, if any, shall be repurchased, redeemed or otherwise

acquired for consideration by us, directly or indirectly (nor shall any monies be
paid to or made available for a sinking fund for the redemption of any such
securities by us), during a dividend period, other than:

* pursuant to pro rata offers to purchase all, or a pro rata portion, of the
Preferred Stock and such parity stock, if any;

» as aresult of a reclassification of parity stock for or into other parity stock;

* the exchange orconversion of parity stock for or into other parity stockor
junior stock;

* throughthe use of the proceeds of a substantially contemporaneous sale of
other shares of parity stock;

* purchases of shares of parity stock pursuant to a contractually binding
requirement to buy parity stock existing prior to the preceding dividend
period, including under a contractually binding stock repurchase plan;

* the purchase of fractional interests in shares of parity stock pursuant to the
conversionor exchange provisions of such stock or the security being
converted orexchanged; or

+ the acquisition by us or any of our subsidiaries of record ownership in parity
stock for the beneficial ownership of any other persons (other than for the
beneficial ownership by us or any of our subsidiaries), including as trustees
or custodians.

While the Preferred Stock is outstanding, unless the full dividends for the
preceding dividend period on all outstanding shares of Preferred Stock have been
declared and paid or declared and a sum sufficient for the payment thereo f has
beenset aside, no dividend will be
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Dividend Payment Dates

Redemption

Liquidation Rights

declared or paid orset aside for payment and no distribution will be declared or
made orset aside for payment on any securities that rank equally with the
Preferred Stock. When dividends are not paid in full upon the shares of Preferred
Stock and parity stock, if any, all dividends declared upon shares of Preferred
Stock and parity stock, if any, will be declared on a proportional basis so that the
amount of dividends declared per share will bear to each other the same ratio that
accrued dividends for the then-current dividend period per share on Preferred
Stock, and accrued dividends, including any accumulations, if any, on parity
stock, if any, bear to each other.

Dividends on the Preferred Stock willnot be declared, paid or set aside for
payment to the extent such act would cause us to failto comply with applicable
laws and regulations, including applicable capital adequacy guidelines.

Dividends on the Preferred Stock will be payable when, as, and if declared by our
Board of Directors or a duly authorized committee of our Board of Directors,
quarterly on March 1, June 1, September 1 and December 1 of eachyear,
beginning on December 1, 2012 (each a “dividend payment date”). If any
dividend payment date is not a business day, then the payment will be made on
the next business day without any adjustment to the amount of dividends paid.

The Preferred Stock is perpetual and has no maturity date. We may redeem the
Preferred Stock at our option, (i) in whole or in part, from time to time, on any
dividend payment date onorafter December 1, 2017 or (ii) in whole but not in
part, at any time within 90 days following a regulatory capital treatment event (as
defined herein), ineach case at a redemption price equal to $1,000 per share
(equivalent to $25 per depositary share), plus any declared and unpaid dividends,
without regard to any undeclared dividends, on the shares of Preferred Stock
called forredemption to, but excluding, the redemption date. If we redeem the
Preferred Stock, the depositary willredeem a proportionate numberof
depositary shares. Neither the holders of Preferred Stocknor holders of
depositary shares will have the right to require the redemption or repurchase of
the Preferred Stock.

Any redemption of the Preferred Stock is subject to ourreceipt of any required
prior approval by the Board of Govemors of the Federal Reserve System (the
“Federal Reserve”) and to the satisfaction of any conditions set forth in the
capital guidelines orregulations of the Federal Reserve applicable to redemption
of the Preferred Stock. Neither the holders of the Preferred Stock nor the holders
of the related depositary shares will have the right to require redemption.

In the event we liquidate, dissolve or wind-up our business and affairs, either

vo luntarily or invo luntarily, holders of the Preferred Stock are entitled to receive
a liquidating distribution of $1,000 per share (equivalent to $25 per depositary
share), plus any declared and unpaid dividends, without accumulation of any
undeclared dividends
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Voting Rights

Ranking

No Maturity

Preemptive and Conversion Rights

Listing

Tax Consequences

Use of Proceeds

before we make any distribution of assets to the holders of ourcommon stock
orany otherclass orseries of shares of junior stock. Distributions will be made
only to the extent of Discover’s assets that are available after satisfaction of all
liabilities to creditors and subject to the rights of holders of any securities ranking
senior to the Preferred Stock and pro rata as to the Preferred Stock and any other
shares of our stock ranking equally as to such distribution, if any.

None, except withrespect to authorizing or increasing the authorized amount of
senior stock, certain changes in the terms of the Preferred Stock and in the case
of certain dividend non-payments. See “Description of Preferred Stock —
Voting Rights” beginning on page S-22. Holders of depositary shares must act
through the depositary to exercise any voting rights, as described under
“Description of Depositary Shares — Voting the Preferred Stock” beginning on
page S-26.

Shares of the Preferred Stock will rank senior to our common stock, and at least
equally with each other series of our preferred stock, if any, we may issue if
provided for in the certificate of designations relating to such preferred stockor
otherwise (except for any senior series that may be issued with the requisite
consent of the holders of the Preferred Stock and all other parity stock, if any),
withrespect to the payment of dividends and distributions upon liquidation,
dissolution or winding up. See “Description of Preferred Stock—Other Preferred
Stock.” We will generally be able to pay dividends and distributions upon
liquidation, dissolution or winding up only out of lawfully available assets for such
payment after satisfaction of all claims for indebtedness and other non-equity
claims.

The Preferred Stock does not have any maturity date, and we are not required to
redeem the Preferred Stock. Accordingly, the Preferred Stock will remain
outstanding indefinitely, unless and until we decide to redeem it and receive prior
approval of the Federal Reserve to do so.

None.

Application will be made to list the depositary shares onthe NYSE under the
symbol “DFSPrB”. If the application is approved, we expect trading of the
depositary shares onthe NYSE to commence within a 30-day period after the
original issuance date of the depositary shares.

Fordiscussion of the tax consequences relating to the Preferred Stock and the
depositary shares, see the section entitled “United States Federal Income Tax
Consequences” beginning on page S-31 in this prospectus supplement.

We estimate that the net proceeds of this offering will be approximately $486.4
million ($559.0 million if the underwriters exercise their over-allotment option in
full and the over-allotment
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Risk Factors

Depositary, Transfer Agent & Registrar

shares are sold to retail investors), after deducting underwriting commissions and
estimated offering expenses payable by us. We expect to use the net proceeds
from the sale of our depositary shares for general corporate purposes, which
may include: advances to our subsidiaries to finance their activities, repayment of
outstanding indebtedness and repurchases and redemptions of issued and
outstanding securities of Discover Financial Services and its subsidiaries. The
precise amounts and timing of our use of the net proceeds will depend upon our
and our subsidiaries’ funding requirements and the availability of other funds.
Pending suchuse, we intend to invest the net proceeds in interest-bearing
investment-grade securities and bank deposits.

Please refer to the section entitled “Risk Factors” beginning on page S-11 and
other information included or incorporated by reference in this prospectus
supplement and the accompanying prospectus fora discussion of factors you
should consider carefully before deciding to invest in our depositary shares.

Computershare Shareowner Services LLC will be the depositary, transfer agent
and registrar for the Preferred Stock.
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Summary Consolidated Financial Information

The table below sets forth summary consolidated financial information for the periods indicated. This information is derived
from the financial statements we have incorporated by reference into this prospectus supplement and the accompanying
prospectus. Youshould read it to gether with our historical consolidated financial statements and the related notes incorporated by
reference into this prospectus supplement and the accompanying prospectus and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” in our Annual Report on Form 10-K for the fiscal year ended November 30, 2011
and in our Quarterly Reports on Form 10-Q for the quarterly periods ended February 29, 2012, May 31, 2012 and August 31, 2012,
all of which are incorporated by reference into this prospectus supplement and the accompanying prospectus. See “Where You
Can Find More Information” and “Documents Incorporated by Reference” onpage S-45. Our historical results are not necessarily
indicative of our future results.

For the nine months For the years ended

ended August 31, November 30,
2012 2011 20110 20100 2009
(dollars in thousands)

Statement of Income Data:
Interest income $ 4,997,146 $ 4,725,334 $ 6,345,139 $ 6,146,218 $ 3,145,080
Interest expense 1,019,109 1,124,760 1,484,552 1,582,988 1,251,284
Net interest income 3,978,037 3,600,574 4,860,587 4,563,230 1,893,796
Other income(2) 1,676,893 1,658,431 2,205,174 2,094,999 4,840,595
Revenue net of interest expense 5,654,930 5,259,005 7,065,761 6,658,229 6,734,391
Provision forloanlosses 510,401 692,763 1,013,350 3,206,705 2,362,405
Other expense 2,251,402 1,872,699 2,541,167 2,182,665 2,251,088
Income before income tax expense 2,893,127 2,693,543 3,511,244 1,268,859 2,120,898
Income tax expense 1,098,844 979,414 1,284,536 504,071 844,713
Income from continuing operations 1,794,283 1,714,129 2,226,708 764,788 1,276,185
Net income(?) $ 1,794,283 $ 1,714,129 $ 2,226,708 $ 764,788 $ 1,276,185
Net income allocated to common

stockholders $ 1,776,770 $ 1,694,636 $ 2,201,759 $ 667,938 $ 1,206,965
Statement of Financial Condition

Data (as of):
Loanreceivables(® $59,157,512 $54,082,451 $57,336,935 $48,836,413 $23,625,084
Total assets $73,908,664 $65,725,667 $68,783,937 $60,784,968 $46,020,987
Total stockholders’ equity $ 9,145,913 $ 8,005,916 $ 8,242,211 $ 6,456,846 $ 8,435,547
Allowance forloanlosses $ 1,687,664 $ 2,273,058 $ 2,205,196 $ 3,304,118 $ 1,757,899
Long-term borrowings $19,246,113 $17,718,200 $18,287,178 $17,705,728 $ 2,428,101
Ratios:
Return on average equity 27% 31% 30% 12% 17%
Return on average assets 3% 3% 3% 1% 3%
Average stockholders’ equity to

average total assets 13% 12% 12% 11% 18%
Selected Statistics:
(Total Loan Receivables)
Net principal charge-o ff rate 2.39% 441% 3.99% 7.57% 7.45%
Delinquency rate (over 30 days) 1.71% 2.35% 2.30% 3.89% 4.92%
Delinquency rate (over 90 days) 0.81% 1.17% 1.14% 2.04% 2.58%

(1) Amounts as of and for the years ended November 30, 2011 and 2010 include securitized loans as a result of the consolidation
of the securitization trusts related to a change in accounting principle on December 1, 2009. Amounts priorto December 1,
2009 do not include securitized loans.

(2) The yearended November 30, 2009 includes $1.9 billion pretax ($1.2 billion after tax) of income related to the settlement of
our antitrust litigation with Visa and MasterCard.

(3) The nine months ended August 31,2012 and 2011 and the year ended November 30, 2011 include $3.1 billion of student loan
receivables acquired in connection with the acquisition of The Student Loan Corporation in December 2010 and the nine months
ended August 31, 2012 and the year ended November 30, 2011 include $2.4 billion of student loanreceivables acquired from
Citibank, N.A. acquired in September2011.
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RISKFACTORS

Investing in the depositary shares involves risks, including the risks described below that are specific to the depositary shares and
the Preferred Stock and those that could affect us and our business. You should not purchase shares of our depositary shares unless you
understand these investment risks. Please be aware that other risks may prove to be important in the future. New risks may emerge at any
time, and we cannot predict such risks or estimate the extent to which they may affect our financial performance. Before purchasing any
depositary shares, you should consider carefully the risks and other information in this prospectus supplement and the accompanying
prospectus and carefully read the risks described in the documents incorporated by reference in this prospectus supplement and the
accompanying prospectus, including the discussions under “Item 1A — Risk Factors” in our Annual Report on Form 10-K for the fiscal
year ended November 30, 2011 and our Quarterly Report on Form 10-Q for the quarterly period ended May 31, 2012, as such
discussions may be amended or updated in other reports filed by us with the SEC.

Risks Relating to the Depositary Shares and the Preferred Stock
You are making an investment decision about both the depositary shares and the Preferred Stock, which are different securities.

As described in this prospectus supplement, we are issuing depositary shares representing fractional interests in shares of
Preferred Stock. The depositary willrely solely on the payments it receives on the Preferred Stock to fund all payments on the
depositary shares. You should carefully review the information in this prospectus supplement and the accompanying prospectus
regarding both of these securities since their rights and privileges are different.

The Preferred Stock will be an equity security and will be subordinate to our existing and future indebtedness.

The shares of Preferred Stock will be equity interests in Discover and will not constitute indebtedness. This means that the
depositary shares, which represent fractional interests in the shares of Preferred Stock, will rank junior to all existing and future
indebtedness and other non-equity claims on Discover withrespect to assets available to satisfy claims on Discover, including claims in
the event of our liquidation. As of August 31, 2012 our total liabilities, including deposits, securitized debt obligations and other debt,
was approximately $64 .8 billion and we may incur additional indebtedness in the future. Discover’s existing and future indebtedness
may restrict payment of dividends onthe Preferred Stock.

Additionally, unlike indebtedness, where principal and interest customarily are payable on specified due dates, in the case of
preferred stock like the Preferred Stock, (1) dividends will be payable only if declared by our Board of Directors or a duly authorized
committee of the Board of Directors, (2) dividends will not accumulate if they are not declared and (3) as a Delaware corporation, we
may make dividend payments and redemption payments only out of funds legally available under Delaware law. Also, as a bank holding
company, our ability to declare and pay dividends and redeem the Preferred Stock is dependent on certain federal regulatory
considerations. Further, the Preferred Stock places no restrictions on our business or operations or on our ability to incur indebtedness
orengage inany transactions, subject only to the limited voting rights referred to below under “Description of Preferred Stock —
Voting Rights” onpage S-22 of this prospectus supplement.

Dividends on the Preferred Stock are discretionary and non-cumulative, are subject to approval by our regulators, and may not be paid
if such payment will result in our failure to comply with all applicable laws and regulations.

Dividends on the Preferred Stock are discretionary and willnot be cumulative. If our Board of Directors or a duly authorized
committee of the Board of Directors does not declare a dividend on the Preferred Stock inrespect of a dividend period, then no
dividend shall be deemed to have accrued for such dividend period, be payable on the applicable dividend payment date or be
cumulative, and we will have no obligation to pay any
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dividend for that dividend period, whether ornot our Board of Directors or a duly authorized committee of the Board of Directors
declares a dividend on the Preferred Stock for any future dividend period.

In addition, as a bank holding company, banking laws and regulations and our banking regulators may limit our ability to pay
dividends onthe Preferred Stock. For example, our ability to make capital distributions, including our ability to pay dividends on the
Preferred Stock, is subject to the Federal Reserve’s review of and non-objection to our annual capital plan. In addition, the Federal
Reserve may provide notice at any time of its objection to a capital distribution even if the distribution was included in a capital plan that
had received a non-objection, which could limit our ability to pay dividends onthe Preferred Stock. Further, current or future regulatory
initiatives may require us to hold more capital in the future. In particular, while the impact of many of its provisions are not yet known,
the Do dd-Frank Wall Street Reform and Consumer Protection Act requires federal banking agencies to establishmore stringent risk-
based capital guidelines and leverage limits applicable to banks and bank holding companies, and especially those institutions with
consolidated assets equalto or greater than $50 billion. The Federal Reserve, the Office of the Comptroller of the Currency and the
FDIC released in June 2012 three proposed rules (the “NPRs”) that would substantially revise the federal banking agencies’ current
capital rules and implement the Basel Committee on Banking Supervision’s December 2010 regulatory capital reforms, known as Basel
III. The NPRs set forth the proposed criteria for qualifying additional Tier 1 capital instruments consistent with Basel I1I, including the
requirement that any dividends on such instruments only be paid out of the banking organization’s net income and retained earnings.
These requirements, and any other regulations or capital distribution constraints, could adversely affect our ability to pay dividends or
may result in additional limitations on our ability to pay dividends orredeem shares of our Preferred Stock and therefore your ability to
receive distributions on the depositary shares.

The Preferred Stock and the depositary shares will initially be rated below investment grade.

Neither the Preferred Stock nor the depositary shares will initially be investment grade-rated, and there can be no assurance that
the rating of either willbecome investment grade in the future or otherwise be upgraded. Further, the depositary shares may be subject
to a higher risk of price volatility than similar, higher-rated securities. In addition, increases in leverage or deteriorating outlooks for an
issuer, or volatile markets, could lead to continued significant deterioration in market prices of below-investment grade rated
securities, such as the depositary shares.

Ratings only reflect the views of the issuing rating agency oragencies and such ratings could at any time be revised downward or
withdrawn entirely at the discretion of the issuing rating agency. Further, a rating is not a recommendation to purchase, sellor hold any
particular security, including the depositary shares. In addition, ratings do not reflect market prices or suitability of a security fora
particular investor and any rating of the depositary shares or the Preferred Stock may not reflect all risks related to the Company and its
business, or the structure or market value of the depositary shares.

The Preferred Stock may be junior in rights and preferences to our future preferred stock, including senior stock authorized and issued
without your consent.

The Preferred Stock may rank junior to preferred stock issued in the future that by its terms is expressly senior in rights and
preferences to the Preferred Stock. It is possible that we may authorize and issue such shares with the affirmative vote orconsent of
the holders of at least two-thirds of all outstanding shares of the Preferred Stock as described under “Description of Preferred Stock —
Voting Rights”. In addition, the terms of any of our future preferred stock expressly senior to the Preferred Stock may restrict dividend
payments onthe Preferred Stock, except for dividends payable solely in shares of the Preferred Stock. Unless full dividends forallof
our outstanding preferred stock senior to the Preferred Stock have been declared and paid orset aside for payment, no dividends will
be declared or paid and no distribution will be made on any shares of the Preferred Stock, and no shares of the Preferred Stock may be
repurchased, redeemed, or otherwise acquired by us, directly or indirectly, for consideration. This could result in dividends on the
Preferred Stocknot being paid when due to you.
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The Preferred Stock may be redeemed at our option, and you may not be able to reinvest the redemption price you receive in a similar
security.

Subject to the approval of the Federal Reserve, at our option, we may redeem the Preferred Stock in whole, but not in part, at any
time within 90 days following a “regulatory capital treatment event,” such as a proposed change in law or regulation after the initial
issuance date withrespect to whether the Preferred Stock qualifies as a Tier | capital instrument. We may also redeem the Preferred
Stock at our option, either in whole or in part, on any dividend payment date on or after December 1, 2017 subject to the approvalof
the Federal Reserve. If we redeem the Preferred Stock, youmay not be able to reinvest the redemption price youreceive in a similar
security. See “Description of Preferred Stock — Redemption — Redemption Following a Regulatory Capital Treatment Event” for
more information onredemption of the Preferred Stock.

Investors should not expect us to redeem the Preferred Stock on the date it becomes redeemable or on any particular date after it
becomes redeemable.

The Preferred Stock is a perpetual equity security. This means that it has no maturity or mandatory redemption date and is not
redeemable at the option of the holders of the Preferred Stock or the holders of the depositary shares offered by this prospectus
supplement. The Preferred Stock may be redeemed by us at our option, either in whole or in part, on any dividend payment date onor
after December 1, 2017. The Preferred Stock may also be redeemed by us at our option at any time in whole, but not in part, upon the
occurrence of a “regulatory capital treatment event” as described herein. Any decision we may make at any time to propose a
redemption of the Preferred Stock will depend upon, among other things, our evaluation of our capital position, the composition of our
stockholders’ equity and general market conditions at that time.

Our right to redeem the Preferred Stock is subject to limitations. Under the Federal Reserve’s risk-based capital guidelines
applicable to bank holding companies, any redemption of the Preferred Stock is subject to prior approval of the Federal Reserve. We
cannot assure you that the Federal Reserve will approve any redemption of the Preferred Stock that we may propose.

Our ability to receive dividends from our subsidiaries could affect our liquidity and ability to pay dividends.

We are a holding company that conducts substantially all of our operations through our bank and non-bank subsidiaries. Our ability
to declare and pay dividends on our Preferred Stock, make payments on corporate debt securities and meet other obligations is
primarily dependent on the receipt of dividends from our direct and indirect subsidiaries, including our bank subsidiaries. There are
various federal law limitations on the extent to which our bank subsidiaries can finance or otherwise supply funds to us through dividends
and loans. These limitations include minimum regulatory capital requirements, federal banking law requirements concerning the
payment of dividends out of net profits or surplus, Sections 23A and 23B of the Federal Reserve Act and Regulation W governing
transactions between an insured depository institution and its affiliates, as well as general federal regulatory oversight to prevent unsafe
orunsound practices. If our subsidiaries’ earnings are not sufficient to make dividend payments to us while maintaining adequate capital
levels, our liquidity may be affected and we may not be able to make dividend payments to our holders of the Preferred Stock, to
make payments on outstanding corporate debt securities or meet other obligations, each and any o f which could have a material
adverse impact onourresults of operations, financial position or perception of financial health.

In addition, our right to participate in any distribution of assets from any of our subsidiaries upon that subsidiary’s liquidation or
otherwise is subject to the prior claims of creditors of that subsidiary, except to the extent that we are recognized as a creditor of that
subsidiary. As a result, the Preferred Stock will be effectively subordinated to all existing and future liabilities o f our subsidiaries. You
should look only to the assets of Discover as the source of payment for the Preferred Stock.
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Ifwe are not paying full dividends on any outstanding parity stock, we will not be able to pay full dividends on the Preferred Stock.

When dividends are not paid in full upon the Preferred Stock and parity stock, if any, all dividends declared upon the Preferred
Stock and parity stock, if any, willbe declared on a proportional basis so that the amount of dividends declared per share will bear to
each other the same ratio that accrued dividends for the then-current dividend period per share on Preferred Stock, and accrued
dividends, including any accumulations, if any, on parity stock, if any, bearto each other. Therefore, if we are not paying full dividends
on any outstanding parity stock, we willnot be able to pay full dividends on the Preferred Stock.

Holders of the Preferred Stock and the depositary shares will have limited voting rights.

Holders of the Preferred Stock will have no voting rights with respect to matters that generally require the approval of voting
shareholders. Holders of the Preferred Stock will have voting rights only with respect to authorizing or increasing the amount o f any
equity security ranking senior to the Preferred Stock, certain changes interms of the Preferred Stock, certain dividend non-payments
and as otherwise required by applicable law. See “Description of Preferred Stock— Voting Rights” onpage S-22 of this prospectus
supplement. Holders of depositary shares must act through the depositary to exercise any voting rights of the Preferred Stock.

Offerings of debt, which are senior to our Preferred Stock upon liquidation, may adversely affect the market price of our depositary
shares.

We may attempt to increase our capital resources in the future or, if regulatory capital ratios fall below the required minimums, we
could be forced to raise additional capital by making additional o fferings of debt or equity securities, including senior or subordinated
notes, preferred stock and common stock. Upon liquidation, holders of our debt securities and lenders with respect to other
borrowings willreceive distributions o f our available assets prior to the holders of our Preferred Stock and depositary shares.

We cannot assure you that a liquid trading market for the depositary shares will develop, and you may find it difficult to sell your
depositary shares.

Application will be made to list the depositary shares onthe NYSE under the symbol “DFSPrB”. However, there is no guarantee
that we will be able to list the depositary shares. If the application is approved, we expect trading of the depositary shares onthe NYSE
to commence within the 30-day period after the original issuance date. Even if the depositary shares are listed, there may be little or no
secondary market for the depositary shares. The underwriters have advised us that they intend to make a market in the depositary
shares. However, they are not obligated to do so and may discontinue any market making in the depositary shares at any time in their
sole discretion. Evenif a secondary market for the depositary shares develops, it may not provide significant liquidity and transaction
costs inany secondary market could be high. As a result, the difference between bid and asked prices in any secondary market could be
substantial. We cannot assure you that you will be able to sell your depositary shares at a particular time or that the price youreceive
when yousell will be favorable.

General market conditions and unpredictable factors could adversely affect market prices for the depositary shares.
Future trading prices of the depositary shares will depend on many factors, including:
* whether we declare or fail to declare dividends on the Preferred Stock from time to time;

* ouroperating performance, financial condition and prospects, or the operating performance, financial condition and
prospects of our competitors;

* ourcreditworthiness;

+ the ratings givento our securities by credit-rating agencies, including the ratings givento the Preferred Stock or depositary
shares;
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+ prevailing interest rates;
* developments inthe securities, credit and housing markets, and developments with respect to financial institutions generally;
* economic, financial, geopolitical, regulatory or judicial events affecting us or the financial markets generally; and

e the market for similar securities.

Accordingly, the depositary shares may trade at a discount to the price per share paid for such shares even if a secondary market
for the depositary shares develops.

Holders of depositary shares may be unable to use the dividends-received deduction and may not be eligible for the preferential tax
rates applicable to “qualified dividend income.”

Distributions paid to corporate U.S. holders, as defined below, of depositary shares out of distributions on the Preferred Stock
may be eligible for the dividends-received deduction, and distributions paid to non-corporate U.S. holders of the depositary shares may
be subject to tax at the preferential tax rates applicable to “qualified dividend income,” if we have current or accumulated earnings and
profits, as determined for U.S. federal income tax purposes. See the “United States Federal Income Tax Consequences” section
beginning onpage S-31 of this prospectus supplement. If any distributions on the Preferred Stock with respect to any fiscal year fail to
qualify as dividends for federal income tax purposes, U.S. holders would be unable to use the dividends-received deduction and may
not be eligible for the preferential tax rates applicable to “qualified dividend income.” If that were to occur, the market value of the
depositary shares may decline.

Additional issuances of preferred stock or securities convertible into preferred stock may dilute existing holders of our depositary
shares.

We may, in the future, determine that it is advisable, or we may encounter circumstances where we determine it is necessary, to
issue additional shares of preferred stock, securities convertible into, exchangeable for or that represent an interest in preferred stock,
orpreferred stock-equivalent securities. Our Board of Directors is authorized to cause us to issue one or more classes orseries of
preferred stock from time to time without any action on the part of the stockholders. Our Board of Directors also has the power,
without stockholder approval, to set the terms of any such classes orseries of preferred stock that may be issued, including voting
rights, dividend rights, and preferences over our Preferred Stock with respect to dividends or upon our disso lution, winding up and
liquidation and other terms. Though the approval of holders of depositary shares representing interests in the Preferred Stock will be
needed to issue any equity security ranking above the Preferred Stock (See “Description of Preferred Stock— Voting Rights” and
“Description of Depositary Shares — Voting the Preferred Stock™), if we issue preferred stock in the future that has preference over
our Preferred Stock withrespect to the payment of dividends or upon liquidation, or if we issue preferred stock with voting rights that
dilute the voting power of the Preferred Stock or depositary shares, the rights of holders of the depositary shares or the market price
of our depositary shares could be adversely affected. The market price of the depositary shares could decline as a result of future
offerings, as well as sales of one or more large blocks of depositary shares, Preferred Stock or similar securities in the market after
this offering or future offerings, or the perception that such sales could occur.
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USE OF PROCEEDS

We estimate that the net proceeds of this offering will be approximately $486.4 million ($559.0 million if the underwriters
exercise their over-allotment option in full and the over-allotment shares are sold to retail investors), after deducting underwriting
commissions and estimated offering expenses payable by us. We expect to use the net proceeds from the sale of our depositary
shares for general corporate purposes, which may include: advances to our subsidiaries to finance their activities, repayment of
outstanding indebtedness and repurchases and redemptions of issued and outstanding securities of Discover Financial Services and its
subsidiaries. The precise amounts and timing of our use of the net proceeds will depend upon our and our subsidiaries’ funding
requirements and the availability of other funds. Pending such use, we intend to invest the net proceeds in interest-bearing investment-
grade securities and bank deposits.
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RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED DIVIDENDS

Our historical ratios of earnings to fixed charges for the periods indicated are set forth in the table below. The ratio of earnings to
fixed charges is computed by dividing (1) income from continuing operations before income taxes, fixed charges and losses from
unconsolidated investees by (2) total fixed charges. For purposes of computing these ratios, fixed charges consist of interest

expense and an estimated interest portion of rental expense.

Ratio of Earnings to Fixed Charges
Ratio of Earnings to Fixed Charges and Preferred Stock
requirements
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For the Fiscal Year Ended

Months Ended November 30,
August 31, August 31,
2012 2011 2011 2010 2009 2008 2007
3.8x 3.4x 34x 1.8x 2.7x 2.3x 2.2x
3.8x 3.4x 3.4x 1.8x 2.6x 2.3x 2.2x
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DESCRIPTION OF PREFERRED STOCK

You should read the following description of the Preferred Stock along with the “Description of Capital Stock” beginning on page
17 of the accompanying prospectus. This description of the Preferred Stock is qualified by the Certificate of Designations relating to the
Preferred Stock (the “Certificate of Designations”), and where this description is inconsistent with the description of the Preferred Stock
contained in the accompanying prospectus or the description of the Preferred Stock in the Certificate of Designations, the Certificate of
Designations will control.

General

The Preferred Stockis a single series of our authorized preferred stock. We are offering 20,000,000 depositary shares
(23,000,000 depositary shares if the underwriters exercise their over-allotment option in full), representing 500,000 shares of the
Preferred Stock (575,000 shares of the Preferred Stock if the underwriters exercise their over-allotment option in full) in the aggregate
by this prospectus supplement and the accompanying prospectus. Shares of the Preferred Stock, uponissuance against full payment of
the purchase price for the depositary shares, will be fully paid and nonassessable. The depositary will be the sole holder of shares of the
Preferred Stock. The holders of depositary shares will be required to exercise their proportional rights in the Preferred Stock through
the depositary, as described in the section entitled “Description of Depositary Shares” beginning on page S-25 in this prospectus
supplement.

Shares of the Preferred Stock will rank senior to our common stock and at least equally with each other series of preferred stock
we may issue if provided for in the certificate of designations relating to such preferred stock or otherwise (except for any senior
stock that may be issued with the requisite consent of the holders of the Preferred Stock and all other parity stock, if any), withrespect
to the payment of dividends and distributions of assets upon liquidation, disso lution or winding up. See “— Other Preferred Stock”
below. In addition, we will generally be able to pay dividends and distributions upon liquidation, disso lution or winding up only out of
lawfully available assets for such payment (after satisfaction of all claims for indebtedness and other non-equity claims).

The Preferred Stock will not be convertible into, or exchangeable for, shares of any other class orseries of stockorother
securities of ours. The Preferred Stock has no stated maturity and will not be subject to any sinking fund or other obligation of ours to
redeem orrepurchase the Preferred Stock.

We reserve the right to re-open this series and issue additional shares of the Preferred Stock either through public or private sales
at any time and from time to time. The additional shares would form a single series with the Preferred Stock offered by this prospectus
supplement. In addition, we may from time to time, without notice to or consent of holders of the Preferred Stock, issue additional
shares of preferred stock that rank equally with or junior to the Preferred Stock.

Dividends

Dividends on the Preferred Stock willnot be cumulative. If our Board of Directors or a duly authorized committee of the Board of
Directors does not declare a dividend on the Preferred Stock inrespect of a dividend period, thenno dividend shallbe deemed to have
accrued for such dividend period, be payable onthe applicable dividend payment date, or be cumulative, and we will have no obligation
to pay any dividend for that dividend period, whether or not our Board of Directors or a duly authorized committee of our Board of
Directors declares a dividend on the Preferred Stock for any future dividend period. Holders of Preferred Stock will be entitled to
receive, when, as, and if declared by our Board of Directors or a duly authorized committee of the Board of Directors, out of assets
legally available for the payment of dividends under Delaware law, non-cumulative cash dividends based on the liquidation preference
of the Preferred Stock at a rate equal to 6.50% per annum for each quarterly dividend period from, and including, the original issue date
of the depositary shares to, but excluding,
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the redemption date of the Preferred Stock, if any. In the event that we issue additional shares of Preferred Stock after the original issue
date, dividends onsuch shares will accrue from the later of such original issue date or the dividend payment date, if any, inmediately
prior to the original issue date of such additional shares; provided however that dividends on additional shares issued pursuant to the
underwriters’ over-allotment option will accrue from the original issue date of the shares issued in this o ffering.

If declared by our Board of Directors or a duly authorized committee of our Board of Directors, we will pay dividends on the
Preferred Stock quarterly in arrears, on March 1, June 1, September 1 and December 1 of each year, beginning on December 1, 2012,
each such date referred to as a dividend payment date. If any dividend payment date is not a business day, then the payment will be
made on the next business day without any adjustment to the amount of dividends paid. A business day means any weekday that is not a
legalholiday in New York, New York, and is not a day on which banking institutions in New York, New York, are closed.

Dividends will be payable to holders of record of Preferred Stock as they appear onour stock register on the applicable record
date, which shall be the 15t calendar day before the applicable dividend payment date, or such other record date, not exceeding 30
calendar days before the applicable payment date, as shall be fixed by our Board of Directors or a duly authorized committee of our
Board of Directors. The corresponding record dates for the depositary shares will be the same as the record dates for the Preferred
Stock.

A dividend period is the period from, and including, a dividend payment date to, but excluding, the next dividend payment date,
except that the initial dividend period willcommence on and include the original issue date of the Preferred Stock. Dividends payable on
the Preferred Stock willbe computed on the basis of a 360-day year consisting of twelve 30-day months. Dollar amounts resulting
from that calculation will be rounded to the nearest cent, with one-half cent being rounded upward. Dividends on the Preferred Stock will
cease to accrue onthe redemption date, if any, as described below under “— Redemption,” on page S-20, unless we default in the
payment of the redemption price of the shares of the Preferred Stock called for redemption.

Our ability to pay dividends onthe Preferred Stock depends on the ability of our subsidiaries, including our principal banking
subsidiary, Discover Bank, to pay dividends to us. The ability of our banking subsidiaries to pay dividends to us in the future is subject to
bank regulatory requirements and capital guidelines.

So long as any share of Preferred Stock remains outstanding, (1) no dividend shall be declared or paid or set aside for payment
and no distribution shall be declared or made orset aside for payment on any junior stock (other than (i) a dividend payable solely in
junior stock or (ii) any dividend in connection with the implementation of a shareholders’ rights plan, or the redemption or repurchase of
any rights under any such plan), (2) no shares of junior stock shall be repurchased, redeemed or otherwise acquired for consideration by
us, directly or indirectly (other than (i) as a result of a reclassification of junior stock for or into other junior stock, (ii) the exchange or
conversionof one share of junior stock for or into another share of junior stock, (iii) through the use of the proceeds of a substantially
contemporancous sale of other shares of junior stock, (iv) purchases, redemptions or other acquisitions of shares of the junior stock in
connection with any employment contract, benefit plan or other similar arrangement with or for the benefit of employees, officers,
directors or consultants, (v) purchases of shares of junior stock pursuant to a contractually binding requirement to buy junior stock
existing prior to the preceding dividend period, including under a contractually binding stock repurchase plan, (vi) the purchase of
fractional interests in shares of junior stock pursuant to the conversion or exchange provisions of such stock or the security being
converted or exchanged or (vii) the acquisition by us or any of our subsidiaries of record ownership in junior stock for the beneficial
ownership of any other persons (other than for the beneficial ownership by us or any of our subsidiaries), including as trustees or
custodians, nor shall any monies be paid to or made available for a sinking fund for the redemption of any such securities by us) and
(3) no shares of parity stock, if any, shall be repurchased, redeemed or otherwise acquired for consideration by us, directly or
indirectly, during a dividend period (other than (i) pursuant to pro rata offers to purchase all, ora pro rata portion, of the Preferred
Stock and such parity stock, if any, (ii) as a result of a reclassification of parity stock for or into other parity stock, (iii) the exchange or
conversion of parity stock for or into other parity stock or junior stock, (iv) through the use of the proceeds of a substantially
contemporancous sale of other shares of parity stock, (v) purchases of shares of parity stock pursuant to a contractually binding
requirement to buy parity
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stock existing prior to the preceding dividend period, including under a contractually binding stock repurchase plan, (vi) the purchase of
fractional interests in shares of parity stock pursuant to the conversion or exchange provisions of such stock or the security being
converted or exchanged or (vii) the acquisition by us or any of our subsidiaries of record ownership in parity stock for the beneficial
ownership of any other persons (other than for the beneficial ownership by us or any of our subsidiaries), including as trustees or
custodians, nor shall any monies be paid to or made available for a sinking fund for the redemption of any such securities by us) unless,
ineach case, the full dividends for the preceding dividend period on all outstanding shares of Preferred Stock have been declared and
paid or declared and a sum sufficient for the payment thereof has been set aside.

We willnot declare or pay orset apart funds for the payment of dividends on any securities which rank equally with the Preferred
Stock, if any, unless we have paid or set apart funds for the payment of dividends on the Preferred Stock. When dividends are not paid
in fullupon the shares of Preferred Stock and parity stock, if any, all dividends declared upon shares of Preferred Stock and parity
stock, if any, will be declared on a proportional basis so that the amount of dividends declared per share will bear to each other the
same ratio that accrued dividends for the then-current dividend period per share on Preferred Stock, and accrued dividends, including
any accumulations, if any, on parity stock, if any, bear to each other.

As used in this prospectus supplement, “junior stock” means our commonstock and any other class orseries of stockof
Discover hereafter authorized over which Preferred Stock has preference or priority in the payment o f dividends or in the distribution of
assets on any liquidation, dissolution or winding up of Discover.

As used in this prospectus supplement, “parity stock” means any other class orseries of stock of Discover that ranks on a parity
with the Preferred Stock in the payment of dividends and in the distribution of assets on any liquidation, disso lution or winding up of
Discover. As of the date of this prospectus supplement, there is no parity stock outstanding.

As used in this prospectus supplement, “senior stock” means any other class orseries of stock of Discover ranking senior to the
Preferred Stock withrespect to payment of dividends or the distribution of assets upon liquidation, dissolution or winding up of
Discover. As of the date of this prospectus supplement, there is no senior stock outstanding.

Subject to the considerations described above, and not otherwise, dividends (payable in cash, stock or otherwise), as may be
determined by our Board of Directors ora duly authorized committee of the Board of Directors, may be declared and paid on our
commonstock and any other stock ranking equally with or junior to the Preferred Stock from time to time out of any assets legally
available for such payment, and the holders of Preferred Stock shallnot be entitled to participate in any such dividend.

Dividends on the Preferred Stock willnot be declared, paid or set aside for payment to the extent such act would cause us to fail
to comply with applicable laws and regulations, including applicable capital adequacy guidelines.

Redemption
Optional Redemption

The Preferred Stock is not subject to any mandatory redemption, sinking fund or other similar provisions. We may redeem the
Preferred Stock at our option, in whole or in part, from time to time, on any dividend payment date onor after December 1, 2017, ata
redemption price equalto $1,000 per share (equivalent to $25 per depositary share), plus any declared and unpaid dividends, without
regard to any undeclared dividends, on the shares of Preferred Stock called for redemption to, but excluding, the redemption date.
Neither the holders of Preferred Stocknor holders of depositary shares will have the right to require the redemption or repurchase of
the Preferred Stock.
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Redemption Following a Regulatory Capital Treatment Event

We may redeem shares of the Preferred Stock at any time within 90 days following a regulatory capital treatment event, in whole
but not in part, at a redemption price equalto $1,000 per share (equivalent to $25 per depositary share), plus any declared and unpaid
dividends, without regard to any undeclared dividends, onthe shares of Preferred Stock called for redemption to, but excluding, the
redemption date. A “regulatory capital treatment event” means the good faith determination by Discover that, as a result of (i) any
amendment to, or change (including any announced prospective change) in, the laws or regulations of the United States or any political
subdivision of or in the United States that is enacted or becomes effective after the initial issuance of any share of Preferred Stock;

(ii) any proposed change inthose laws or regulations that is announced or becomes effective after the initial issuance of any share of
Preferred Stock; or (iii) any official administrative decision or judicial decision or administrative action or other o fficial pronouncement
interpreting or applying those laws or regulations that is announced after the initial issuance of any share of Preferred Stock, there is
more than an insubstantial risk that Discover will not be entitled to treat the full liquidation value of the shares of Preferred Stock then
outstanding as “Tier 1 Capital” (or its equivalent) for purposes of the capital adequacy guidelines of Federal Reserve Regulation Y (or,
as and if applicable, the capital adequacy guidelines or regulations of any successor appropriate federal banking regulator or agency),
as then in effect and applicable, for as long as any share of Preferred Stock is outstanding. Dividends will cease to accrue on those
shares on the redemption date. Redemption of the Preferred Stock is subject to ourreceipt of any required prior approvals from the
Federal Reserve and to the satisfaction of any conditions set forth in the capital guidelines of the Federal Reserve applicable to the
redemption of the Preferred Stock.

Redemption Procedures

If shares of the Preferred Stock are to be redeemed, the notice of redemption shallbe given by first class mail to the holders of
record of the Preferred Stock to be redeemed, mailed not less than 30 days nor more than 60 days prior to the date fixed for
redemption thereof (provided that, if the depositary shares representing the Preferred Stock are held in book-entry form through the
Depository Trust Company (“DTC”), we may give suchnotice in any manner permitted by DTC). Eachnotice of redemption will
include a statement setting forth:

+ the redemption date;

* the numberof shares of the Preferred Stock to be redeemed and, if less than all the shares held by the holder are to be
redeemed, the number of shares of Preferred Stock to be redeemed from the holder;

* the redemption price; and

» the place orplaces where the certificates evidencing shares of Preferred Stock are to be surrendered for payment of the
redemption price.

On and after the redemption date, dividends will cease to accrue onshares of Preferred Stock, and such shares of Preferred Stock
shallno longer be deemed outstanding and all rights o f the holders of such shares will terminate, except the right to receive the
redemption price plus any declared and unpaid dividends, without regard to any undeclared dividends, on such shares to, but excluding,
the redemption date. See “Description of Depositary Shares” below for information about redemption of the depositary shares relating
to the Preferred Stock.

Incase of any redemption of only part of the shares of the Preferred Stock at the time outstanding, the shares to be redeemed
shall be selected either pro rata, by lot or in such other manner as we may determine to be equitable. Subject to the provisions hereof,
our Board of Directors shall have full power and authority to prescribe the terms and conditions upon which shares of Preferred Stock
shall be redeemed from time to time.

Any redemption of the Preferred Stock is subject to ourreceipt of any required prior approval by the Federal Reserve and to the
satisfaction of any conditions set forth in the capital guidelines or regulations of the Federal Reserve applicable to redemption of the
Preferred Stock. See “Risk Factors — Risks Relating to the Depositary Shares and the Preferred Stock — Investors should not expect
us to redeem the Preferred Stock onthe date it becomes redeemable or on any particular date after it becomes redeemable” onpage
S-13 in this prospectus supplement.
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Neither the holders of the Preferred Stock nor the holders of the related depositary shares have the right to require the redemption
orrepurchase of the Preferred Stock.

Liquidation Rights

Inthe event we liquidate, dissolve or wind-up our business and affairs, either vo luntarily or invo luntarily, holders of the Preferred
Stock are entitled to receive a liquidating distribution of $1,000 per share (equivalent to $25 per depositary share), plus any declared
and unpaid dividends, without regard to any undeclared dividends before we make any distribution of assets to the holders of our
commonstockorany other class orseries of shares ranking junior to the Preferred Stock. Holders of the Preferred Stock will not be
entitled to any other amounts from us after they have received their full liquidating distribution. Distributions will be made only to the
extent of Discover’s assets that are available after satisfaction of all liabilities to creditors and subject to the rights of holders of any
securities ranking senior to the Preferred Stock. In addition, the Preferred Stock may be fully subordinated to interests held by the U.S.
government in the event of a receivership, insolvency, liquidation or similar proceeding under the “orderly liquidation authority”
provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act.

In any such distribution, if the assets of Discover are not sufficient to pay the liquidation preferences plus declared and unpaid
dividends in full to allholders of the Preferred Stock and all holders of parity stock, if any, as to such distribution with the Preferred
Stock, the amounts paid to the holders of Preferred Stock and parity stock, if any, will be paid pro rata in accordance with the
respective aggregate liquidating distribution owed to those holders. If the liquidation preference plus declared and unpaid dividends has
been paid in full to allholders of Preferred Stock and parity stock, if any, the holders of our junior stock shall be entitled to receive all
remaining assets of Discoveraccording to their respective rights and preferences.

Forpurposes of this section, the mergeror consolidation of Discover with any other entity, including a merger or consolidation in
which the holders of Preferred Stock receive cash, securities or property for their shares, or the sale, lease or exchange of allor
substantially all of the assets of Discover for cash, securities or other property, shallnot constitute a liquidation, disso lution or winding
up of Discover.

Because we are a holding company, our rights and the rights of our creditors and our shareholders, including the holders of the
Preferred Stock, to participate in the assets of any of our subsidiaries upon that subsidiary’s liquidation or recapitalization may be
subject to the prior claims of that subsidiary’s creditors, except to the extent that we are a creditor withrecognized claims against the
subsidiary.

Voting Rights
Except as provided below, the holders of the Preferred Stock will have no voting rights.

Right to Elect Two Directors Upon Nonpayment

If we failto pay, ordeclare and set apart for payment, dividends on outstanding shares of the Preferred Stock for six quarterly
dividend periods, whether or not consecutive, the number of directors on the Board of Directors shall be increased by two at our first
annual meeting of the shareholders held thereafter, and at such meeting and at each subsequent annual meeting until c o ntinuo us
noncumulative dividends for at least one year onall outstanding shares of Preferred Stock entitled thereto shall have been paid, or
declared and set apart for payment, in full, the holders of shares of Preferred Stock shall have the right, voting separately as a class
together with holders of any other equally ranked series of preferred stock that have similar voting rights, if any, to elect such two
additional members of our Board of Directors to hold office fora term of one year. Upon such payment, or such declaration and
setting apart for payment, in full, the terms of the two additional directors so elected shall forthwith terminate, and the number of
directors shall be reduced by two, and such voting right of the holders of shares of Preferred Stock shall cease, subject to increase in
the number of directors as described above and to revesting of such voting right in the event of each and every additional failure in the
payment of dividends for six quarterly dividend periods, whether ornot consecutive, as described above.
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Under regulations adopted by the Federal Reserve, if the holders of any series of preferred stock are or become entitled to vote
forthe electionof directors, such series willbe deemed a class of voting securities and a company holding 25% ormore of the series,
or 10% ormore if it otherwise exercises a “controlling influence” over us, willbe subject to regulation as a bank holding company
under the Bank Holding Company Act of 1956, as amended (the “BHC Act”). Inaddition, if the series is deemed a class of voting
securities, any other bank holding company will be required to obtain the prior approval of the Federal Reserve under the BHC Act to
acquire or retain more than 5% of that series. Any other person (other than a bank holding company) will be required to obtain the non-
objection of the Federal Reserve under the Change in Bank Control Act of 1978, as amended, to acquire or retain 10% or more of that
series. While we do not believe the Preferred Stock are considered “voting securities” currently, holders of the Preferred Stock should
consult their own counsel with regard to regulatory implications. A holder or group of holders may also be deemed to controlus if they
own one-third or more of our total equity, both voting and non-voting, aggregating all shares held by suchholderor group of holders
across allclasses of stock.

Other Voting Rights

So long as any shares of Preferred Stock remain outstanding, the affirmative vote or consent of the holders of at least two-thirds
of all outstanding shares of the Preferred Stock, voting separately as a class, shall be required to:

+ authorize orincrease the authorized amount of, or issue shares of, any class orseries of senior stock, orissue any obligation
orsecurity convertible into or evidencing the right to purchase any such shares;

» amend the provisions of our Amended and Restated Certificate of Incorporationso as to adversely affect the powers,
preferences, privileges orrights of the Preferred Stock, taken as a whole; provided, however, that any increase in the
amount of the authorized orissued Preferred Stock or authorized common stock or preferred stock or the creation and
issuance, or an increase in the authorized orissued amount, of otherseries of preferred stock ranking equally with or junior to
the Preferred Stock withrespect to the payment of dividends (whether such dividends are cumulative or non-cumulative) or
the distribution of assets upon liquidation, dissolution or winding up of Discover willnot be deemed to adversely affect the
powers, preferences, privileges orrights of the Preferred Stock; or

* consummate a binding share-exchange orreclassification involving the Preferred Stock, ora merger or consolidation of the
Company with or into another entity unless (i) the shares of the Preferred Stock remain outstanding or are converted into or
exchanged for preference securities of the new surviving entity and (ii) the shares of the remaining Preferred Stock or new
preferred securities have terms that are not materially less favorable than the Preferred Stock.

The foregoing voting provisions willnot apply if, at or prior to the time when the act with respect to which such vote would
otherwise be required shall be effected, all outstanding shares of Preferred Stock shall have beenredeemed.

Without the consent of the holders of the Preferred Stock, so long as suchactiondoes not adversely affect the rights,
preferences, privileges and voting powers, and limitations and restrictions of the Preferred Stock, we may amend, alter, supplement or
repeal any terms of the Preferred Stock: (i) to cure any ambiguity, orto cure, correct or supplement any provision thereo f that may be
defective orinconsistent or (i) to make any provision with respect to matters or questions arising with respect to the Preferred Stock
that is not inconsistent with the provisions thereof.

Voting Rights under Delaware Law

Delaware law provides that the holders of preferred stock will have the right to vote separately as a class on any amendment to
our Amended and Restated Certificate of Incorporation that would increase or decrease the aggregate number of authorized shares of
such class, increase or decrease the par value of the shares of suchclass, oralter or change the powers, preferences, or special rights
of the shares of such class so as to affect them
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adversely. If any such proposed amendment would alter or change the powers, preferences or special rights of one ormore series of
preferred stock so as to affect them adversely, but would not so affect the entire class of preferred stock, only the shares of the
series so affected shallbe considered a separate class for purposes of this vote on the amendment. This right is in addition to any
voting rights that may be provided forin our Amended and Restated Certificate of Incorporation.

Other Preferred Stock

Our Amended and Restated Certificate of Incorporation authorizes our Board of Directors to create and provide for the issuance
of one ormore series of preferred stock, par value $0.01 per share, without the approval of our stockholders. Our Board of Directors
canalso determine the terms, including the designations, powers, preferences and rights (including conversion, voting and other rights)
and the qualifications, limitations or restrictions, of any preferred stock. Currently, 200,000,000 shares of our capital stock are
classified as preferred stock under our Amended and Restated Certificate of Incorporation. As of the date of this prospectus
supplement, we have no outstanding series of preferred stock.

As of the date of this prospectus supplement, our Fixed Rate Cumulative Perpetual Preferred Stock, Series A, which was
previously authorized and issued, has beenredeemed and is no longer outstanding.

Depositary, Transfer Agent and Registrar

Computershare Shareowner Services LLC will be the depositary, transfer agent and registrar for the Preferred Stock. We may, in
oursole discretion, remove the depositary in accordance with the agreement between us and the depositary; provided that we will
appoint a successor depositary who will accept such appointment prior to the effectiveness of its removal. Any such successor
depositary must be (i) a bank or trust company having its principal o ffice in the United States and having a combined capital and surplus,
along with its affiliates, of at least $50,000,000 or (ii) an affiliate o f any such bank or trust company.
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DESCRIPTION OF DEPOSIT ARY SHARES

The following description summarizes specific terms and provisions of the depositary shares relating to the Preferred Stock. You
should read this description of the material terms of the depositary shares along with the terms that apply generally to all our preferred
stock issued in the form of depositary shares under “Description of Depositary Shares” beginning on page 20 of the accompanying
prospectus. To the extent the description in this prospectus supplement is inconsistent with the description contained in the
accompanying prospectus, you should rely on the description in this prospectus supplement.

General

We are issuing depositary shares representing proportional fractional interests in shares of the Preferred Stock. Each depositary
share represents a 1/40t interest in a share of the Preferred Stock, and will be evidenced by depositary receipts. We will deposit the
underlying shares of the Preferred Stock with a depositary pursuant to a deposit agreement among us, Computershare Shareowner
Services LLC, acting as depositary, and the holders from time to time of the depositary receipts evidencing the depositary shares (the
“Deposit Agreement”). Subject to the terms of the Deposit Agreement, eachholder of a depositary share will be entitled, through the
depositary, in proportion to the applicable fraction of a share of Preferred Stock represented by such depositary share, to all the rights
and preferences of the Preferred Stock represented thereby (including dividend, voting, redemption and liquidation rights).

In this prospectus supplement, references to “holders” of depositary shares mean those who own depositary shares registered in
their own names onthe books that we or the depositary maintain for this purpose, and not indirect holders who own beneficial interests
in depositary shares registered in street name orissued in book-entry form through DTC. Please review the special considerations that
apply to indirect holders described in the section entitled “Book-Entry Procedures and Settlement” beginning on page S-28 of this
prospectus supplement.

Immediately following the issuance of the Preferred Stock, we will deposit the Preferred Stock with the depositary, which will
then issue the depositary shares to the underwriters. Copies of the forms of Deposit Agreement and the depositary receipt may be
obtained from us uponrequest and in the manner described in the section entitled “Where You Can Find More Information” beginning
onpage S-45 of this prospectus supplement.

Dividends and Other Distributions

Each dividend payable ona depositary share will be in an amount equal to 1/40t% of the dividend declared and payable on the
related share of the Preferred Stock.

The depositary will distribute any cash dividends or other cash distributions received inrespect of the deposited Preferred Stock
to the record holders of depositary shares relating to the underlying Preferred Stock in proportion to the number of depositary shares
held by the holders. If Discover makes a distribution other than in cash, the depositary will distribute any property received by it to the
record holders of depositary shares entitled to those distributions, unless it determines that the distribution cannot be made
proportionally among those holders or that it is not feasible to make a distribution. In that event, the depositary may, with our approval,
sell the property and distribute the net proceeds from the sale to the holders of the depositary shares.

Record dates for the payment of dividends and other matters relating to the depositary shares will be the same as the
corresponding record dates for the Preferred Stock.

The amounts distributed to holders of depositary shares will be reduced by any amounts required to be withheld by the depositary
orby us onaccount of taxes or other governmental charges. The depositary may refuse to make any payment or distribution, or any
transfer, exchange, or withdrawal o f any depositary shares or the shares of the Preferred Stock until such taxes or other governmental
charges are paid.
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Redemption of Depositary Shares

If we redeem the Preferred Stock represented by the depositary shares, the depositary shares will be redeemed from the
proceeds received by the depositary resulting from the redemption of the Preferred Stock held by the depositary. The redemption
price per depositary share is expected to be equalto 1/40t of the redemption price per share payable withrespect to the Preferred
Stock (or $25 per depositary share), plus any declared and unpaid dividends, without regard to any undeclared dividends, on the shares
of Preferred Stock called for redemption to, but excluding, the redemption date.

Whenever we redeem shares of Preferred Stock held by the depositary, the depositary willredeem, as of the same redemption
date, the number of depositary shares representing shares of Preferred Stock so redeemed. If fewer than all of the outstanding
depositary shares are redeemed, the depositary will select the depositary shares to be redeemed pro rata, by lot or by any other fair
and equitable manner as we may decide. The depositary will mailnotice of redemptionto record holders of the depositary receipts not
less than 30 and not more than 60 days prior to the date fixed forredemption of the Preferred Stock and the related depositary shares.

Voting the Preferred Stock

Because each depositary share represents a 1/40t interest in a share of the Preferred Stock, holders of depositary receipts will be
entitled to 1/40th of a vote per depositary share under those limited circumstances in which holders of the Preferred Stock are entitled
to avote.

When the depositary receives notice of any meeting at which the holders of the Preferred Stock are entitled to vote, the
depositary will mail the information contained in the notice to the record holders of the depositary shares relating to the Preferred
Stock. Eachrecord holder of the depositary shares onthe record date, which will be the same date as the record date for the Preferred
Stock, may instruct the depositary to vote the amount of the Preferred Stock represented by the holder’s depositary shares. To the
extent possible, the depositary will vote the amount of the Preferred Stock represented by depositary shares in accordance with the
instructions it receives. We willagree to take all reasonable actions that the depositary determines are necessary to enable the
depositary to vote as instructed. If the depositary does not receive specific instructions from the holders of any depositary shares
representing the Preferred Stock, it willnot vote the amount o f the Preferred Stock represented by such depositary shares.

Amendment and T ermination ofthe Deposit Agreement

The form of depositary receipt evidencing the depositary shares and any provision of the Deposit Agreement may at any time be
amended by agreement between us and the depositary. However, any amendment that materially and adversely alters the rights of the
holders of depositary receipts willnot be effective unless suchamendment has been approved by the holders of at least two-thirds of
the depositary shares then outstanding.

The Deposit Agreement may be terminated by us or the depositary only if (i) holders of at least two-thirds o f the depositary
shares consent to such termination, (ii) all outstanding depositary shares shall have been redeemed or (iii) there shall have been made a
final distribution in respect o f the Preferred Stock in connection with any liquidation, dissolution or winding up of us and such distribution
shall have been distributed to the holders of depositary receipts evidencing the depositary shares representing the Preferred Stock.

Preemptive and Conversion Rights

The holders of the Preferred Stock do not have any preemptive or conversion rights.

Depositary, Transfer Agent and Registrar

Computershare Shareowner Services LLC will be the depositary, transfer agent and registrar for the depositary shares.
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Form of Preferred Stock and Depositary Shares

The depositary shares shall be issued in book-entry form through DTC, as described in “Book-Entry Procedures and Settlement”
onpage S-28 inthis prospectus supplement. The Preferred Stock will be issued inregistered form to the depositary.

Listing of Depositary Shares

Application will be made to list the depositary shares onthe NYSE under the symbol“DFSPrB”. However, there is no guarantee
that we will be able to list the depositary shares. If approved, we expect trading of the depositary shares onthe NYSE to begin within
the 30-day period after the original issuance date. Even if the depositary shares are listed, there may be little or no secondary market for
the depositary shares.
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BOOK-ENTRY PROCEDURES AND SET TLEMENT

We will issue the depositary shares under a book-entry system in the form of one or more global depositary receipts. We will
register the global depositary receipts in the name of Cede & Co., as anominee for DTC, or such other name as may be requested by
an authorized representative of DTC. The global depositary receipts will be deposited with the depositary.

Following the issuance of the depositary shares in book-entry only form, DTC will credit the accounts of its participants with the
depositary shares upon our instructions. Except as otherwise provided herein, DT C will thus be the only registered holder of the
depositary receipts representing the depositary shares and will be considered the sole owner of the depositary receipts for purposes of
the Deposit Agreement.

Global depositary receipts may be transferred, in whole and not in part, only to another nominee of DTC orto a successorof
DTC orits nominee. Beneficial interests in the global depositary receipts may be held through Furoclear Bank S.A./N.V., as operatorof
the Furoclear System (“Euroclear”), and Clearstream Banking, soci¢té anonyme (“Clearstream”), each as indirect participants in DTC.
Transfers of beneficial interests in the global depositary receipts will be subject to the applicable rules and procedures of DTC and its
direct and indirect participants, including, if applicable, those of Euroclear and Clearstream, which may change from time to time. DTC
has advised us as follows: it is a limited-purpose trust company organized under the New York Banking Law, a “banking organization”
within the meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of
the Exchange Actof 1934, as amended (the “Exchange Act”). DTC holds securities that its participants deposit with it. DTC also
facilitates the post-trade settlement among participants of sales and other securities transactions in deposited securities through
electronic computerized book entry transfers and pledges between participants’ accounts, thereby eliminating the need for physical
movement of securities certificates.

Direct participants in DTC’s system include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. Access to DTC’s system also is available to others such as both U.S. and non-
U.S.securities brokers and dealers, banks, trust companies and clearing corporations that clear through or maintain a custodial
relationship with a direct participant, either directly or indirectly, which we collectively call indirect participants. Persons that are not
participants may beneficially own securities held by or onbehalf of DTC only through the participants or the indirect participants. The
ownership interests in, and transfers of ownership interests in, each security held by oronbehalf of DTC are recorded onthe records of
the participants and the indirect participants. The rules applicable to DTC and its participants are on file with the SEC.

DTC has also advised us that, upon the issuance of the depositary receipts evidencing the depositary shares, it will credit, on its
book-entry registration and transfer system, the depositary shares evidenced thereby to the designated accounts of participants.
Ownership of beneficial interests in the global depositary receipts will be limited to participants or persons that may hold interests
through participants. Ownership of beneficial interests in the global depositary receipts will be shown on, and the transfer of those
ownership interests may be effected only through, records maintained by DTC or its nominee (withrespect to participants) and the
records of participants and indirect participants (with respect to other owners of beneficial interests in the global depositary receipts).

Investors inthe global depositary receipts that are participants may hold their interests therein directly through DTC. Investors in
the global depositary receipts that are not participants may hold their interests therein indirectly through organizations (including
Euroclear and Clearstream) that are participants in such system. Furoclear and Clearstream will hold interests in the global depositary
receipts on behalf of their participants through customers’ securities accounts in their respective names onthe books of their
respective depositaries. All interests in a global depositary receipt, including those held through Furoclear or Clearstream, may be
subject to the procedures and requirements of DTC. Those interests held through Euroclear or Clearstream may also be subject to the
procedures and requirements of such systems.
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The laws of some states require that certain purchasers of securities take physical delivery of those securities in definitive form.
These laws may impair the ability of holders to transfer beneficial interests in depositary receipts to certain purchasers. Because DTC
canact only onbehalf of the participants, which in turn act on behalf of the indirect participants, the ability of a person having beneficial
interests ina global depositary receipt to pledge such interests to persons that do not participate in the DTC system, or otherwise take
actions inrespect of such interests, may be affected by the lack of a physical certificate evidencing such interests.

So long as DTC or any successor depositary for a depositary receipt, or any nominee, is the registered holder of such depositary
receipt, DTC orsuchsuccessor depositary or nominee will be considered the sole owner orholder of the depositary shares
represented by such depositary receipts forall purposes under the Deposit Agreement. Except as set forth below, owners of beneficial
interests in a depositary receipt will not be entitled to have depositary shares represented by such depositary receipt registered in their
names, willnot receive or be entitled to receive physical delivery of depositary shares or depositary receipts in definitive form, and
willnot be considered the owners or holders thereof for any purpose under the Deposit Agreement. Accordingly, each person owning a
beneficial interest in a depositary receipt must rely on the procedures of DTC and, if such personis not a participant, on the procedures
of the participant through which such person owns its interest, to exercise any rights of a holder under the Deposit Agreement. We
understand that, under existing industry practices, in the event that we request any action of holders or that an owner of a beneficial
interest in the depositary receipts desires to give any consent or take any action under the Deposit Agreement, DTC or any successor
depositary would authorize the participants holding the relevant beneficial interests to give or take suchaction or consent, and such
participants would authorize beneficial owners owning through such participants to give or take suchactionorconsent or would
otherwise act upon the instructions of beneficial owners owning through them.

Payment of dividends, if any, distributions upon liquidation or other distributions with respect to the depositary shares that are
registered in the name of or held by DTC orany successor depositary or nominee will be payable to DTC orsuchsuccessor
depositary ornominee, as the case may be, inits capacity as registered holder of the global depositary receipts representing the
depositary shares. Under the terms of the Deposit Agreement, the depositary will treat the persons in whose names the depositary
shares, including the depositary receipts, are registered as the owners of such securities for the purpose of receiving payments and for
all other purposes. Consequently, neither we, nor any depositary, nor any agent of us or any such depositary will have any responsibility
or liability for any aspect of the records relating to, or payments made onaccount of, beneficial ownership interests in the depositary
receipts, for maintaining, supervising or reviewing any records relating to such beneficial ownership interests, or for any other matter
relating to the actions and practices of DTC or any of its participants or indirect participants.

We have beenadvised by DTC that its current practice, uponreceipt of any payment of dividends, distributions upon liquidation or
other distributions withrespect to the depositary receipts, is to credit participants’ accounts with payments on the payment date, unless
DTC has reasonto believe it willnot receive payments on such payment date. Each relevant participant is credited with an amount
proportionate to its beneficial ownership of an interest in the relevant security as shown on the records of DTC. Payments by
participants and indirect participants to owners of beneficial interests in the global depositary receipts held through such participants and
indirect participants will be governed by standing instructions and customary practices, as is now the case with securities held for the
accounts of customers in bearer form orregistered in “street name,” and will be the responsibility of such participants or indirect
participants, and will not be the responsibility of us, any depositary, nor any agent of us or of any such depositary. Neither we nor any
such depositary or agent will be liable for any delay by DTC or by any participant or indirect participant in identifying the beneficial
owners of the depositary shares, and we and any such depositary or agent may conclusively rely on and will be protected inrelying on
instructions from DTC orits nominee for all purposes.

Cross-market transfers between the participants in DTC, on the one hand, and Euroclear or Clearstream participants, on the other
hand, will be effected through DTC inaccordance with DTC’s rules on behalf of Euroclear or Clearstream, as the case may be, by its
depositary; however, such cross-market transactions will
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require delivery of instructions to Euroclear or Clearstream, as the case may be, by the counterparty in such system in accordance with
the rules and procedures and within the established deadlines (Brussels time) of such system. Euroclear or Clearstream, as the case may
be, will, if the transaction meets its settlement requirements, deliver instructions to its respective depositary to take actionto effect
final settlement on its behalf by delivering orreceiving interests in the relevant global depositary receipts in DTC, and making or
receiving payment in accordance with normal procedures for same-day funds settlement applicable to DTC. Euroclear participants and
Clearstream participants may not deliver instructions directly to the depositories for Euroclear or Clearstream. DTC has advised us that
it will take any action permitted to be taken by a holder of depositary shares only at the direction of one or more participants to whose
account DT C has credited the interests inthe global depositary receipts and only inrespect of such portionof the aggregate amount of
the depositary shares as to which such participant or participants has or have givensuch direction.

Owners of beneficial interests in a global depositary receipt willnot be entitled to receive physical delivery of the related
depositary shares or any depositary receipts in certificated form and willnot be considered the holders of the depositary shares or
depositary receipts for any purpose under the Deposit Agreement, and no depositary receipt will be exchangeable, except for another
depositary receipt of the same denomination and tenor to be registered inthe name of DTC ora successor depositary or nominee.
Accordingly, each beneficial owner must rely onthe procedures of DTC and, if the beneficial owner is not a participant, on the
procedures of the participant or indirect participant through which the beneficial owner owns its interest to exercise any rights of a
holderunder the Deposit Agreement.

Although DTC, Euroclear and Clearstream have agreed to the foregoing procedures to facilitate transfers of interests in the
global securities among participants in DTC, Euroclear and Clearstream, they are under no obligationto perform orto continue to
perform such procedures, and may discontinue such procedures at any time. Neither we, nor any depositary, nor any agent of us orof
any such depositary will have any responsibility for the performance by DTC, Euroclear or Clearstream or their respective participants
orindirect participants of their respective obligations under the rules and procedures governing their operations.

The information in this section, including any description of the operations and procedures of DTC, Euroclear and Clearstream,
has been provided solely as a matter of convenience. We do not take any responsibility for the accuracy of this information, and this
information is not intended to serve as a representation, warranty or contract modification of any kind. The operations and procedures
of DTC, Euroclear and Clearstream are solely within the control of such settlement systems and are subject to changes by them. We
urge investors to contact such systems or their participants directly to discuss these matters.
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UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

The following is a summary of the material U.S. federal income tax considerations relating to the purchase, ownership and
disposition of the depositary shares, as of the date of this prospectus supplement. This summary deals only with depositary shares
purchased in this offering for cash and held as capital assets (generally, property held for investment). Additionally, this summary does
not deal with special situations. For example, this summary does not address:

* tax consequences to holders who may be subject to special tax treatment, such as dealers in securities or currencies,
financial institutions, regulated investment companies, real estate investment trusts, expatriates, tax-exempt entities, traders
in securitics that elect to use a mark-to-market method of accounting for their securities or insurance companies;

* tax consequences to persons holding depositary shares as part of a hedging, integrated, or conversion transactionora
straddle or persons deemed to sell depositary shares under the constructive sale provisions of the Internal Revenue Code of
1986, as amended (the “Code”);

* tax consequences to persons who at any time hold more than 5% of the total fair market value of any class of our stock;
* tax consequences to U.S. holders of depositary shares whose “functional currency” is not the U.S. dollar;
* tax consequences to partnerships or other pass-through entities and investors in such entities; or

+ alternative minimum tax consequences, if any.

Finally, this summary does not address U.S. federal tax consequences other than income taxes (such as estate and gift tax
consequences) or any state, local or foreign tax consequences.

The discussionbelow is based upon the provisions of the Code, and U.S. Treasury regulations, rulings and judicial decisions as of
the date of this prospectus supplement. Those authorities may be changed, perhaps retroactively, so as to result in U.S. federal income
tax consequences different from those discussed below. No ruling has been or will be sought from the Internal Revenue Service
(“IRS”) withrespect to the matters discussed below, and there can be no assurance that the IRS willnot take a contrary position
regarding the tax consequences of the purchase, ownership and disposition of the depositary shares, or that any such contrary position
would not be sustained by a court. This summary does not address all aspects of U.S. federal income taxation and does not deal with all
tax consequences that may be relevant to holders in light of their personal circumstances.

If a partnership holds depositary shares, the tax treatment of a partner in the partnership will generally depend upon the status of
the partner and the activities of the partnership. If you are a partner of a partnership holding depositary shares, you should consult your
tax advisor.

If youare considering the purchase of depositary shares, you should consult your own tax advisors concerning the U.S. federal
income tax consequences to youinlight of your particular facts and circumstances and any consequences arising under the laws of any
state, local, foreign or other taxing jurisdiction.

Treatment of Depositary Shares

Beneficial owners of depositary shares will be treated as owners of the underlying Preferred Stock for U.S. federal income tax
purposes. Accordingly, each beneficial owner of a depositary share will be treated as receiving a proportionate share of allcashor
other property received by the depositary inrespect of the Preferred Stock. Youshould consult your own tax advisors regarding the
tax consequences of non-cash distributions made onthe Preferred Stock.
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Consequences to U.S. Holders

The following is a summary of the U.S. federal income tax consequences that will apply to a U.S. holder of depositary shares.
“U.S.holder” means a beneficial owner of depositary shares for U.S. federal income tax purposes that is

* anindividual who is a citizen or resident of the United States;

* acorporation (orany other entity treated as a corporation for U.S. federal income tax purposes) created or organized inor
under the laws of the United States, any state thereof or the District of Columbia;

+ anestate the income of which is subject to U.S. federal income taxationregardless of its source; or

» atrustif (1) itis subject to the primary supervision of a court within the United States and one or more U.S. persons have the
authority to control all substantial decisions of the trust, or(2) it has a valid election in effect under applicable U.S. Treasury
regulations to be treated as a U.S. person.

Distributions

A distribution inrespect of Preferred Stock represented by depositary shares generally will be treated as a dividend to the extent it
is paid from our current or accumulated earnings and profits, as determined under U.S. federal income tax principles. If the distribution
exceeds our current and accumulated earnings and profits, the excess will be treated as a nontaxable return o f capital reducing the
U.S. holder’s tax basis in the depositary shares to the extent of the U.S. holder’s tax basis in that stock. Any remaining excess will be
treated as capital gain, the tax treatment of which is discussed below under “Sale, Exchange, Redemption or Other Taxable Disposition
of the Depositary Shares”. Subject to certain holding period requirements and exceptions, dividends received by individual holders
generally will be subject to a reduced maximum tax rate of 15% for “qualified dividend income” through December 31, 2012, after
which the rate applicable to dividends is scheduled to return to the tax rate generally applicable to ordinary income. Subject to certain
limitations, dividends received by a corporate U.S. holder, generally will be eligible for the 70% dividends-received deduction. In
addition, a corporate U.S. holder may be required to reduce its basis in Preferred Stock represented by depositary shares withrespect
to certain “extraordinary dividends,” as provided under Section 1059 of the Code.

U.S. holders should consult their tax advisors regarding the holding period and other requirements that must be satisfied in order to
qualify for the dividends-received deduction, the application of the extraordinary dividend rules and the reduced maximum tax rate for
qualified dividend income.

Sale, Exchange, Redemption or Other Taxable Disposition of the Depositary Shares

A U.S. holder will generally recognize capital gainorloss on a sale, exchange, or other taxable disposition of the depositary
shares. The U.S. holder’s gain or loss will equal the difference between the amount realized by the U.S. holder and the U.S. holder’s tax
basis in the depositary shares. The amount realized by the U.S. holder will include the amount of any cash and the fair market value of
any other property received for the depositary shares. Gainorloss recognized by a U.S. holder on a sale, exchange or other taxable
disposition of depositary shares will be long-term capital gain or loss if the U.S. holder held the depositary shares for more than one
year. Long-term capital gains of non-corporate taxpayers are generally taxed at lower rates than those applicable to ordinary income.
The deductibility of capital losses is subject to certain limitations.

If we redeem the Preferred Stock underlying the depositary shares (in which case the depositary shares would be redeemed as
described above in “Description of Depositary Shares — Redemption of Depositary Shares™), it generally would be a taxable event. A
U.S. holder would be treated as if it had sold its depositary shares if, within the meaning of Section 302(b) of the Code, the redemption

* results ina complete termination of the U.S. holder’s stock interest inus;
* is “substantially disproportionate” withrespect to the U.S. holder; or

* is not “essentially equivalent to a dividend” with respect to the U.S. holder.
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In determining whether any of these tests has been met, shares of stock considered to be owned by the U.S. holder by reasonof
certain constructive ownership rules set forthin Section 318 of the Code, as well as shares actually owned and Preferred Stock
represented by depositary shares held by the U.S. holder, must be taken into account.

If we redeem the Preferred Stock and the related depositary shares in a redemption that meets one of the tests described above,
the U.S. holders generally would recognize taxable gainor loss equal to the sum of the amount of cash and fair market value of
property (except, incertain cases, stockofus ora successorto us) paid inredemption less the U.S. holder’s tax basis in the depositary
shares represented by the redeemed Preferred Stock. This gainorloss would be long-term capital gain or capital loss if the U.S. holder
has held the depositary shares for more than one year.

If the redemptiondoes not meet any of the tests described above, the U.S. holder generally would be taxed on the cash and fair
market value of the property paid as a dividend to the extent paid out of our current or accumulated earnings and pro fits. Any amount in
excess of our current and accumulated earnings and pro fits would first reduce the U.S. holder’s tax basis in the depositary shares and
thereafter would be treated as capital gain. If the redemption of the depositary shares is treated as a distribution that is taxable as a
dividend, U.S. holders should consult with their own tax advisors regarding the allocation of their basis in the redeemed and re maining
depositary shares.

Information Reporting and Backup Withholding

When required, we or our paying agent will report to the holders of the depositary shares and to the IRS amounts paid on or with
respect to the depositary shares during each calendar year and the amount of tax, if any, withheld from such payments. A U.S. holder
will be subject to backup withholding on any dividends paid on the depositary shares and proceeds from the sale of the depositary
shares at the applicable rate if the U.S. holder (a) fails to provide us or our paying agent with a correct taxpayer identification numberor
certification of exempt status, (b) has beennotified by the IRS that it is subject to backup withholding as a result of the failure to
properly report payments of interest or dividends, or (c) in certain circumstances, has failed to certify under penalty of perjury that it is
not subject to backup withholding. A U.S. holder may be eligible for an exemption from backup withholding by providing a properly
completed IRS Form W-9 to us or our paying agent. Any amounts withheld under the backup withho lding rules will generally be allowed
as arefund ora credit against a U.S. holder’s U.S. federal income tax liability provided the required information is properly furnished to
the IRS by the U.S. holder ona timely basis.

Consequences to Non-U.S. Holders

The following is a summary of the U.S. federal income tax consequences that will apply to youif youare a non-U.S. holderof
depositary shares. The term “non-U.S. holder” means a beneficial owner of shares of depositary shares that is, for U.S. federal income
tax purposes, an individual, corporation, trust or estate that is not a “U.S. holder” (as defined above). Special rules may apply to certain
non-U.S. holders such as “controlled foreign corporations” or “passive foreign investment companies.” Such entities should consult
their own tax advisors to determine the U.S. federal, state, local and other tax consequences that may be relevant to them.

Distributions

Subject to the discussions of backup withholding and the Foreign Account Tax Compliance Act below, any dividends paid in
respect of Preferred Stock represented by depositary shares (including any redemption that is taxed as a dividend under the rules
described above under “— Consequences to U.S. Holders — Sale, Exchange, Redemption or Other Taxable Disposition of the
Depositary Shares™) held by a non-U.S. holder will be subject to withholding tax at a 30% rate or such lower rate as specified by an
applicable income tax treaty. However, dividends that are effectively connected with the conduct of a trade or business within the
United States and, where an applicable tax treaty so provides, are attributable to a U.S. permanent establishment, are not subject to
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the withholding tax, but instead are subject to U.S. federal income tax on a net income basis at applicable graduated individual or
corporate rates. Certain certification and disclosure requirements must be complied with in order for effectively connected income to
be exempt from withholding. To claim the exemption, a non-U.S. holder must generally furnish to us or our paying agent a properly
executed IRS Form W-8ECI (or applicable successor form). Any such effectively connected dividends received by a foreign
corporation may, under certain circumstances, be subject to an additional branch profits tax at a 30% rate or such lower rate as
specified by an applicable income tax treaty.

Anon-U.S. holder of depositary shares who wishes to claim the benefit of a treaty rate is required to satisfy applicable
certification and other requirements. To receive the benefit of a reduced treaty rate, a non-U.S. holder generally must furnish to us or
our paying agent a valid IRS Form W-8BEN (or applicable successor form) certifying such non-U.S. holder’s qualification for the
reduced rate. This certification must be provided to us or our paying agent prior to the payment of dividends and must be updated
periodically. If a non-U.S. holder does not timely provide us or our paying agent with the required certification but is eligible fora
reduced rate of U.S. withholding tax pursuant to an income tax treaty, the holder may obtain a refund of any excess amounts withheld by
timely filing an appropriate claim for re fund with the IRS.

Sale, Exchange, Redemption or Other Taxable Disposition of the Depositary Shares

Subject to the discussions of backup withholding and the Foreign Account Tax Compliance Act below, any gainrealized by a non-
U.S. holder upon the sale, exchange, redemption (provided the redemption is treated as a sale or exchange under the rules described
above under “— Consequences to U.S. Holders — Sale, Exchange, Redemption or Other Taxable Disposition of the Depositary

Shares”) or other taxable disposition of depositary shares willnot be subject to U.S. federal income tax withrespect to such gain
unless:

+ that gainis effectively connected with the non-U.S. holder’s conduct of a trade or business in the United States (and, if
required by an applicable income tax treaty, is attributable to a U.S. permanent establishment);

* the non-U.S. holderis an individual who is present in the United States for 183 days or more in the taxable year of that
disposition, and certain other conditions are met; or

+ the depositary shares constitute U.S. real property interests by reasonof our status as a “U.S. real property holding
corporation” (a “USRPHC”) for U.S. federal income tax purposes at any time within the shorter of the five-year period
preceding the disposition or the period that the non-U.S. holder held the depositary shares.

A non-U.S. holderdescribed in the first bullet point above generally will be subject to U.S. federal income tax on the net gain
derived from the sale inthe same manner as a U.S. holder. A non-U.S. holder that is a foreign corporation and is described in the first
bullet point above will be subject to tax on gain under regular graduated U.S. federal income tax rates and, in addition, may be subject to
a branch profits tax at a 30% rate or a lower rate if so specified by an applicable income tax treaty. An individual non-U.S. holder
described inthe second bullet point above will be subject to a flat 30% U.S. federal income tax onthe gain derived from the sale, which
may be offset by U.S. source capital losses, subject to certain limitations.

With regard to the third bullet point above, generally, a corporation is a USRPHC if the fair market value of its United States real
property interests equals or exceeds 50% of the sum of the fair market value of its worldwide real property interests and its other
assets used or held foruse in a trade or business. We do not expect to be a USRPHC for U.S. federal income tax purposes. However,
evenif we are or become a USRPHC, the depositary shares willnot be treated as a U.S. real property interest if the depositary shares
are “regularly traded” on an established securities market, as defined by applicable U.S. Treasury regulations, and the non-U.S. holder
does not actually or constructively hold more than 5% of the depositary shares at any time during the shorter of the five-year period
preceding the date of disposition or the non-U.S. holder’s holding period for such shares.
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Any taxable gain generally would be taxed in the same manner as gain that is effectively connected with the conduct of a trade or
business in the United States, except that the branch profits tax willnot apply. Non-U.S. holders should consult their own advisors about
the consequences that could result if we are, or become, a USRPHC.

Information Reporting and Backup Withholding

Generally, we must report to the IRS and to non-U.S. holders the amount of dividends treated as paid to the non-U.S. holder and
the amount of tax, if any, withheld with respect to those payments. These information reporting requirements apply even if no
withho lding was required because the payments were effectively connected with the non-U.S. holder’s conduct of a trade or business in
the United States, or withholding was reduced or eliminated by an applicable income tax treaty. Copies of the information returns
reporting such dividend payments and any withho lding may also be made available to the tax authorities in the country in which the
holderresides under the provisions of an applicable income tax treaty.

Ingeneral, a non-U.S. holder will not be subject to backup withholding with respect to payments of dividends that we make in
respect of Preferred Stock attributable to depositary shares held by the holder if the non-U.S. holder certifies under penalty of perjury
that it is a non-U.S. holder or otherwise establishes an exemption. A non-U.S. holder will be subject to information reporting and,
depending onthe circumstances, backup withholding with respect to the proceeds of the sale or other disposition of depositary shares
within the United States or conducted through certain U.S.-related payors, unless the payor of the proceeds receives the statement
described above orthe holder otherwise establishes an exemption.

Any amounts withheld under the backup withholding rules will be allowed as a refund or a credit against a holder’s U.S. federal
income tax liability provided the required information is timely furnished to the IRS.

Foreign Account Tax Compliance Act

The Foreign Account Tax Compliance Act was enacted on March 18, 2010 and will impose a 30% U.S. withholding tax on
“withholdable payments” as defined in Section 1473(1) of the Code (“Withholdable Payments”), which include certain U.S. source
payments, including dividends and gross proceeds from a disposition of property of a type which can produce U.S. source dividends,
if paid to a “foreign financial institution” (as specially defined for purposes of these rules), unless such institution enters into an
agreement with the Treasury to collect and provide to the Treasury substantial information regarding U.S. account holders with such
institution, including certain account holders that are foreign entities with U.S. owners, and to withhold 30% on certain “pass-thru
payments” (as discussed inmore detail below). The legislation also generally imposes a withholding tax of 30% on Withholdable
Payments made to a non-financial foreign entity unless such entity provides the withholding agent with a certification that it does not
have any substantial U.S. owners or a certification identifying the direct or indirect substantial U.S. owners of the entity.

In addition, under the Foreign Account Tax Compliance Act, “pass-thru payments” made by a foreign financial institution to
“recalcitrant holders” or non-compliant foreign financial institutions (and allora portion of “pass-thru payments” made by a foreign
financial institution to certain other foreign financial institutions) are subject to a 30% U.S. withholding tax. A “recalcitrant holder”
generally is a holder of an account with a foreign financial institution that fails to comply with reasonable requests for information that
will help enable the relevant foreign financial institution to comply with its reporting requirements. A “pass-thru payment” is de fined
under the Code as any Withholdable Payment or other payment (including non-U.S. source payments) to the extent attributable to any
Withho ldable Payment.

Although the Foreign Account Tax Compliance Act currently applies to applicable payments made after December31, 2012, the
IRS has issued proposed Treasury Regulations providing that the withholding provisions described above will generally apply to certain
Withholdable Payments, and certain pass-thru payments that are
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Withholdable Payments (including dividends), made onor after January 1, 2014, to Withholdable Payments, and pass-thru payments that
are Withholdable Payments, that constitute gross proceeds from the disposition of property to the extent such payments are made with
respect to a disposition occurring on or after January 1, 2015 and to foreign pass-thru payments (which have yet to be defined) made
onorafter January 1, 2017. Holders are urged to consult with their own tax advisors regarding the possible implications of this recently
enacted legislation on their investment in the depositary shares.

Health Care Education and Reconciliation Act 02010

The Health Care Education and Reconciliation Act of 2010 requires certain United States persons who are individuals, estates or
trusts to pay a 3.8% tax on, among other things, dividends and capital gains from the sale, exchange, redemption or other taxable
disposition of stock, for taxable years beginning after December 31, 2012. Prospective investors should consult their tax advisors
regarding the effect, if any, of this legislation on their ownership and disposition of the depositary shares.
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CERT AIN ERISA CONSIDERATIONS

The following is a summary of certain considerations associated with the purchase, holding and, to the extent relevant, disposition
of the depositary shares by any of (i) anemployee benefit plansubject to Title I of the Employee Retirement Income Security Actof
1974, as amended (“ERISA”), (ii) a plan, individual retirement account or other arrangement that is subject to Section4975 of the
Code orprovisions under any federal, state, local, non-U.S. or other laws, rules or regulations that are similar to such provisions of
ERISA orthe Code (collectively, “Similar Laws™), and/or (iii) any entity whose underlying assets are considered to include “plan
assets” (within the meaning of ERISA and any Similar Laws) of any such plan, account or arrangement by reason of a plan’s investment
insuch entity (each of (i), (ii) and (iii), a “Plan™).

General Fiduciary Matters

ERISA and the Code impose certain duties on persons who are fiduciaries of a Plan subject to Title I of ERISA or Section4975 of
the Code (an “ERIS A Plan”) and prohibit certain transactions involving the assets of an ERISA Plan and its fiduciaries or other interested
parties. In general, under ERISA and the Code, any person who exercises any discretionary authority or control over the administration
of such an ERISA Plan or the management or disposition of the assets of such an ERISA Plan, or who renders investment advice fora
fee orother compensation to such an ERISA Plan, is considered to be a fiduciary of the ERIS A Plan (within the meaning of
Section3(21) of ERISA).

In considering the acquisition, holding and, to the extent relevant, disposition of the depositary shares, in any case, involving the
assets of a Plan, a fiduciary of an ERISA Plan should consider, among other matters, whether the investment is in accordance with the
documents and instruments goveming the Plan and the applicable provisions of ERISA, the Code or any applicable Similar Law relating
to a fiduciary’s duties to the Plan including, without limitation, the prudence, diversification, delegation of control and prohibited
transaction provisions of ERISA, the Code and any other applicable Similar Laws.

Prohibited Transaction Considerations

Section406 of ERISA prohibits ERISA Plans from engaging in specified transactions involving “plan assets” with persons or
entities who are “parties in interest” (within the meaning of Section3(14) of ERISA), and Section4975 of the Code imposes anexcise
tax on certain “disqualified persons” (within the meaning of Section4975 of the Code) who engage in similar transactions, ineach
case, unless a statutory or administrative exemption is available. A party in interest or disqualified person, including a fiduciary of an
ERISA Plan, who engages in a non-exempt prohibited transaction may be subject to excise taxes and other penalties and liabilities under
ERISA and the Code. Plans that are governmental plans (as defined in Section 3(32) of ERISA), certain church plans (as defined in
Section3(33) of ERISA or Section4975(g)(3) of the Code) and non-U.S. plans (as described in Section4(b)(4) of ERISA) are not
subject to the requirements of Section406 of ERISA or Section4975 of the Code, but may be subject to comparable prohibitions
under other applicable Similar Laws. The occurrence of a prohibited transaction could also cause an individual account to lose its tax-
exempt status.

The acquisition and/or holding (and, to the extent relevant, disposition) of the depositary shares by an ERISA Plan with respect to
which the Company or any of its affiliates is considered a party in interest or a disqualified person may constitute or result ina direct or
indirect prohibited transaction under Section406 of ERISA and/or Section4975 of the Code, unless the investment is acquired and is
held in accordance with an applicable statutory, class or individual prohibited transaction exemption. In this regard, the U.S. Department
of Labor has issued prohibited transaction class exemptions (“PTCEs”) that may apply to provide exemptive relief for direct or
indirect prohibited transactions arising in connection with the acquisition, holding and/or disposition (to the extent relevant) of the
depositary shares. These class exemptions include, without limitation, PTCE 84-14 respecting transactions determined by qualified
professional asset managers, PTCE 90-1 respecting insurance
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company pooled separate accounts, PTCE 91-38 respecting bank collective investment funds, PTCE 95-60 respecting life insurance
company general accounts and PTCE 96-23 respecting transactions determined by in-house asset managers. In addition,
Section408(b)(17) of ERISA and Section4975(d)(20) of the Code each provides a limited exemption, called the “service provider
exemption,” from the prohibited transaction provisions of Section406 of ERISA and Section4975 of the Code for certain purchases
and sales of securities, provided that neither the issuer of the securities nor any of its affiliates (directly or indirectly) have or exercise
any discretionary authority or control or render any investment advice withrespect to the assets of any ERISA Plan involved in the
transaction, and provided further that the ERISA Planreceives no less, and pays no more, than adequate consideration in connection
with the transaction. There can be no assurance that all of the conditions of any such exemptions will be satisfied.

Because of the foregoing, the depositary shares should not be acquired or held by any person investing “plan assets” of any Plan,
unless such acquisition and holding will not constitute a non-exempt prohibited transaction under ERISA or Section4975 of the Code
and will not constitute a similar violation of any applicable Similar Laws.

The foregoing discussionis general in nature and is not intended to be all-inclusive. Due to the complexity of these rules and the
penalties that may be imposed upon persons involved in non-exempt prohibited transactions or breaches of fiduciary obligations, it is
particularly important that fiduciaries, or other persons considering whether to acquire any depositary shares on behalf of, or with the
assets of, any Plan, consult with their counsel regarding the potential applicability of ERISA, Section4975 of the Code and any Similar
Laws to such transaction. Investors in depositary shares have exclusive responsibility for ensuring that none of the acquisition, holding
and/or disposition of the depositary shares violates the fiduciary or prohibited transaction rules of ERISA, the Code and/or any Similar
Laws. The sale of any depositary shares by orto any Plan is inno respect a representation by us or any of our affiliates or
representatives that such an investment meets all relevant legal requirements with respect to investments by such Plans generally or
with respect to any particular Plan, or that such an investment is appropriate for such Plans generally or for any particular Plan.

Representation

By acquiring and holding the depositary shares, each purchaser and holder will be deemed to have represented and warranted that
either (1) it is not a Plan, and no portion of the assets used to acquire or hold the depositary shares constitutes assets of any Planor
(2) the acquisition and holding of any depositary shares will not constitute a non-exempt prohibited transaction under Section406 of
ERISA or Section4975 of the Code or similar violation under any applicable Similar Laws.
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UNDERWRIT ING

Citigroup Global Markets Inc., J.P. Morgan Securities LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated, UBS Securities
LLC and Wells Fargo Securities, LLC are acting as representatives of each of the underwriters named below. Under the terms and
subject to the conditions contained in an underwriting agreement, dated the date of this prospectus supplement, each of the
underwriters has severally and not jointly agreed to purchase from us, and we have agreed to sell to that underwriter, the number of
depositary shares listed next to its name in the following table:

Number of Depositary

Name Shares
Citigroup Global Markets Inc. 3,520,000
J.P. Morgan Securities LLC 3,520,000

Merrill Lynch, Pierce, Fenner & Smith

Incorporated 3,520,000
UBS Securities LLC 3,520,000
Wells Fargo Securities, LLC 3,520,000
Deutsche Bank Securities Inc. 400,000
Goldman, Sachs & Co. 400,000
RBC Capital Markets, LLC 400,000
Janney Montgomery Scott LLC 200,000
Oppenheimer & Co. Inc. 200,000
B.C. Ziegler and Company 50,000
BB&T Corp 50,000
C.L. King & Associates, Inc. 50,000
D.A. Davidson & Co. 50,000
Davenport & Company LLC 50,000
HRC Investment Services, Inc. 50,000
Keefe, Bruyette & Woods, Inc. 50,000
Mesirow Financial, Inc. 50,000
Mischler Financial Group, Inc. 50,000
Mitsubishi UFJ Securities (USA), Inc. 50,000
Robert W. Baird & Co. Incorporated 50,000
Southwest Securities, Inc. 50,000
Sterne, Agee & Leach, Inc. 50,000
The Williams Capital Group, L.P. 50,000
Wedbush Securities Inc. 50,000
William Blair & Company, L.L.C. 50,000
20,000,000

The underwriting agreement provides that the obligations of the underwriters to pay forand accept delivery of the depositary
shares offered by this prospectus supplement and the accompanying prospectus are subject to the approval of certain legal matters by
their counsel and to certain other conditions. The underwriters reserve the right to withdraw, cancel or modify offers to the public and
to reject orders in whole or in part. The underwriters are obligated to take and pay forall of the depositary shares offered by this
prospectus supplement and the accompanying prospectus if any shares are taken. If an underwriter defaults, the underwriting agreement
provides that the purchase commitments of the non-de faulting underwriters may be increased or the underwriting agreement may be
terminated.
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We have agreed that, for the period ending 30 days after the date of this prospectus supplement, and subject to certain
exceptions, we will not, without the prior written consent o f the representatives of the underwriters, (i) offer, pledge, announce the
intention to sell, sell, contract to sell, sellany option or contract to purchase, purchase any option or contract to sell, grant any option,
right or warrant to purchase or otherwise transfer or dispose of, directly or indirectly, or file with the SEC a registration statement under
the Securities Act relating to, any Preferred Stock or depositary shares, any other of our preferred stock (or depositary shares in
respect thereof), orany securities convertible into or exercisable or exchangeable for Preferred Stock, depositary shares, orany other
of ourpreferred stock (or depositary shares inrespect thereof), or (ii) enter into any swap or other agreement that transfers, in whole
orinpart, any of the economic consequences of ownership of Preferred Stock or depositary shares, whether any such transaction
described inclause (1) or(2) above is to be settled by delivery of Preferred Stock or depositary shares or such other securities, in
cashorotherwise.

The underwriters propose to offer some of the depositary shares directly to the public at the public offering price set forth on the
cover page of this prospectus supplement and may offer some of the depositary shares to dealers at the public offering price less a
concessionnot to exceed $0.50 per depositary share sold to retail investors and $0.25 per depositary share sold to institutional
investors. The underwriters may allow, and such dealers may reallow, a concessionnot inexcess of $0.45 per depositary share sold to
retail investors and $0.20 per depositary share sold to institutional investors. After the initial o ffering of the depositary shares to the
public, the representatives may change the public o ffering price, concession and discount.

We have granted to the underwriters an option, exercisable for 30 days from the date of this prospectus supplement, to purchase
up to anaggregate of 3,000,000 additional depositary shares at the public offering price listed onthe cover of this prospectus
supplement, less underwriting discounts and commissions. The underwriters may exercise this optionsolely to cover any over-
allotments. To the extent the optionis exercised, each underwriter willbecome obligated, subject to certain conditions, to purchase
approximately the same percentage of the additional depositary shares as the number listed next to the underwriter’s name in the
preceding table bears to the total number of depositary shares listed next to the names of all underwriters in the preceding table.

The underwriting fee is equal to the public offering price per depositary share less the amount paid by the underwriters to us per
depositary share. The following table shows the per depositary share and total underwriting discounts and commissions to be paid to
the underwriters. Such amounts are shown assuming bothno exercise and full exercise of the underwriters’ option to purchase
3,000,000 additional depositary shares.

No Exercise® Full Exercise®
Per Depositary Share $ 0.61724 $ 0.63945
Total $12,344,812.50 $14,707,312.50

(1) Reflects 8,255,000 depositary shares sold to institutional investors, for which the underwriters received an underwriting discount
0f $0.3750 per depositary share, and 11,745,000 depositary shares sold to retail investors, for which the underwriters received an
underwriting discount of $0.7875 per depositary share.

(2) Reflects fullexercise of the underwriters’ optionto purchase 3,000,000 additional depositary shares and sale of the over-
allotment shares to retail investors for which the underwriters would receive an underwriting discount of $0.7875 per depositary
share.

Some of our officers and directors may purchase the depositary shares in this offering.

We estimate that our total expenses of this offering, including registration, filing fees, printing fees and legal and accounting
expenses, but excluding underwriting discounts and commissions, will be approximately $1.3 million.

Prior to this o ffering, there has beenno public market for the depositary shares. We do not expect that there will be any separate
public trading market for the shares of the Preferred Stock except as represented by the depositary shares. We intend to apply to list
the depositary shares onthe NYSE under the symbol “DFSPrB.” If
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the application is approved, we expect trading of the depositary shares onthe NYSE to begin within the 30-day period after the initial
delivery of the depositary shares.

Other than in the U.S., no action has been taken by us or the underwriters that would permit a public o ffering of the securities
offered by this prospectus supplement in any jurisdiction where action for that purpose is required. The securities o ffered by this
prospectus supplement and the accompanying prospectus may not be offered orsold, directly or indirectly, nor may this prospectus
supplement, the accompanying prospectus or any other offering material or advertisements in connection with the offer and sale of
any such securities be distributed or published in any jurisdiction, except under circumstances that will result in compliance with the
applicable rules and regulations of that jurisdiction. Persons who come to possess this prospectus supplement or the accompanying
prospectus are advised to inform themselves about and to observe any restrictions relating to the offering and the distribution of this
prospectus supplement and the accompanying prospectus. This prospectus supplement and the accompanying prospectus do not
constitute an offer to sellor a solicitation of an offer to buy any securities offered by this prospectus supplement and the
accompanying prospectus in any jurisdiction in which such an o ffer or a solicitation is unlawful.

To facilitate the offering of the depositary shares, the underwriters may engage in transactions that stabilize, maintain or
otherwise affect the price of the depositary shares. Specifically, the underwriters may sell more depositary shares than they are
obligated to purchase under the underwriting agreement, creating a short position. A short position may involve either “covered” short
sales or “naked” short sales. Covered short sales are sales made in anamount not greater than the underwriters’ over-allotment option
to purchase additional depositary shares as described above. The underwriters may close out any covered short position by either
exercising their over-allotment option or purchasing depositary shares in the open market. In determining the source of shares to close
the covered short position, the underwriters will consider, among other things, the price of depositary shares available for purchase in
the open market as compared to the price at which they may purchase depositary shares from us through the over-allotment option.
Naked short sales are sales inexcess of the over-allotment option. The underwriters must close out any naked short position by
purchasing depositary shares in the open market. A naked short positionis more likely to be created if the underwriters are concerned
that there may be downward pressure onthe price of the depositary shares in the open market after pricing that could adversely affect
investors who purchase inthe offering. As an additional means of facilitating the o ffering, the underwriters may bid for, and purchase,
depositary shares in the open market to stabilize the price of the depositary shares. These activities may raise or maintain the market
price of the depositary shares above independent market levels or prevent or retard a decline in the market price of the depositary
shares. The underwriters are not required to engage inthese activities, and may end any of these activities at any time.

The underwriters may also impose a penalty bid. This occurs when a particular underwriter repays to the underwriters a portionof
the underwriting discount received by it because the representatives have repurchased depositary shares sold by or for the account of
suchunderwriter in stabilizing or short covering transactions.

In general, purchases of a security for the purpose of stabilizing or reducing a syndicate short position could cause the price of
the security to be higher than it might otherwise be in the absence of such purchases.

Neither we nor the underwriters make any representation or prediction as to the direction or magnitude of any effect that the
transactions described above may have on the price of the depositary shares. In addition, neither we nor the underwriters make any
representation that the underwriters will engage in such transactions or that such transactions will not be discontinued without notice,
once they are commenced.

In connection with the o ffering, certain o f the underwriters or securities dealers may distribute prospectus supplements by
electronic means, such as email.

We have agreed to indemnify the several underwriters against certain liabilities, including liabilities under the Securities Act of
1933, as amended. If we are unable to provide this indemnification, we have agreed to contribute to payments the underwriters may be
required to make inrespect of those liabilities.
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The underwriters and their respective affiliates are full service financial institutions engaged in various activities, which may include
securities trading, commercial and investment banking, financial advisory, investment management, investment research, principal
investment, hedging, financing and brokerage activities. Certain o f the underwriters and certain o f their respective affiliates have
performed commercial banking, investment banking, financial advisory and/or other services for us and our affiliates, from time to
time, for which they have received customary fees and expenses. The underwriters may, from time to time, engage in transactions
with and perform services for us in the ordinary course of their business.

In the ordinary course of their various business activities, the underwriters and their respective affiliates have made or held, and
may in the future make orhold, a broad array of investments including serving as counterparties to certain derivative and hedging
arrangements, and may have actively traded, and, in the future may actively trade, debt and equity securities (or related derivative
securities), and financial instruments (including bank loans) for their own account and for the accounts of their customers and may have
in the past and at any time in the future hold long and short positions in such securities and instruments. Such investment and securities
activities may have involved, and in the future may involve, our securities and instruments. If any of the underwriters or their affiliates
has a lending relationship with us, certain of those underwriters or their affiliates may hedge their credit exposure to us consistent with
their customary risk management policies. Typically, such underwriters and their affiliates would hedge such exposure by entering into
transactions which consist of either the purchase of credit default swaps or the creation of short positions in our securities. The
underwriters and their affiliates may also make investment recommendations and/or publish or express independent research views in
respect of suchsecurities or financial instruments and may hold, orrecommend to clients that they acquire, long and/or short positions
insuch securities and instruments.

We expect that delivery of the depositary shares will be made against payment therefor on orabout October 16, 2012 which will
be the fifth business day after the date of this prospectus supplement. Under Rule 15¢6-1 of the SEC under the Exchange Act, trades in
the secondary market generally are required to settle inthree business days, unless the parties to a trade expressly agree otherwise.
Accordingly, purchasers who wish to trade depositary shares onthe date of pricing or the first business day after the date hereof will be
required, by virtue of the fact that the depositary shares will settle in five business days, to specify an alternative settlement cycle at the
time of any such trade to prevent a failed settlement. Such purchasers should consult their own advisors in this regard.

Selling Restrictions
European Economic Area

Inrelationto each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a
“Relevant Member State”), with effect from and including the date on which the Prospectus Directive is implemented in that Relevant
Member State no offer of depositary shares may be made to the public in that Relevant Member State other than:

* to any legal entity which is a qualified investor as defined in the Prospectus Directive;

» to fewer than 150 natural or legal persons (other than qualified investors as defined in the Prospectus Directive), as permitted
under the Prospectus Directive, subject to obtaining the prior consent of the underwriters; or

* inany other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of depositary shares shall require the Company or the underwriters to publish a prospectus pursuant to
Article 3 of the Prospectus Directive.

For the purpose of the above provisions, the expression “an offer to the public” in relation to any depositary shares in any
Relevant Member State means the communication in any form and by any means o f sufficient information on the terms of the o ffer and
the depositary shares to be offered so as to enable aninvestorto decide
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to purchase or subscribe the depositary shares, as the same may be varied in the Relevant Member State by any measure implementing
the Prospectus Directive inthe Relevant Member State and the expression “Prospectus Directive” means Directive 2003/71/EC (and
amendments thereto, including the 2010 PD Amending Directive) and includes any relevant implementing measure in the Relevant
Member State and the expression “2010 PD Amending Directive” means Directive 2010/73/EU.

This document is not a prospectus for the purposes of the Prospectus Directive as implemented by the member states of the
European Economic Area. This prospectus supplement is only being distributed to, and is only directed at, persons who are “qualified
investors” (as defined in Article 2(1)(e) of the Prospectus Directive). This prospectus supplement has been prepared on the basis that
any offer of depositary shares in any Relevant Member State will be made pursuant to an exemption under the Prospectus Directive
from the requirement to publish a prospectus for offers of depositary shares. Accordingly any person making or intending to make an
offer in that Relevant Member State of depositary shares which are the subject of the o ffering contemplated in this prospectus
supplement may only do so in circumstances in which no obligation arises for the Company or any of the underwriters to publish a
prospectus pursuant to Article 3 of the Prospectus Directive inrelation to such offer. Neither the Company nor the underwriters have
authorized, nor do they authorize, the making of any offer of depositary shares in circumstances in which an obligation arises for the
Company or the underwriters to publish a prospectus for such offer.

United Kingdom

This prospectus supplement is being distributed only to, and is directed only at, and any o ffer subsequently made may only be
directed at, persons (i) who have professional experience in matters relating to investments falling within Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”), and/or (ii) who are high net worth
companies falling within Article 49(2)(a) to (d) of the Order and/or (iii) who are persons to whom it may otherwise be lawfully
communicated (all such persons together being referred to as “relevant persons”). This document must not be acted onorrelied onin
the United Kingdom by persons who are not relevant persons. In the United Kingdom, any investment or investment activity to which
this document relates is only available to, and will be engaged in with, relevant persons.

All applicable provisions of the Financial Services and Markets Act 2000 must be complied with inrespect to anything done by
any personinrelationto the depositary shares in, from or otherwise involving the United Kingdom.
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VALIDITY OF THE PREFERRED STOCK AND DEPOSIT ARY SHARES

The validity of the Preferred Stock and depositary shares offered by this prospectus supplement and the accompanying
prospectus will be passed upon forus by Sidley Austin LLP, New York, New York. Latham & Watkins LLP, Los Angeles, California, will
pass upon certain matters for the underwriters.

EXPERTS

The consolidated financial statements incorporated by reference in this prospectus supplement and the accompanying prospectus
and the effectiveness of Discover Financial Services’ internal control over financial reporting have been audited by Deloitte & Touche
LLP, anindependent registered public accounting firm, as stated in their reports, which are incorporated herein by reference (which
reports (1) express an unqualified opinion on the consolidated financial statements and include an explanatory paragraph relating to
Discover Financial Services’ adoption of the accounting standards, Accounting for Transfers of Financial Assets — an amendment of
FASB Statement No. 140 and Amendments to FASB Interpretation No. 46(R), on December 1, 2009 and (2) express an unqualified
opinion on the effectiveness of internal control over financial reporting). Such financial statements have been so incorporated in
reliance upon the reports of such firm given upon their authority as experts in accounting and auditing.
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WHERE YOU CAN FIND MORE INFORMAT ION

We file annual, quarterly, and current reports, proxy statements and other information with the Securities and Exchange
Commission (“SEC”). Our SEC filings are available to the public over the Internet at the SEC’s web site at http://www.sec.gov and on
the investor relations page of our website at http://www.discoverfinancial.com. The information available at our website does not
constitute a part of this prospectus supplement or the accompanying prospectus. Our SEC file numberis 001-33378. Youmay also
read and copy any document we file with the SEC at the SEC’s public reference facilities at 100 F Street N.E., Washington, D.C. 20549.
Youcanalso obtain copies of the documents upon the payment of a duplicating fee to the SEC. Please call the SEC at 1-800-SEC-0330
for further information on the operation of the public reference facilities. You may also request a copy of our SEC filings, or the
documents we incorporate by reference herein, at no cost, by writing or telephoning us at:

Discover Financial Services
2500 Lake Cook Road
Riverwoods, Illinois 60015
Attention: Investor Relations
Telephone: (224) 405-0900

This prospectus supplement and the accompanying prospectus omit some information contained in the related registration
statement in accordance with SEC rules and regulations. You should review the information and exhibits included in the registration
statement for further information about us and the securities we are offering. Statements in this prospectus supplement or the
accompanying prospectus concerning any document we filed as an exhibit to the registration statement or that we otherwise filed with
the SEC are not intended to be comprehensive and are qualified by reference to these filings. You should review the complete
document to evaluate these statements.

Youshould rely only on the information incorporated by reference or provided in this prospectus supplement and the
accompanying prospectus. We have not authorized anyone else to provide you with different information or to make any
representations other than as contained in this prospectus supplement and the accompanying prospectus. We are not making any offer
of these securities in any state or jurisdiction where the offeris not permitted.

DOCUMENTS INCORPORATED BY REFERENCE

The SEC allows us to incorporate by reference much of the information that we file with it, which means that we candisclose
important information to youby referring youto those publicly available documents. The information that we incorporate by reference
is an important part of this prospectus supplement and the accompanying prospectus. Any statement contained ina document
incorporated or deemed to be incorporated by reference into this prospectus supplement or the accompanying prospectus will be
deemed to be modified or superseded for purposes of this prospectus supplement and the accompanying prospectus to the extent
that a statement contained in this prospectus supplement or the accompanying prospectus or any other subsequently filed document
that is deemed to be incorporated by reference into this prospectus supplement or the accompanying prospectus modifies or
supersedes the statement. Any statement so modified orsuperseded willnot be deemed, except as so modified or superseded, to
constitute a part of this prospectus supplement or the accompanying prospectus.

This prospectus supplement and the accompanying prospectus incorporate by reference the documents listed below and any
filings we make with the SEC under Sections 13(a), 13(c), 14, or 15(d) of the Exchange Act after the date hereof and until the
termination of this o ffering; provided, however, that we are not incorporating by reference any document, portion of any document or
other information that is deemed to have been “furnished” and not “filed” with the SEC:

* our Annual Report on Form 10-K for the fiscal year ended November 30, 2011;
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* ourQuarterly Reports on Form 10-Q for the quarterly periods ended February 28, 2012, May 31, 2012 and August 31, 2012;
and

* our Current Reports on Form 8-K, dated December 16, 2011, April 9, 2012, April 19, 2012, April 20, 2012, April 24,
2012, May 3, 2012, May 10, 2012, and September 24, 2012.
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PROSPECTUS

DISC&VER

FINANCIAL SERVICES

Senior Debt Securities
Subordinated Debt Securities
Common Stock
Preferred Stock
Depositary Shares
Stock Purchase Contracts
Stock Purchase Units
Warrants
Hybrid Securities Combining Elements ofthe Foregoing

This prospectus relates to senior debt securities, subordinated debt securities, common stock, preferred stock, depositary
shares, stock purchase contracts, stock purchase units, warrants and hybrid securities combining elements of the foregoing that we
may sell from time to time in one or more transactions. This prospectus contains a general description of the securities that we may
offer forsale. The specific terms of the securities will be contained in one or more supplements to this prospectus. This prospectus
may not be used to offer and sell the securities unless accompanied by a prospectus supplement. A prospectus supplement may add,
update or change information contained in this prospectus. Read this prospectus and the applicable prospectus supplement, as well as
the documents incorporated by reference in this prospectus, carefully before youinvest.

Our commonstockis listed onthe New York Stock Exchange under the symbol “DFS.” On June 28, 2012, the last reported
sale price of ourcommon stock onthe New York Stock Exchange was $33.36 pershare. Youare urged to obtain current market
quotations of the commonstock. We have not yet determined whether any of the other securities that may be offered by this
prospectus will be listed on any exchange, inter-dealer quotation system or over-the-counter market.

Our securities may be offered directly, through agents designated from time to time by us, orto or through underwriters or
dealers. If any agents or underwriters are involved in the sale of any of our securities, their names, and any applicable purchase price,
fee, commissionor discount arrangement between or among them, will be set forth or will be calculable in the applicable prospectus
supplement or other o ffering materials.

Investing in the securities involves risk. See “Risk Factors” on page 1 of this prospectus and in the
accompanying prospectus supplement, if any, in addition to the risk factors that are incorporated by
reference into this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved
ofthe securities offered hereby or passed upon the adequacy or accuracy of this prospectus. Any representation to the
contrary is a criminal offense.

The securities offered hereby are not deposits or other obligations of a bank or savings association and are not insured or
guaranteed by the Federal Deposit Insurance Corporation or any other governmental agency.

The date of this prospectus is June 29,2012
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ABOUT THIS PROSPECTUS

This prospectus is part of an automatic shelf registration statement that we filed with the Securities and Exchange
Commission, or SEC, as a “well-known seasoned issuer” as defined in Rule 405 under the Securities Act of 1933, as amended, or the
Securities Act, utilizing a “shelf” registration process. Under this shelf process, we may from time to time offer and sell, inone or
more offerings, the securities described in this prospectus. This prospectus provides you with a general description of the securities
we may offer. Eachtime we sell securities under this prospectus, we will provide a prospectus supplement or other o ffering materials
that will contain specific information about the terms of that o ffering. The prospectus supplement may add, update or change
information contained in this prospectus. If the information in this prospectus is inconsistent with a prospectus supplement, you should
rely on the information in that prospectus supplement. Please carefully read this prospectus and any prospectus supplement together
with the additional information described under the heading “Where You Can Find More Information.”

Youshould rely only on the information contained or incorporated by reference in this prospectus and in any accompanying
prospectus supplement and issuer free writing prospectus. We have not authorized any other personto provide you with different
information. This document may only be used where it is legal to sell these securities. We are not making an o ffer of these securities in
any state or jurisdiction where the offeris not permitted. Youshould only assume that the information in this prospectus or in any
prospectus supplement orissuer free writing prospectus is accurate only as of their respective dates. Our business, financial condition,
results of operations and prospects may have changed since those dates.

2 ¢
b

Eachreference inthis prospectus to “we,” “us,” “our,” “Discover” or “the Company” means Discover Financial Services and
its consolidated subsidiaries, unless the context requires otherwise.
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THE COMPANY

Discover Financial Services is a direct banking and payment services company. We are a bank holding company under the
Bank Holding Company Act of 1956 and a financial holding company under the Gramm-Leach-Bliley Act, subject to oversight,
regulation and examination by the Board of Governors of the Federal Reserve System (the “Federal Reserve”). We offer credit cards,
student loans, personal loans and deposit products through our Discover Bank subsidiary and home loans through our Discover Home
Loans, Inc. subsidiary. We had $57.1 billionin loanreceivables and $27.6 billion in deposits issued through direct-to-consumer channels
and affinity relationships at May 31, 2012. We operate the Discover Network, our credit card payments network; the PULSE network
(“PULSE”), our automated teller machine (“ATM?”), debit and electronic funds transfer network; and Diners Club International (“Diners
Club”), our global payments network.

Our principal executive offices are located at 2500 Lake Cook Road, Riverwoods, Illinois 60015, and our telephone number is
(224) 405-0900.

RISKFACTORS

Our business, and an investment in the securities, is subject to uncertainties and risks. You should care fully consider and
evaluate all of the information included and incorporated by reference in this prospectus, including the risk factors incorporated by
reference from our most recent Annual Report on Form 10-K and Quarterly Reports on Form 10-Q, as updated by other SEC filings
filed after such reports, as well as any risks described in any applicable prospectus supplement. Our business, financial condition, results
of operations and prospects could be materially adversely affected by any of these risks. The occurrence of any of these risks may
cause youto lose allor part of your investment.

SPECIAL NOTES CONCERNING FORWARD-LOOKING STATEMENTS

This prospectus, including the documents incorporated by reference into this prospectus and any related prospectus
supplement, contain or will contain certain statements that are forward-lo oking within the meaning of the Private Securities Litigation
Reform Actof 1995. These statements are not guarantees of future performance and involve certain risks, uncertainties and
assumptions that are difficult to predict. Actual outcomes and results may differ materially from those expressed in, or implied by, our
forward-looking statements. Words such as “expects,” “anticipates,” “believes,” “estimates” and other similar expressions or future or
conditional verbs such as “will,” “should,” “would” and “could” are intended to identify such forward-looking statements. You should
not rely solely onthe forward-looking statements, which are qualified in their entirety by reference to, and are accompanied by, the
important factors described in our Annual Report on Form 10-K for the year ended November 30, 2011, including under the headings
“Risk Factors” and “Special Note Regarding Forward-Looking Statements,” as updated by our other SEC filings filed after such Annual
Report, including our Quarterly Reports on Form 10-Q for the quarters ended February 29, 2012 and May 31, 2012. Youshould
consider all uncertainties and risks contained in or incorporated by reference into this prospectus and any related prospectus
supplement. Forward-looking statements speak only as of the date they are made, and we undertake no obligation to update any
forward-looking statement.

99 ¢

Possible events or factors that could cause results or performance to differ materially from those expressed in our forward-
looking statements include the following:

0 changes ineconomic variables, such as the availability of consumer credit, the housing market, energy costs, the
number and size of personal bankruptcy filings, the rate of unemployment, the levels of consumer confidence and
consumer debt, and investor sentiment;
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the impact of current, pending and future legislation, regulation, supervisory guidance, and regulatory and legal actions,
including those related to financial regulatory reform, consumer financial services practices, and funding, capital and
liquidity;

the actions and initiatives of current and potential competitors;

our ability to manage our expenses;

our ability to successfully achieve card acceptance across our networks and maintain relationships with network
participants;

our ability to sustain and grow our private student loan portfolio;

our ability to manage our credit risk, market risk, liquidity risk, operational risk, legal and compliance risk, and strategic
risk;

the availability and cost of funding and capital;

access to deposit, securitization, equity, debt and credit markets;

the impact of rating agency actions;

the level and volatility of equity prices, commodity prices and interest rates, currency values, investments, other market
fluctuations and other market indices;

losses inour investment portfolio;

limits on our ability to pay dividends and repurchase our common stock;

fraudulent activities or material security breaches of key systems;

our ability to increase or sustain Discover card usage or attract new customers;

our ability to attract new merchants and maintain re lationships with current merchants;

the effect of political, economic and market conditions, geopolitical events and unforeseen or catastrophic events;
our ability to introduce new products or services;

our ability to manage our relationships with third-party vendors;

our ability to maintain current technology and integrate new and acquired systems;

our ability to collect amounts for disputed transactions from merchants and merchant acquirers;
our ability to attract and retain employees;

our ability to protect our reputation and our intellectual property;

difficulty obtaining regulatory approval for, financing, closing, transitioning, inte grating or managing the expenses of
acquisitions of or investments in new businesses, products ortechnologies; and

new lawsuits, investigations or similar matters or unanticipated developments related to current matters.

We routinely evaluate and may pursue acquisitions of or investments in businesses, products, technologies, loan portfolios or
deposits, which may involve payment in cash or our debt or equity securities.

The foregoing review of important factors should not be construed as exclusive and should be read in conjunction with the
other cautionary statements that are included in or incorporated by reference into this prospectus and any related prospectus
supplement. These factors expressly qualify all subsequent oral and written forward-looking statements attributable to us or persons
acting on our behalf. Except for any ongoing
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obligations to disclose material information as required under U.S. federal securities laws, we do not have any intention or obligation to
update forward-looking statements after we distribute this prospectus and any related prospectus supplement, whether as a result of
new information, future developments or otherwise.

USE OF PROCEEDS

Unless otherwise described in the applicable prospectus supplement, we intend to use the net proceeds from the sale of the
securities for general corporate purposes, which may include: working capital needs, investments in, or extensions of credit to, our
subsidiaries, possible repayment, repurchase or redemption of existing debt, expansion of existing businesses, possible acquisitions
of businesses and possible investments in other business opportunities. Pending such use, we intend to invest the net proceeds in
interest-bearing investment-grade securities.

SELECTED FINANCIAL DAT A

Effective March 1, 2012, we adopted the Financial Accounting Standards Board’s (“FASB”) Accounting Standards Update
(“ASU”) No.2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive Income, as amended by ASU2011-12,
Comprehensive Income (Topic 220): Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of Items Out
of Accumulated Other Comprehensive Income in Accounting Standards Update No. 2011-05. These updates revise the manner in which
entities present comprehensive income in their financial statements. The following selected financial information revises historical
information to illustrate the new presentation required by this pronouncement for the periods presented.

STATEMENTS OF COMPREHENSIVE INCOME
(unaudited, in thousands)

For the Year Ended November 30,

2011 2010 2009

Net income $2,226,708 $764,788 $1,276,185
Other comprehensive income, net of taxes

Unrealized gain (loss) on securities available for sale, net of tax 46,967 (8,894) (8,527)

Unrealized gain on cash flow hedges, net of tax 4,480 2,525 —

Unrealized pension and post-retirement benefit gain(loss), net of tax (20,578) 78 (79,953)
Other comprehensive income 30,869 (6,291) (88,480)
Comprehensive income $2,257,577 $758,497 $1,187,705

RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED DIVIDENDS

Our historical ratios of earnings to fixed charges for the periods indicated are set forth in the table below. On March 13, 2009,
we issued preferred stock to the U.S. Treasury, which we redeemed on April 21, 2010. Prior to the issuance, no shares of our preferred
stock were outstanding and, therefore, during periods prior to the quarter ending May 31, 2009, the ratio of earnings to fixed charges
and preferred stock dividends is the same as the ratio of earnings to fixed charges. The ratio of earnings to fixed charges is computed
by dividing (1) income from continuing operations before income taxes, fixed charges and losses from unconsolidated investees by
(2) total fixed charges. For purposes of computing these ratios, fixed charges consist of interest expense and an estimated interest
portion of rental expense.
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For the Six Months Ended For the Year Ended November 30,
May 31,2012 May 31,2011 2011 2010 2009 2008 2007
Ratio of Earnings to Fixed Charges 3.7x 3.2x 3.4x 1.8x 2.7x  23x 2.2x
Ratio of Earnings to Fixed Charges and Preferred Stock
requirements 3.7x 3.2x 3.4x 1.8x 2.6x 23x 2.2x

GENERAL DESCRIPTION OF SECURITIES

We may offerunder this prospectus: debt securities, common stock, preferred stock, depositary shares, stock purchase
contracts, stock purchase units, warrants to purchase debt securities, commonstock or preferred stock; or any combination of the
foregoing, either individually or as units consisting of two or more securities.

The following description of the terms of these securities sets forthsome of the general terms and provisions of securities
that we may o ffer. The particular terms of securities offered by any prospectus supplement and the extent, if any, to which the general
terms set forth below do not apply to those securities, will be described in the related prospectus supplement. In addition, if we offer
securities as units, the terms of the units will be described in the applicable prospectus supplement. If the information contained in the
prospectus supplement differs from the following description, you should rely on the information in the prospectus supplement.

DESCRIPTION OF DEBT SECURITIES

We may issue senior debt securities and subordinated debt securities under one of two separate indentures. Our senior debt
securities are to be issued under a senior indenture, dated as of June 12, 2007, by and between Discover Financial Services and
U.S. Bank National Association, as trustee, a copy of which is incorporated by reference into the registration statement, to which this
prospectus forms a part, as an exhibit. Our subordinated debt securities are to be issued under a subordinated indenture, the form of
which is attached to the registration statement, to which this prospectus forms a part, as an exhibit.

The senior debt securities and the subordinated debt securities are collectively referred to in this prospectus as the debt
securities. The senior indenture and the subordinated indenture are referred to in this prospectus individually as the “Indenture” and
collectively as the “Indentures.” The Indentures may be supplemented from time to time.

The following sectionis a summary of certain provisions of the Indentures. This summary does not purport to be complete
and is subject to, and is qualified in its entirety by reference to, all the provisions of the Indentures, including the definitions in the
Indentures of certain terms. We encourage youto read the Indentures and our debt securities for provisions that may be important to
you. Wherever this summary refers to particular sections or defined terms of an Indenture, it is intended that such sections or defined
terms shall be incorporated into this prospectus by reference. All capitalized terms included in this summary shall have the same

meanings specifically set forth in the applicable Indenture. In this section, “the Company,” “we,” “us,” “our” and similar words refer to
Discover Financial Services and not any of its subsidiaries.

Our debt securities may be issued as part of a stock purchase unit. Stock purchase units are summarized in this prospectus
under the heading “Description of Stock Purchase Contracts and Stock Purchase Units.”

General

The Indentures provide that the debt securities issuable thereunder shall be issuable inseries. The aggregate principal amount
of debt securities issuable under each Indenture is unlimited, and debt securities may be issued from time to time. The senior debt
securities will be our direct unsecured obligations. The subordinated
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debt securities will be our direct unsecured obligations and will be subordinated to all of our senior debt as described below under the
heading “Subordination.” The debt securities issued under the Indentures will be subordinate to all of our existing and future secured
indebtedness and structurally subordinated to existing and future claims of creditors of our subsidiaries. Except as described below
under the heading “Certain Covenants,” the Indentures do not limit other indebtedness or securities which may be incurred orissued by
us orany of our subsidiaries or contain financial or similar restrictions onus or our subsidiaries.

The terms of each series of debt securities will be established by or pursuant to resolutions of our board of directors (and to
the extent established other than in a board resolution, in an o fficer’s certificate detailing such establishment) or pursuant to a
supplemental indenture. If we offer debt securities, we will prepare and distribute a prospectus supplement that describes the specific
terms of such debt securities. We do not have to issue all of the debt securities of one series at the same time and, unless otherwise
specified ina prospectus supplement, we may reopen a series, without the consent of the holders of the debt securities of that series,
forissuances of additional debt securities of that series. The applicable prospectus supplement may provide the following terms of the
debt securities being offered, if applicable:

the designation of the offered securities;

the aggregate principal amount and any limit upon the aggregate principal amount of the offered securities;

0
i
0  if otherthan U.S. dollars, the currency or currencies in which the o ffered securities are denominated;
0  the date or dates on which principal of the o ffered securities is payable;

0

the rate orrates at which the offered securities shall bear interest, if any, the date or dates from which such interest shall
accrue, on which interest shall be payable and, inthe case of registered securities, on which a record date shall be taken
for determining holders to whom interest is payable and/or the method by which such rate orrates or date or dates shall
be determined,;

0  if otherthanthe offices of the applicable Trustee, the place where the principal of and interest on the offered securities
will be payable;

0 ourright, if any, to redeem the offered securities, in whole or in part, at our option and the period or periods within which,
the price or prices at which and any terms and conditions, including the notice period, upon which the offered securities
may be so redeemed, pursuant to any sinking fund or otherwise;

0  ourobligation, if any, to redeem, purchase orrepay the offered securities pursuant to any mandatory redemption,
sinking fund or analogous provisions or at the optionof a holder thereof and the price or prices at which and the period or
periods within which and any terms and conditions upon which the o ffered securities shall be redeemed, purchased or
repaid, in whole or in part, pursuant to such obligation;

0  if other than denominations of $2,000 and any integral multiple of $1,000 in excess thereof, the denominations in which
the offered securities will be issuable;

0  if other than the principal amount of such o ffered security, the portion of the principal amount payable upon declaration
of acceleration of the maturity thereof;

0 if otherthanthe coinorcurrency in which the offered securities are denominated, the coin or currency in which payment
of the principal of or interest on the offered securities shall be payable;

0  ifthe principal of orinterest on the offered securities are to be payable, at our election ora holderthereof, ina coinor
currency other than that in which the offered securities are denominated, the period or periods within which, and the terms
and conditions upon which, such election may be made;

0 ifthe amount of payments of principal of and interest on the offered securities may be determined with reference to an
index based ona coinor currency other than that in which the o ffered securities are denominated, or with reference to
any currencies, securities or baskets of securities, commodities or indices, the manner in which such amounts shall be
determined;
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0  ifthe holders of the offered securities may convert or exchange the offered securities into or for other of our or another
entity’s securities or for other property (or the cash value thereof), the specific terms of and period during which such
conversion or exchange may be made;

0  whetherthe offered securities shall be issued as registered securities, and if so whether such securities will be issuable in
the form of aregistered global security, or unregistered (with or without coupons) or any combination thereof;

0  whetherthe offered securities are senior debt securities or subordinated debt securities and, if subordinated debt
securities, the specific subordination provisions applicable thereto;

0 inthe case of subordinated debt securities, provisions specifying the relative degree, if any, to which such subordinated
debt securities of the series will be senior to or be subordinated inright of payment to other series of subordinated debt
securities or other indebtedness of the Company, as the case may be, whether such other series of subordinated debt
securities or other indebtedness is outstanding or not;

0 any restrictions applicable to the offer, sale, transfer, exchange ordelivery of unregistered orregistered securities or
the payment of interest thereon and, if applicable, the terms upon which unregistered securities may be exchanged for
registered securities and vice versa;

0  whether and under what circumstances we will pay additional amounts on the offered securities held by a non-U.S. Person
inrespect of tax, assessment or governmental charge withheld or deducted and, if so, whether we will have the option to
redeem such securities rather than pay such additional amounts;

0 ifthe offered securities are to be issued in definitive form only upon the receipt of certain certificates or other
documents or satisfaction of other conditions, the form and terms of such certificates, documents or conditions;

0 the identity of any trustees, depositories, authenticating or paying agents, transfer agents orregistrars or any other
agents withrespect to the offered securities;

0 anyotherevents of default or covenants with respect to the offered securities, including any additions to or changes in
the events of default, covenants or acceleration provisions described in this prospectus or the Indentures; and

0 any otherspecific terms of the offered securities, including any which may modify, delete, supplement or add any
provision of the Indentures as it applies to that series.

Certain Covenants

Negative Pledge. Unless otherwise provided in any series of debt securities, the senior indenture provides that we will not,
and will not permit any of our subsidiaries to, create, assume, incur or guarantee any indebtedness for borrowed money that is secured
by apledge, lien or other encumbrance (except for Permitted Liens, as defined below) on:

0  the Voting Securities (defined below) of Discover Bank or any subsidiary succeeding to any substantial part of the
business now conducted by Discover Bank; or

0 the Voting Securities of a subsidiary that owns, directly or indirectly, the voting securities of Discover Bank or any
subsidiary succeeding to any substantial part o f the business now conducted by Discover Bank, other than directors’
qualifying shares,

in either case without making effective provisions so that the debt securities issued under the senior indenture will be secured equally
and ratably with (or, at our option, priorto) indebtedness so secured. For these purposes, “subsidiary” means any corporation,
partnership or other entity of which at the time o f determination we own or control directly or indirectly more than 50% of the shares of
the voting stock or equivalent interest, and “Voting
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Securities” means the stock of any class orclasses having general voting power under ordinary circumstances to elect a majority of
the board of directors, managers or trustees of the relevant subsidiary, other than stock that carries only the conditional right to vote
upon the happening of an event, whether or not that event has happened. “Permitted Liens” means (i) liens for taxes or assessments or
governmental charges orlevies not then due and delinquent or the validity of which is being contested in good faith or which are less
than $1,000,000 in amount, (ii) liens created by or resulting from any litigation or legal proceeding which is currently being contested in
good faith by appropriate proceedings or which involves claims of less than $1,000,000, (iii) deposits to secure (orin lieu of) surety,
stay, appeal or customs bonds and (iv) such other liens as our board of directors determines do not materially detract from or interfere
with the present value orcontrol of the Voting Securities subject thereto or affected thereby.

The subordinated indenture does not contain any limitations on liens.
Restrictions on Consolidations, Mergers and Sales of Assets

Unless otherwise provided in any series of debt securities, the Indentures provide that we willnot merge or consolidate with
any other person and willnot sell, lease or convey all or substantially all of our assets to any other person, unless:

0  we will be the continuing corporation; or
0  the successorcorporationor person that acquires all or substantially all of our assets:

. willbe a corporation organized under the laws of the United States, a state of the United States or the District of
Columbia; and

. will expressly assume the due and punctual payment of the principal of and interest onall of our debt securities issued
under the applicable Indenture and the due and punctual performance and observance of all of the covenants and
conditions of the Indentures to be performed or observed by us, by supplemental indenture satisfactory to the
applicable Trustee, executed and delivered to the applicable Trustee by such corporation; and

1] immediately after the merger, consolidation, sale, lease orconveyance, we, that person or that successor corporation
willnot be in default in the performance of the covenants and conditions of the Indenture.

Other than as described above or in any prospectus supplement, there are no covenants or other provisions in the Indentures
that would afford holders of our debt securities additional protection inthe event of a recapitalization transaction, a change of control
of our company or a highly leveraged transaction. The merger covenant described above would only apply if the recapitalization
transaction, change of control or highly leveraged transaction were structured to include our mergeror consolidationora sale, lease or
conveyance of all or substantially all of our assets.

Reports

We are required to file with each Trustee, within 15 days after we are required to file the same with the SEC, copies of the
annual reports and o f the information, documents, and other reports that we may be required to file with the SEC pursuant to Section 13
orSection 15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) or pursuant to Section 314 of the Trust
Indenture Act of 1939, as amended.

Events of Default

The Indentures provide holders of our debt securities with remedies if we fail to perform specific obligations or if we
become bankrupt. You should review these provisions and the related provisions in the
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applicable prospectus supplement and understand which of our actions triggeran event of default and which actions do not.

Each of the following constitutes an event of default withrespect to eachseries of senior debt securities:

0

default in the payment of any installment of interest upon any of the debt securities of such series as and when the same
shallbecome due and payable, and continuance of such default fora period of 30 days;

default in payment of all or any principal of the debt securities of such series as and when the same shall become due and
payable, either at maturity, upon any redemption, by declaration or otherwise;

failure in the observance or performance of any of the other covenants or agreements in the debt securities of such
series or contained in the Indenture applicable to such series (other thana covenant or warranty with respect to the debt
securities of such series the breach or nonperformance of which is otherwise included in the definitionof “event of
default”) fora period of 60 days after the date on which written notice specifying such failure, stating that such notice is
a “Notice of Default” and demanding that we remedy the same, shall have been given by registered or certified mail,
return receipt requested, to (1) us by the applicable Trustee or (2) us and the applicable Trustee by the holders of at least
25% in principal amount o f the outstanding debt securities of such series;

default under any mortgage, indenture or other instrument securing or evidencing any of our indebtedness orthat of
Discover Bank, or any subsidiary succeeding to any substantial part of the business now conducted by Discover Bank, in
anaggregate principal amount of $50 million or more and which default (i) constitutes a failure to make any scheduled
principal or interest payment when due after giving effect to any applicable grace period or (ii) accelerates the payment
of suchdebt and such accelerationis not rescinded or annulled, or such debt is not discharged, within 15 days after
written notice specifying such default and demanding that we remedy the same by (1) the applicable Trustee or (2) the
holders of at least 25% in principal amount of the outstanding debt securities of such series;

a court having jurisdiction in the premises shall enter a decree or order forrelief inrespect of us in an invo luntary case
under any applicable bankruptcy, insolvency or other similar law now or hereafter in effect, or appointing a receiver,
liquidator, assignee, custodian, trustee, sequestrator (or similar o fficial) of us or for any substantial part of our property
or ordering the winding up or liquidation of our affairs, and such decree or order shall remain unstayed and in effect fora
period of 60 consecutive days;

we shallcommence a voluntary case under any applicable bankruptcy, insolvency or other similar law now or hereafter in
effect, orconsent to the entry of anorder for relief in an invo luntary case under any such law, or consent to the
appointment or taking possessionby a receiver, liquidator, assignee, custodian, trustee, sequestrator (or similar o fficial)
of us or for any substantial part of our property, or make any general assignment for the benefit of creditors; or

any other event of default provided withrespect to the debt securities of such series pursuant to any supplemental
indenture or in the form of such debt securities.

Anevent of default under the subordinated indenture with respect to subordinated debt securities of any series will occur only
uponthe occurrence of certain events in bankruptcy, insolvency or reorganization involving us. There will be no “event of default,” and
holders of the subordinated debt securities will not be entitled to accelerate the maturity of the subordinated debt securities, in the case
of a default in the performance of any covenant or obligation with respect to the subordinated debt securities, including a default in the
payment of principal or interest.

Acceleration of Debt Securities upon an Event of Default. The senior indenture provides that if an event of default applicable
to any series of senior debt securities occurs and is continuing, either the Trustee or
the holders of not less than 25% in aggregate principal amount of the outstanding senior debt securities of such

8



Table of Contents

series by notice in writing to us and to the Trustee, if given by security holders, may declare the principal o f all the senior debt
securities of such series and interest accrued thereonto be due and payable immediately. The subordinated indenture provides that
acceleration is automatic uponthe occurrence of anevent of default applicable to the subordinated debt securities.

Waiver of Defaults. The Indentures provide that the holders of a majority in aggregate principal amount of outstanding debt
securities of any series with respect to which an event of default has occurred and is continuing may on behalf of the holders of all such
debt securities of such series waive any past default or event of default and its consequences, other than a default in the payment of
principal or interest (unless such default has been cured and an amount sufficient to pay all matured installments of interest and principal
due otherwise than by acceleration has been deposited with the applicable Trustee) ora default inrespect of a covenant or provision in
the Indenture that cannot be modified or amended without the consent of the holder of each debt security affected. In the case of any
such waiver, we, the applicable Trustee, and the holders of all such debt securities shall be restored to their former positions and rights
under the applicable Indenture, respectively; but no such waiver shall extend to any subsequent or other default or impair any right
consequent thereon.

Collection of Indebtedness. 1f a default inthe payment of principal of, or any interest on, debt securities of any series issued
under the Indentures occurs and is continuing and we fail to pay the full amount then due and payable with respect to all debt securitics
of such series immediately upon the demand of the applicable Trustee, such Trustee is entitled to institute an action or proceeding to
collect the amount due and unpaid. If any default occurs and is continuing, the applicable Trustee may pursue legal actionto enforce the
performance of any provision in the Indenture to protect the rights of such Trustee and the holders of the debt securities of such series
issued under the Indenture.

Indemnification of Trustee for Actions Taken on Your Behalf. The Indentures contain a provision entitling the Trustees,
subject to the duty of the Trustees during a default to act with the required standard of care, to be indemnified by the holders of debt
securities issued under the Indentures before proceeding to exercise any trust or power at the request of such holders. Subject to these
provisions and some other limitations, the holders of a majority in aggregate principal amount of outstanding debt securities of any
series may direct the time, method and place of conducting any proceeding for any remedy available to the Trustees, or exercising
any trust or power conferred onthe Trustees with respect to such series.

Limitation on Actions by You as an Individual Holder. The Indentures provide that no individual holder of debt securities of
any series may institute any action against us, except actions for payment of overdue principal and interest, unless the following actions
have occurred:

0  the holder must have previously given written notice to the applicable Trustee of the continuing default;

0 the holders of not less than25% in aggregate principal amount of the outstanding debt securities of such series must
have (1) made a written request upon the applicable Trustee to institute that action and (2) offered the Trustee
reasonable indemnity as it may require against the costs, expenses and liabilities to be incurred therein or thereby;

0  the Trustee must have failed to institute that action within 60 days after receipt of the request referred to above; and

0 the holders of a majority in principal amount o f the outstanding debt securities of such series must not have given
directions to the Trustee inconsistent with those of the holders referred to above.

Annual Certification. The Indentures contain a covenant that we will file annually with the Trustees a certificate of no default
ora certificate specifying any default that exists.
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Discharge, Defeasance and Covenant Defeasance

We have the ability to eliminate most orall of our obligations ondebt securities of any series prior to maturity if we comply
with the following provisions.

Discharge of Indenture. If at any time we have:

0 paid orcaused to be paid the principal of and interest on all of the outstanding debt securities of any series as and when
the same shall have become due and payable;

0 delivered to the applicable Trustee for cancellation all o f the outstanding debt securities of such series theretofore
authenticated; or

0 inthe case of any series of debt securities where the exact amount (including currency of payment) of principal o f and
interest due can be determined at the time of making the deposit referred to in clause (B) below, (A) all the debt
securities of such series not theretofore delivered to the applicable Trustee for cancellation shall have become due and
payable, or are by their terms to become due and payable within one year or are to be called for redemption within one
yearunder arrangements satisfactory to the applicable Trustee forthe giving of notice of redemption (or, inthe case of
debt securities that do not bear a fixed interest rate, within the remaining term of the then current interest period) and
(B) we shall have irrevocably deposited or caused to be deposited with the applicable Trustee as trust funds the entire
amount in cash (other than moneys repaid by the applicable Trustee or any paying agent to us), or, in the case of any
series of debt securities the payment on which may only be made in dollars, direct obligations of the United States of
America, maturing as to principal and interest at such times and in such amounts as will insure the availability of cash, ora
combination thereof, sufficient in the opinion of a nationally recognized firm of independent public accountants
expressed in a written certification thereo f delivered to the applicable Trustee, to pay (1) the principal and interest on all
debt securities of such series on each date that such principal or interest is due and payable and (2) any mandatory sinking
fund payments onthe dates on which such payments are due and payable in accordance with the terms of the applicable
Indenture and the debt securities of such series;

and if, in any such case, we also pay or cause to be paid all other sums payable by us under the Indenture withrespect to the debt
securities of such series, then the Indenture shall cease to be of further effect withrespect to the debt securities of such series, except
as to certainrights and with respect to the transfer and exchange of the debt securities of such series, rights of the holders to receive
payment and certain other rights and the applicable Trustee, on our demand accompanied by an officer’s certificate and opinionof
counseland at our cost and expense, shall execute proper instruments acknowledging such satisfaction of and discharging the
Indenture as to suchseries; provided that the rights of holders of the debt securities to receive amounts inrespect of principal of and
interest on the securities held by them shallnot be delayed longer than required by then-applicable mandatory rules or policies of any
securities exchange upon which the debt securities are listed. We will reimburse the applicable Trustee forany costs orexpenses
thereafter reasonably and properly incurred and compensate the applicable Trustee for any services thereafter reasonably and properly
rendered by such Trustee in connection with the applicable Indenture or the debt securities of such series.

Defeasance at Any Time. We may elect (i) to be discharged from all of our obligations (other than as to (1) transfers and
exchanges of debt securities and our right of optional redemption, if any, (2) replacement of lost, mutilated, defaced, stolenor
destroyed debt securities (3) rights of holders to receive payment of the principal and interest on such debt securities at the dates when
due, (4) rights, obligations and duties to the Trustee and (5) rights of holders thereof to the property deposited with the Trustee in
furtherance of such defeasance and (6) our obligations with respect to maintaining an o ffice for payment) with respect to the
outstanding debt securities of any series, which is referred to as “defeasance” or (ii) to be released from our obligation to comply with
the provisions of the Indentures described above under “—Certain Co venants” with
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respect to the outstanding debt securities of any series (and, if so specified, any other obligation or restrictive covenant added for the
benefit of the holders of such series of debt securities) which is referred to as “covenant defeasance,” in either case, if we satisfy each
of the following conditions:

0 Weirrevocably deposit orcause to be deposited with the applicable Trustee in trust, specifically pledged as security
for, and dedicated solely to, the benefit of the holders of the debt securities, (A) cashinanamount, or (B) inthe case of
any series of debt securitics the payments on which may only be made in dollars, U.S. government obligations maturing
as to principal and interest at such times and in such amounts as will insure the availability of cash or (C) a combination
thereof, sufficient, in the opinion of a nationally recognized firm of independent public accountants expressed ina
written certification thereo f delivered to the applicable Trustee, to pay (1) the principal and interest on all debt securities
of suchseries and (2) any mandatory sinking fund payments on the day on which such payments are due and payable in
accordance with the terms of the applicable Indenture and the outstanding debt securities of such series.

1] Such defeasance or covenant defeasance shallnot result ina breach or violation of, or constitute a default under, the
applicable Indenture or any other agreement or instrument to which we are a party or by which we are bound.

0  We deliverto the applicable Trustee an officer’s certificate (only inthe case of a covenant defeasance) and an opinion
of counsel to the effect that the holders of debt securities of such series willnot recognize income, gainorloss for
U.S. federal income tax purposes as aresult of such defeasance or covenant defeasance and will be subject to
U.S. federal income tax onthe same amounts, in the same manner and at the same times as would have been the case if
such defeasance orcovenant defeasance had not occurred. Inthe case of a defeasance, but not inthe case of covenant
defeasance, the opinion must be based on a ruling of the Internal Revenue Service ora change in U.S. federal income tax
law occurring after the date of the applicable Indenture, since that result would not occur under current tax law.

0  We deliverto the applicable Trustee anofficer’s certificate and an opinion of counsel, each stating that all conditions
precedent relating to the defeasance or covenant defeasance have been complied with.

Additionally, in the case of covenant defeasance, we must satisfy the following additional conditions:

0 No eventof default or event which with notice or lapse of time or both would become an event of default withrespect
to the debt securities shall have occurred and be continuing on the date of such deposit or, insofar as certain subsections
of the Indenture pertaining to bankruptcy or insolvency provisions are concerned, at any time during the period ending on
the 91st day after the date of such deposit.

0 Suchcovenant defeasance does not cause the applicable Trustee to have a conflicting interest for purposes of the Trust
Indenture Act of 1939, as amended, withrespect to any of our securities.

0 Suchcovenant defeasance does not cause any debt securities then listed on any registered national securities exchange
under the Securities Exchange Act of 1934, as amended, to be delisted.

Modification and Waiver

Modification Without Consent of Holders. We and the applicable Trustee may, from time to time and at any time, enter into
supplemental indentures without the consent of the holders of debt securities of a series to:

0 to convey, transfer, assign, mortgage or pledge to the applicable Trustee as security for the debt securities of one or
more series any property or assets;
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evidence the assumption by a successor corporation of our obligations;

add covenants for the protection of the holders of such debt securities and to make the occurrence, or the occurrence
and continuance, of a default in any such additional covenants, restrictions, conditions or provisions an event of default
permitting the enforcement of all or any of the several remedies provided in the Indentures; provided, that inrespect of
any such addition we may provide for a different grace period after default, may provide for an immediate enforcement,
or may limit the remedies available to the applicable Trustee or may limit the right of the holders of a majority in
aggregate principal amount of the debt securities of such series to waive such an event of default;

cure any ambiguity or correct or supplement any provision contained in the applicable Indenture or in any supplemental
indenture which may be defective orinconsistent with any other provision contained in the applicable Indenture or in any
supplemental indenture, or to make any other provisions as we may deem necessary or desirable, provided that no
action shall adversely affect the interests of the holders of the debt securities;

establish the forms orterms of debt securities of any series as permitted by specific sections of the applicable
Indenture; and

evidence and provide for the acceptance of appointment under the applicable Indenture by a successor trustee with
respect to the debt securities of one or more series and to add to or change any of the provisions of the applicable
Indenture as shall be necessary to provide for or facilitate the administration of the trusts by more than one trustee.

Modification with Consent of Holders. We and the applicable Trustee, with the consent of the holders of not less thana
majority in aggregate principal amount of outstanding debt securities of any series, may, from time to time and at any time, enter into
supplemental indentures for the purpose of adding any provisions to, or changing in any manner or eliminating any o f the provisions of,
the applicable Indenture or modifying in any manner the rights of the holders of the debt securities of such series. However, we and the
applicable Trustee may not make any of the following changes to any outstanding debt securities without the consent of each holder
that would be affected by such change:

a0
O
a
O
a
a0

_

extend the final maturity of the principal;

reduce the principal amount;

reduce the rate or extend the time of payment of interest;

reduce any amount payable onredemption;

change the currency in which the principal, premium (if any) or interest thereon is payable;

impair the right of any holder to institute suit for the enforcement of any payment on any debt security when due or, if the
debt securities provide therefor, any right of repayment at the option of the holder;

reduce the percentage of debt securities the consent of whose holders is required for modification of the Indenture; or

inthe case of the subordinated indenture, modify the provisions of the subordinated indenture with respect to the
subordination provisions in a manner adverse to the holders of the subordinated debt securities.

Subordination

The subordinated indenture provides that the subordinated debt securities will be subordinated and junior in right of payment to
the prior payment in full of all of our senior indebtedness in accordance with the terms therein. Inthe event of any disso lution, winding -
up, liquidation or reorganization of the Company, whether
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vo luntarily or involuntary, or in bankruptcy, insolvency, receivership or other proceedings, then and in any such event the holders of
senior indebtedness will be entitled to receive payment in full of allamounts due orto become due onorinrespect of all senior
indebtedness, or provision will be made for such payment in cash, before the holders of our subordinated debt securities are entitled to
receive or retain any payment onaccount of principal of, or any premium or interest on, our subordinated debt securities. To that end
the holders of senior indebtedness will be entitled to receive, forapplication to the payment thereof, any payment or distribution o f any
kind or character, which may be payable or deliverable inrespect of the subordinated debt securities in any such case, proceeding,
dissolution, liquidation or other winding up event, whether in cash, property or securities, including any such payment or distribution
which may be payable or deliverable by reason of the payment of any of our other indebtedness being subordinated to the payment of
our subordinated debt securities. By reason of such subordination, in the event of liquidation orinsolvency of the Company, holders of
senior indebtedness and holders of our other obligations that are not subordinated to senior indebtedness may recover more, ratably,
than the holders of our subordinated debt securities.

Subject to the payment in full of all senior indebtedness, the rights of the holders of our subordinated debt securities will be
subrogated to the rights of the holders of the senior indebtedness to receive payments or distributions of cash, property or securities
of the Company applicable to such senior indebtedness by virtue of such subordination until the principal of, and any premium and
interest on, our subordinated debt securities have been paid in full.

No payment of principal (inc luding redemption and sinking fund payments) of, or any premium or interest on, our
subordinated debt securities may be made (1) inthe event and during the continuation o f any default by us in the payment of principal,
premium, interest or any other amount due onany of our senior indebtedness or (2) if the maturity of any our senior indebtedness has
beenaccelerated because of a default.

Our subordinated indenture does not limit or prohibit us from incurring additional senior indebtedness, which may include
indebtedness that is senior to our subordinated debt securities, but subordinate to our other obligations. Our senior debt securities will
constitute senior indebtedness under our subordinated indenture.

The term “senior indebtedness” means:

(1) allofourobligations for borrowed or purchased money;
(2) allofourobligations arising from off-balance sheet guarantees and direct credit substitutes;
(3) allofourcapital lease obligations;

(4) allofourobligations issued or assumed as the deferred purchase price of property, all of our conditional sale
obligations and all of our obligations under any conditional sale or title retention agreement, but excluding trade
accounts payable arising in the ordinary course of business;

(5) allofourobligations, contingent or otherwise, inrespect of any letters of credit, banker’s acceptances, security
purchase facilities or similar credit transactions;

(6) allofourobligations associated with derivative products such as interest rate and foreign exchange contracts,
commodity contracts and similar arrangements;

(7) allofourobligations of the type referred to inclauses (1) through (6) above of other persons for the payment of
which the Company is responsible or liable as obligor, guarantor or otherwise; and

(8) allofourobligations of the type referred to inclauses (1) through (7) above of other persons secured by any lien on
any property or asset, whether ornot such obligation is assumed by the Company,
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ineach case, whether outstanding on the date the subordinated indenture became effective, or created, assumed or incurred after that
date, except for:

(a)  the subordinated debt securities; and

(b) any indebtedness or any guarantee that is by its terms subordinated to, or ranks equally with, the subordinated debt
securities and the issuance of which (x) has received the concurrence or approval of the staff of the Federal Reserve
Bank of New York or the staff of the Board of Goverors of the Federal Reserve System or (y) does not at the time
of issuance prevent the subordinated debt securities from qualifying for Tier 2 capital treatment (irrespective of any
limits on the amount of the Company’s Tier 2 capital) under the applicable capital adequacy guidelines, regulations,
policies or published interpretations of the Board of Governors of the Federal Reserve System.

The subordinated indenture provides that the foregoing subordination provisions, insofar as they relate to any particular issue
of our subordinated debt securities, may be changed prior to such issuance. Any such change would be described in the related
prospectus supplement.

Book Entry System, Delivery and Form

We may issue the debt securities in whole or in part inthe form of one or more global securities that will be deposited with, or
onbehalf of, a depositary identified in the applicable prospectus supplement. We may issue the global securities in either registered or
bearer form and in either temporary or permanent form. Unless and until it is exchanged in whole or in part for individual certificates
evidencing debt securities, a global debt security may not be transferred except as a whole by the depositary to its nominee or by the
nominee to the depositary, or by the depositary orits nominee to a successor depositary orto a nominee of the successordepositary.

We anticipate that global debt securities will be deposited with, oronbehalf of, The Depository Trust Company and that
global debt securities will be registered in the name of DTC’s nominee, Cede & Co. Holders may hold their interests in a global
security directly through Euroclear Bank S.A./N.V., as operator of the Euroclear System (“Euroclear”) and Clearstream Banking,
société anonyme (“Clearstream”), if they are participants in such systems, or indirectly through organizations that are participants in
such systems. Euroclear and Clearstream will hold interests in a global security on behalf of their participants through their respective
depositaries, which in turn will hold such interests in the global security in customers’ securities accounts in the depositaries’ names on
the books of DTC. We also anticipate that the following provisions will apply to the depository arrangements with respect to global
debt securities. Additional or differing terms of the depository arrangements will be described in the applicable prospectus supplement.

DTC has advised us that it is:
a limited purpose trust company organized under the laws of the State of New York;

amember of the Federal Reserve System;

a “clearing corporation” within the meaning o f the New York Uniform Commercial Code; and

O o o g

a “clearing agency” registered pursuant to the provisions of Section 17A of the Exchange Act.

DTC was created to hold securities of institutions that have accounts with DTC, referred to as “participants,” and to facilitate
the clearance and settlement of securities transactions among its participants in such securities through electronic book-entry changes
inaccounts of the participants, thereby eliminating the need for physical movement of securities certificates. DTC’s participants
include securities brokers and dealers, which may include banks, trust companies, clearing corporations and certain other organizations.
Access to DTC’s book-entry system is also available to others such as banks, brokers, dealers and trust companies, referred to as the
“indirect participants,” that clear through or maintain a custo dial relationship with a participant, whether directly or indirectly.
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We expect that, pursuant to procedures established by DTC uponthe deposit of a global security with DTC, DTC will credit,
onits book-entry registration and transfer system, the principal amount of securities represented by such global security to the
accounts of participants. The accounts to be credited shall be designated by us. Ownership o f beneficial interests in the global security
will be limited to participants or persons that may hold interests through participants. Ownership of beneficial interests in the global
security will be shown on, and the transfer of those beneficial interests will be effected only through, records maintained by DTC (with
respect to participants’ interests), the participants and the indirect participants. The laws of some jurisdictions may require that certain
purchasers of securities take physical delivery of such securities in definitive form. These limits and laws may impair the ability to
transfer or pledge beneficial interests in the global security.

So long as DTC, orits nominee, is the registered owner or holderof a global security, DTC or its nominee, as the case may
be, willbe considered the sole owner orholder of the debt securities represented by the global security for all purposes under the
applicable Indenture and debt securities. In addition, no owner of a beneficial interest in a global security will be able to transfer that
interest except inaccordance with the applicable procedures of DTC. Except as set forth below, as an owner of a beneficial interest in
the global security, youwillnot be entitled to have the debt securities represented by the global security registered in your name, will
notreceive or be entitled to receive physical delivery of certificated securities and willnot be considered to be the owner or holderof
any debt securities under the global security. We understand that under existing industry practice, if an owner of a beneficial interest in
the global security desires to take any action that DTC, as the holder of the global security, is entitled to take, DTC would authorize the
participants to take such action, and the participants would authorize beneficial owners owning through such participants to take such
action or would otherwise act upon the instructions of beneficial owners owning through them.

We will make payments of principal, premium or interest on the debt securities represented by a global security registered in
the name of and held by DTC or its nominee to DTC or its nominee, as the case may be, as the registered owner and holder of the
global security. Neither we, the applicable Trustee nor any paying agent will have any responsibility or liability for any aspect of the
records relating to or payments made onaccount of beneficial interests in the global security or for maintaining, supervising or
reviewing any records relating to such beneficial interests.

We expect that DTC or its nominee, uponreceipt of any payment of principal of, and premium, if any, or any interest amounts
on, a global security, will credit participants’ accounts with payments in amounts proportionate to their respective beneficial interests in
the principal amount of the global security as shown on the records of DTC orits nominee. We also expect that payments by
participants or indirect participants to owners of beneficial interests in the global security held through such participants or indirect
participants will be governed by standing instructions and customary practices and will be the responsibility of such participants or
indirect participants. We will not have any responsibility or liability for any aspect of the records relating to, or payments made on
account of, beneficial interests in the global security for any note or for maintaining, supervising or reviewing any records relating to
such beneficial interests or for any other aspect of the relationship between DTC and its participants or indirect participants or the
relationship between such participants or indirect participants and the owners of beneficial interests in the global security o wning
through such participants.

Transfers between participants in DT C will be effected in the ordinary way in accordance with DTC rules and will be settled in
same-day funds. Transfers between participants in Euroclear and Clearstream will be effected in the ordinary way in accordance with
their respective rules and operating procedures. Cross-market transfers between DTC, on the one hand, and directly or indirectly
through Euroclear or Clearstream participants, on the other, will be effected by DTC inaccordance with DTC rules on behalf of
Euroclear or Clearstream, as the case may be, by its respective depositary; however, such cross-market transactions will require
delivery of instructions to Euroclear or Clearstream, as the case may be, by the counterparty insuch system in accordance with its rules
and procedures and within its established deadlines (Brussels time). Euroclear or Clearstream, as
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the case may be, will, if the transaction meets its settlement requirements, deliver instructions to its respective depositary to take
action to effect final settlement on its behalf by delivering or receiving interests ina global security in DTC, and making or receiving
payment in accordance with normal procedures for same-day funds settlement applicable to DTC. Euroclear participants and
Clearstream participants may not deliver instructions directly to the depositories for Euroclear or Clearstream.

Because of the time zone differences, the securities account of a Euroclear or Clearstream participant purchasing an interest
in the global security from a DT C participant will be credited during the securities settlement processing day (which must be a business
day for Euroclear or Clearstream, as the case may be) immediately following the DT C settlement date, and such credit of any
transaction’s interests in the global security settled during such processing day will be reported to the relevant Euroclear or Clearstream
participant on such day. Cashreceived in Euroclear or Clearstream as a result of sales of interests ina global security by or through a
Euroclear or Clearstream participant to a DT C participant will be received with value onthe DTC settlement date, but will be available in
the relevant Euroclear or Clearstream cash account only as of the business day following settlement in DTC.

Euroclear and Clearstream hold securities for participating organizations. They also facilitate the clearance and settlement of
securities transactions between their respective participants through electronic book-entry changes in the accounts of such participants.
Euroclear and Clearstream provide various services to their participants, including the safekeeping, administration, clearance,
settlement, lending and borrowing of internationally traded securities. Euroclear and Clearstream interface with domestic securities
markets. Euroclear and Clearstream participants are financial institutions such as underwriters, securitics brokers and dealers, banks, trust
companies and certain other organizations. Indirect access to Euroclear or Clearstream is also available to others such as banks,
brokers, dealers and trust companies that clear through or maintain a custodial relationship with a Euroclear or Clearstream participant,
either directly or indirectly.

DTC has advised us that it will take any action permitted to be taken by a holder of debt securities only at the direction of one
ormore participants to whose account the DTC interests in the global security is credited and only inrespect of such portion of the
aggregate principal amount of debt securities as to which such participant or participants has or have given such direction. However, if
DTC notifies us that it is unwilling to be a depository fora global security or ceases to be a clearing agency or there is anevent of
default under the debt securities relating to that global security, DT C will exchange the global security for certificated securities which
it will distribute to its participants.

Although we expect that DTC, Euroclear and Clearstream will follow the foregoing procedures in order to facilitate transfers
of interests in the global security among participants of DTC, Euroclear and Clearstream, DTC, Euroclear and Clearstream are under no
obligationto perform or continue to perform such procedures, and such procedures may be discontinued at any time. Neither the we
nor the trustee will have any responsibility for the performance by DTC, Euroclear or Clearstream or their participants or indirect
participants of their respective obligations under the rules and procedures goveming their operations.

The information in this section concerning DTC and DTC’s book-entry system, as well as information regarding Euroclear and
Clearstream, has been obtained from sources that we believe to be reliable, but we do not take any responsibility for its accuracy or
completeness. We assume no responsibility for the performance by DTC, Euroclear, Clearstream or their respective participants of
their respective obligations, including obligations that they have under the rules and procedures that govern their operations.

Governing Law

Our senior indenture is, and our subordinated indenture and any debt securities issued under either Indenture will be, governed
by, and construed in accordance with, the laws of the State of New York, except as may otherwise be required by mandatory
provisions of law.
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Concerning our Relationship with the Trustees

U.S. Bank National Association is the trustee of the Discover Card Execution Note Trust and the Discover Card Master Trust I
under Discover Bank’s amended and restated pooling and servicing agreement, and the trustee of The Student Loan Corporation’s
three securitization trusts.

We will enter into our subordinated indenture with a trustee as permitted by the terms thereof. At all times, the subordinated
trustee must be organized and doing business under the laws of the United States, any state thereof or the District of Columbia, and
must comply with all applicable requirements under the Trust Indenture Act of 1939.

DESCRIPTION OF CAPITAL STOCK

We have provided below a summary description of our capital stock. This description is not complete, and is qualified in its
entirety by reference to the full text of our amended and restated certificate of incorporation and bylaws. You should read the full text of
our amended and restated certificate of incorporation and bylaws, as well as the provisions of applicable Delaware law.

General

Under ouramended and restated certificate of incorporation, we have authority to issue 2,000,000,000 shares of common
stock, par value $0.01 per share, and 200,000,000 shares of preferred stock, par value $0.01 pershare. As of June 22, 2012,
514,911,832 shares of our common stock were outstanding and no shares of our preferred stock were outstanding.

Common Stock

General. The rights, preferences and privileges of holders of our commonstock are subject to, and may be adversely
affected by, the rights of the holders of shares of any series of our preferred stock.

Voting Rights. The holders of ourcommonstock are entitled to one vote per share on all matters to be voted onby
stockholders. Holders of shares of commonstock are not entitled to cumulate their votes in the election of directors. Generally, all
matters to be voted onby stockholders must be approved by a majority of the votes entitled to be cast by the holders of common
stock present in person or represented by proxy, voting together as a single class, subject to any voting rights granted to holders of
any preferred stock.

Dividend Rights. Holders of commonstock will share equally on a pro rata basis in any dividends as may be declared by our
board of directors out of funds legally available for that purpose, subject to any preferential rights of holders of any outstanding shares
of preferred stock and any other class orseries of stock having preference overthe commonstockas to dividends.

Preemptive Rights. No shares of common stockare subject to redemption or have preemptive rights to purchase additional
shares of commonstock or other securities of our company. There are no other subscription rights or conversion rights, and there are
no sinking fund provisions applicable to our commonstock.

Other Rights. Uponvoluntary or invo luntary liquidation, dissolution or winding up of our company, after payment in full of the
amounts required to be paid to creditors and holders of any preferred stock that may be then outstanding, all holders of commonstock
are entitled to share equally on a pro rata basis in all remaining assets.

Listing. Ourshares of commonstockare listed onthe New York Stock Exchange under the ticker “DFS.”
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Transfer Agent and Registrar. The transfer agent and registrar for our commonstock is Computershare.
Preferred Stock

Our board of directors has the authority, without action by our stockholders, to designate and issue our preferred stock in one
ormore series and to designate the rights, preferences and privileges of each series, which may be greater than the rights of our
commonstock. [t is not possible to state the actual effect of the issuance of any shares of our preferred stock upon the rights of
holders of our common stock until our board of directors determines the specific rights of the holders of our preferred stock. The
material terms of any series of preferred stock that we offer through a prospectus supplement will be described in that prospectus
supplement. However, the effects might include, among other things:

restricting dividends onour common stock;
diluting the voting power of ourcommon stock;

impairing the liquidation rights of our commonstock; or

O O o &3

delaying or preventing a change in control of our company without further action by our stockholders.

Anti-Takeover Effects of Our Amended and Restated Certificate of Incorporation and Bylaws, Delaware Law and Federal Banking
Law

Some provisions of Delaware law and our amended and restated certificate of incorporation and bylaws could make the
following more difficult:

0 acquisitionofus by means of a tender offer or merger;
0 acquisitionofus by means of a proxy contest or otherwise; or

1] removal of our incumbent officers and directors.

These provisions, summarized below, are expected to discourage coercive takeover practices and inadequate takeover bids.
These provisions also are designed to encourage persons seeking to acquire control of us to first negotiate with our board of
directors. We believe that the benefits of the potential ability to negotiate with the proponent of an unfriendly or unsolicited proposal to
acquire or restructure our company outweigh the disadvantages of discouraging those proposals because negotiation of them could
result in an improvement of their terms.

Stockholder Action by Written Consent

Subject to the rights of holders of any series of preferred stock or any other series or class of stock, any action required or
permitted to be taken by our stockholders must be effected at a duly called annual or special meeting of stockholders and may not be
effected by any consent in writing in lieu of a meeting.

Amendments to our Governing Documents

The amendment of any provision of our amended and restated certificate of incorporation requires approval by our board of
directors and a majority vote of stockholders, other than any amendment to the provisions requiring that amendments to our bylaws
require the approval of either a majority of our board of directors orholders of at least 80% of the votes entitled to be cast by the
outstanding capital stock in the election of our board of directors, for which an amendment requires the approval by our board and
holders of at least 80% of the votes entitled to be cast by the outstanding capital stock in the electionof our board of directors. Any
amendment to our bylaws requires the approval of either a majority of our board of directors or holders of at least 80% of the votes
entitled to be cast by the outstanding capital stock in the electionof our board of directors.

18



Table of Contents

Stockholder Meetings

Our amended and restated bylaws provide that, subject to the rights of holders of any series of preferred stock or any other
series or class of stock as set forth in ouramended and restated certificate of incorporation, special meetings of our stockholders may
be called only by our secretary at the direction of and pursuant to a resolution of our board of directors.

Requirements for Advance Notification of Stockholder Nominations and Proposals

Our amended and restated bylaws establish advance notice procedures withrespect to stockholder proposals and nomination
of candidates forelection as directors.

Delaware Anti-Takeover Law

Our amended and restated certificate of incorporation does not exempt us from the applicationof Section 203 of the
Delaware General Corporation Law, an anti-takeover law.

Ingeneral, Section 203 prohibits a publicly held Delaware corporation from engaging in a business combination with an
interested stockholder fora period of three years following the date the personbecame an interested stockholder, unless the business
combination or the transaction in which the personbecame an interested stockholder is approved in a prescribed manner. Generally, a
“business combination” includes a merger, asset or stock sale, or other transaction resulting in a financial benefit to the interested
stockholder. Generally, an “interested stockholder” is a person that, to gether with affiliates and associates, owns, or within three years
prior to the determination of interested stockholder status, did own, 15% ormore of a corporation’s voting stock. This may have an
anti-takeover effect withrespect to transactions not approved in advance by our board of directors, including discouraging attempts
that might result in a premium over the market price for the shares of ourcommonstock.

No Cumulative Voting

Our amended and restated certificate of incorporation and bylaws do not provide for cumulative voting in the electionof
directors.

Undesignated Preferred Stock

The authorization of our undesignated preferred stock makes it possible for our board of directors to issue our preferred
stock with voting or other rights or preferences that could impede the success of any attempt to change controlof us. These and other
provisions may have the effect of deferring hostile takeovers or delaying changes of control of our management.

Federal Banking Law

The Change in Bank Control Act of 1978, as amended, prohibits a personor group of persons from acquiring “control” of a
bank holding company unless:

0 the Federal Reserve has been given 60 days’ prior written notice of such proposed acquisition containing the information
requested by the Federal Reserve; and

0  within that time period the Federal Reserve has not issued a notice disapproving the proposed acquisition or extending
the period during which such a disapproval may be issued.

An acquisition may be made prior to the expiration of the disapproval period if the Federal Reserve issues written notice of its
intent not to disapprove the action. Anacquirer is conclusively deemed to have acquired controlif it owns, controls, or has the power
to vote 25 percent ormore of a class of voting securities. In
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addition, under a rebuttable presumption established by the Federal Reserve, the acquisitionof 10% ormore of a class of voting stock
of a bank holding company with a class of securities registered under Section 12 of the Exchange Act, such as us, would, under the
circumstances set forth in the presumption, constitute the acquisition of control. The receipt of revocable proxies in connection with a
proxy solicitation for the purposes of conducting business at a regular or special meeting of the institution, provided the proxies
terminate within a reasonable time after the meeting to which they relate, is not included in determining percentages for change in
control purposes. Inaddition, any “company” would be required to obtain the approval of the Federal Reserve under the Bank Holding
Company Act of 1956, as amended, before acquiring 25% (5% inthe case of anacquiror that is, oris deemed to be, a bank holding
company) ormore of any class of voting stock, ora lesser number of shares if the acquirer otherwise is deemed to have the power to
exert a “controlling influence” overus, and may be subject to ongoing regulation and supervision as a bank holding company.

DESCRIPTION OF DEPOSIT ARY SHARES
General

We may offer depositary receipts for depositary shares, each of which will represent a fractional interest in a share of a
particular series of a class of our preferred stock, as specified in the applicable prospectus supplement. Preferred stock of each series
of eachclass represented by depositary shares will be deposited under a separate deposit agreement among us, the preferred stock
depositary named in the deposit agreement and the holders from time to time of our depositary receipts. Subject to the terms of the
deposit agreement, each owner of a depositary receipt will be entitled, in proportion to the fractional interest of a share of the particular
series of aclass of our preferred stock represented by the depositary shares evidenced by such depositary receipt, to all the rights and
preferences of the preferred stock represented by such depositary shares (including dividend, voting, conversion, redemption and
liquidation rights).

The depositary shares will be evidenced by depositary receipts issued pursuant to the applicable deposit agreement.
Immediately following ourissuance and delivery of the preferred stock to the preferred stock depositary, we will cause the preferred
stock depositary to issue, on our behalf, the depositary receipts. Copies of the applicable form of deposit agreement and depositary
receipt may be obtained from us upon request.

Dividends and Other Distributions

The preferred stock depositary will distribute all cash dividends or other cash distributions received inrespect of the preferred
stock to the record holders of the depositary receipts evidencing the related depositary shares in proportion to the number of such
depositary receipts owned by such holder, subject to certain obligations of holders to file proofs, certificates and other information
and to pay certain charges and expenses to the preferred stock depositary.

Inthe event of a distribution other than in cash, the preferred stock depositary will distribute property received by it to the
record holders of depositary receipts entitled to the property, subject to certain obligations of holders to file proofs, certificates and
other information and to pay certain charges and expenses to the preferred stock depositary, unless the preferred stock depositary
determines that it is not feasible to make such distribution, in which case the preferred stock depositary may, with our approval, sell
such property and distribute the net proceeds from such sale to suchholders.

Withdrawal of Shares

Upon surrender of the depositary receipts at the corporate trust office of the preferred stock depositary (unless the related
depositary shares have previously been called for redemption), the holders of the depositary receipts will be entitled to delivery at
suchoffice, to oruponsuchholder’s order, of the number of whole shares
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of preferred stock and any money or other property represented by the depositary shares evidenced by such depositary receipts.
Holders of depositary receipts will be entitled to receive whole shares of the related preferred stock on the basis of the proportionof
preferred stock represented by each depositary share as specified in the applicable prospectus supplement, but holders of such
preferred stock will not thereafter be entitled to receive depositary shares. If the depositary receipts delivered by the holder evidence
anumber of depositary shares inexcess of the number of depositary shares representing the number of shares of preferred stock to be
withdrawn, the preferred stock depositary will deliver to such holder at the same time a new depositary receipt evidencing such excess
number of depositary shares.

Redemption of Depositary Shares

Whenever we redeem preferred stock held by the preferred stock depositary, the preferred stock depositary willredeem as
of the same redemption date the number of depositary shares representing the preferred stock so redeemed, provided we shall have
paid in full to the preferred stock depositary the redemption price of the preferred stock to be redeemed plus an amount equal to any
accrued and unpaid dividends (except, withrespect to noncumulative shares of preferred stock, dividends for the current dividend
period only) of the preferred stock to the date fixed for redemption. The redemption price per depositary share willbe equal to the
redemption price and any other amounts per share payable withrespect to the preferred stock. If less than all the depositary shares are
to be redeemed, the preferred stock depositary will select the depositary shares to be redeemed by lot.

After the date fixed for redemption, the depositary shares so called for redemption willno longer be deemed to be
outstanding and all rights of the holders of the depositary receipts evidencing the depositary shares so called for redemption will
cease, except the right to receive any moneys payable upon suchredemption and any money or other property to which the holders of
such depositary receipts were entitled upon such redemption upon surrender of the depositary receipts to the preferred stock
depositary.

Voting of the Underlying Preferred Stock

Uponreceipt of notice of any meeting at which the holders of our preferred stock are entitled to vote, the preferred stock
depositary will mail the information contained in suchnotice of meeting to the record holders of the depositary receipts evidencing the
depositary shares which represent such preferred stock. Eachrecord holder of depositary receipts evidencing depositary shares on the
record date (which will be the same date as the record date for the preferred stock) will be entitled to instruct the preferred stock
depositary as to the exercise of the voting rights pertaining to the amount of preferred stock represented by such holder’s depositary
shares. The preferred stock depositary will vote the amount of preferred stock represented by such depositary shares inaccordance
with such instructions, and we will agree to take all reasonable action which may be deemed necessary by the preferred stock
depositary in order to enable the preferred stock depositary to do so. The preferred stock depositary will abstain from voting the
amount of preferred stock represented by such depositary shares to the extent it does not receive specific instructions from holders
of our depositary receipts evidencing such depositary shares.

Liquidation Preference

Inthe event of our liquidation, dissolution or winding up, whether vo luntary or invo luntary, each holder of our depositary
receipts will be entitled to the fraction of the liquidation preference accorded each share of preferred stock represented by the
depositary share evidenced by such depositary receipt, as set forth in the applicable prospectus supplement.

Conversion of Preferred Stock

The depositary shares, as such, are not convertible into our commonstockorany of our securities or property.
Nevertheless, if so specified in the applicable prospectus supplement relating to an offering of depositary shares, the depositary
receipts may be surrendered by depositary receipt holders to the preferred stock
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depositary with written instructions to the preferred stock depositary instructing us to cause conversionof our preferred stock
represented by the depositary shares evidenced by such depositary receipts into whole shares of commonstock, other preferred
stock orother shares of our capital stock, and we have agreed that uponreceipt of such instructions and any amounts payable inrespect
of such instructions, we will cause the conversion of the preferred stock represented by depositary shares utilizing the same
procedures as those provided for delivery of preferred stock to effect such conversion. If the depositary shares evidenced by a
depositary receipt are to be converted in part only, one or more new depositary receipts will be issued for any depositary shares not to
be converted. No fractional shares of our common stock will be issued upon conversion, and if such conversion will result in a
fractional share being issued, an amount will be paid in cash by us equal to the value of the fractional interest based upon the closing
price of our commonstock on the last business day prior to the conversion.

Amendment and Termination of the Deposit Agreement

The form of depositary receipt evidencing the depositary shares which represent the preferred stock and any provision of the
deposit agreement may at any time be amended by agreement between us and the preferred stock depositary. However, any
amendment that materially and adversely alters the rights of the holders of depositary receipts willnot be effective unless such
amendment has been approved by the existing holders of at least a majority of our depositary shares evidenced by the depositary
receipts then outstanding .

The deposit agreement may be terminated by us uponnot less than 30 days’ prior written notice to the preferred stock
depositary if a majority of the holders of each class of our depositary shares affected by such termination consents to such
termination, whereupon the preferred stock depositary shall deliver or make available to each holder of depositary receipts, upon
surrender of the depositary receipts held by such holder, such number of whole or fractional shares of our preferred stock as are
represented by the depositary shares evidenced by such depositary receipts. In addition, the deposit agreement will automatically
terminate if’

0 alloutstanding depositary shares shall have beenredeemed;

0 there shallhave been a final distribution in respect of the related preferred stock in connection with any liquidation,
dissolution or winding up of us and such distribution shall have been distributed to the holders of depositary receipts
evidencing the depositary shares representing such preferred stock; or

0 eachrelated share of preferred stock shall have been converted into our capital stocknot so represented by depositary
shares.

Charges of Preferred Stock Depositary

We will pay all transfer and other taxes and govermmental charges arising solely from the existence of the deposit agreement.
In addition, we will pay the fees and expenses of the preferred stock depositary in connection with the performance of its duties under
the deposit agreement. However, holders of our depositary receipts will pay the fees and expenses of the preferred stock depositary
for any duties requested by such holders to be performed which are outside of those expressly provided for in the deposit agreement.

Resignation and Removal of Preferred Stock Depositary

The preferred stock depositary may resign at any time by delivering to us notice of its electionto do so, and we may at any
time remove the preferred stock depositary. Any such resignation or removal shall take effect upon the appointment of a preferred
stock depositary successor. A preferred stock depositary successor must be appointed within 60 days after delivery of the notice of
resignation or removal and must be a bank or trust company having its principal o ffice in the United States and having a combined
capital and surplus of at least $50,000,000.
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Miscellaneous

The preferred stock depositary will forward to holders of our depositary receipts any reports and communications from us
that are received by the preferred stock depositary withrespect to the related preferred stock.

Neither we nor the preferred stock depositary will be liable if we are prevented from ordelayed in, by law or any
circumstances beyond our control, performing our obligations under the deposit agreement. Our obligations and the obligations of the
preferred stock depositary under the deposit agreement will be limited to performing our respective duties under the deposit
agreement in good faith and without gross negligence or willful misconduct, and neither we nor the preferred stock depositary will be
obligated to prosecute or defend any legal proceeding inrespect of any depositary receipts, depositary shares or preferred stock
represented by the depositary shares unless satisfactory indemnity is furnished. We and the preferred stock depositary may rely on
written advice of counsel or accountants, or information provided by persons presenting preferred stock represented by the depositary
shares for deposit, holders of depositary receipts or other persons believed to be competent to give such information, and on
documents believed to be genuine and signed by a proper party.

If the preferred stock depositary shall receive conflicting claims, requests or instructions from any holders of depositary
receipts, on the one hand, and us, on the other hand, the preferred stock depositary shall be entitled to act onsuch claims, requests or
instructions received from us.

DESCRIPTION OF WARRANTS

We may issue warrants to purchase debt securities, shares of commonstock or shares of preferred stock. We may issue
warrants independently or together with other securities. Warrants sold with other securities may be attached to or separate from the
other securities. We will issue warrants under one or more warrant agreements between us and a warrant agent that we will name in the
prospectus supplement.

The prospectus supplement relating to any warrants we are o ffering will include specific terms relating to the o ffering. These
terms will include some orall of the following:

0  the title of the warrants;

0  the aggregate number of warrants o ffered;

_

the designation, number and terms of the debt securities, shares of commonstock or shares of preferred stock
purchasable upon exercise of the warrants and procedures by which those numbers may be adjusted;

the exercise price of the warrants;
the dates or periods during which the warrants are exercisable;

the designation and terms of any securities with which the warrants are issued;

O O O 4O

if the warrants are issued as a unit with another security, the date on and after which the warrants and the other security will
be separately transferable;

0 ifthe exercise price is not payable in U.S. dollars, the foreign currency, currency unit or composite currency in which the
exercise price is denominated;

0  any minimum or maximum amount o f warrants that may be exercised at any one time;
0  any terms relating to the modification of the warrants; and

0 anyterms, procedures and limitations relating to the transferability, exchange orexercise of the warrants.
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The description in the prospectus supplement willnot necessarily be complete, and reference will be made to the warrant
agreements which will be filed with the SEC.

DESCRIPTION OF STOCKPURCHASE CONTRACTS AND STOCKPURCHASE UNITS

We may issue stock purchase contracts, including contracts obligating holders to purchase from us, and us to sell to the
holders, a specified number of shares of common stock at a future date or dates, which we refer to in this prospectus as “Stock
Purchase Contracts.” The price per share of common stock and number of shares of common stock may be fixed at the time the
Stock Purchase Contracts are issued or may be determined by reference to a specific formula set forth in the Stock Purchase
Contracts. The Stock Purchase Contracts may be issued separately or as a part of units consisting of a Stock Purchase Contract and our
debt securities or debt obligations of third parties, securing the holders’ obligations to purchase the shares of common stockunder the
Stock Purchase Contracts, which we refer to in this prospectus as “Stock Purchase Units.” The Stock Purchase Contracts may require
holders to secure their obligations thereunder in a specified manner. The Stock Purchase Contracts also may require us to make
periodic payments to the holders of the Stock Purchase Units or vice-versa and such payments may be unsecured or prefunded on
some basis.

The applicable prospectus supplement will describe the terms of any Stock Purchase Contracts or Stock Purchase Units. The
description in the prospectus supplement will not necessarily be complete, and reference will be made to the Stock Purchase
Contracts, and, if applicable, collateral or depositary arrangements, relating to the Stock Purchase Contracts or Stock Purchase Units.
Material United States federal income tax considerations applicable to the Stock Purchase Units and the Stock Purchase Contracts will
also be discussed in the applicable prospectus supplement.

PLAN OF DISTRIBUTION

We oraselling securityholder may sell the offered securities inside and outside the United States from time to time
(a) through underwriters or dealers, (b) directly to one or more purchasers, including our affiliates, (¢) through agents, or (d) througha
combination of any of these methods. The applicable prospectus supplement will describe the terms of the offering of these securities
and the method of distribution of these securities, including the following information, if applicable:
the names of any underwriters or agents;
the name ornames of any managing underwriter or underwriters;
the purchase price of the securities from us;
the net proceeds to us from the sale of the securities;
any delayed delivery arrangements;
any underwriting discounts, commissions and other items constituting underwriters’ compensation;
any initial public o ffering price;

any discounts or concessions allowed orreallowed or paid to dealers; and

O O O o o o o o O

any commissions paid to agents.
General

Underwriters, dealers, agents and remarketing firms that participate in the distribution of the offered securities may be
“underwriters” as defined in the Securities Act of 1933. Any discounts or commissions they receive from us and any profits they
receive on the resale of the offered securities may be treated as underwriting
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discounts and commissions under the Securities Act of 1933. We will identify any underwriters, agents or dealers and describe their
commissions, fees or discounts in the applicable prospectus supplement.

Sale Through Underwriters or Dealers

If we use underwriters in a sale, they will acquire the offered securities for their own account. The underwriters may resell the
securities inone or more transactions, including negotiated transactions. These sales will be made at a fixed public offering price or at
varying prices determined at the time of the sale.

We may offer the securities to the public through an underwriting syndicate or through a single underwriter.

Unless the applicable prospectus supplement states otherwise, the obligations of the underwriters to purchase the offered
securities will be subject to certain conditions contained in an underwriting agreement that we will enter into with the underwriters. The
underwriters will be obligated to purchase all of the securities of the series offered if any of the securities are purchased, unless the
applicable prospectus supplement says otherwise. Any initial public offering price and any discounts or concessions allowed, re-
allowed or paid to dealers may be changed from time to time.

If we use dealers ina sale of securities, we will sell the securities to them as principals. They may thenresell those securities
to the public at varying prices determined by the dealers at the time of resale. We will include in the prospectus supplement the names
of the dealers and the terms of the transaction.

Direct Sales and Sales Through Agents

We may choose to sellthe offered securities directly. In this case, no underwriters or agents would be involved. We may also
sell the securities through agents we designate from time to time. In the prospectus supplement, we will name any agent involved in the
offerorsale of the offered securities, and we will describe any commissions payable by us to the agent. Unless we inform you
otherwise in the prospectus supplement, any agent will agree to use its best efforts to solicit purchases for the period of its
appointment.

We may sell the securities directly to institutional investors or others who may be deemed to be underwriters within the
meaning of the Securities Act withrespect to any sale of those securities. We will describe the terms of any such sales in the
prospectus supplement.

Delayed Delivery Contracts

If we so indicate in the prospectus supplement, we may authorize agents, underwriters or dealers to solicit offers from
certaintypes of institutions to purchase securities from us at the public offering price under delayed delivery contracts. These
contracts would provide for payment and delivery on a specified date in the future. The contracts would be subject only to those
conditions described in the prospectus supplement. The prospectus supplement will describe the commission payable for solicitation
of'those contracts.

Indemnification

We may have agreements with agents, underwriters, dealers and remarketing firms and each of their respective affiliates to
indemnify them against certain civil liabilities, including liabilities under the Securities Act. Agents, underwriters, dealers and remarketing
firms, and their affiliates, may engage in transactions with, or perform services for, us in the ordinary course of business. This includes
commercial banking and investment banking transactions.
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Market Making, Stabilization and Other Transactions

Unless the applicable prospectus supplement states otherwise, each series of offered securities will be a new issue and will
have no established trading market. We may elect to apply to list any series of offered securities on an exchange. Any underwriters that
we use in the sale of offered securities may make a market in such securities, but may discontinue such market making at any time
without notice. Therefore, we cannot assure you that the offered securities will have a liquid trading market.

In connection with the distribution of the securities offered under this prospectus, we may enter into swap or other hedging
transactions with, or arranged by, underwriters or agents or their affiliates, which may include short sales of the securities by
counterparties or option, forward or other types of transactions that require delivery of securities to a counterparty, who may resellor
transfer the securities under this prospectus.

Underwriters and others who are deemed to be underwriters under the Securities Act may engage in transactions that stabilize,
maintain or otherwise affect the price of the common stock, including the entry of stabilizing bids or syndicate covering transactions
or the imposition of penalty bids. Any such underwriters and distribution participants may be subject to applicable provisions of the
Exchange Act and the associated rules and regulations under the Exchange Act, including Regulation M, which provisions may limit the
timing of purchases and sales of shares by the selling securityholders. Furthermore, under Regulation M, persons engaged ina
distribution of securities are prohibited from simultaneously engaging in market making and certain other activities withrespect to such
securities for a specified period of time prior to the commencement of such distributions, subject to special exceptions or
exemptions. In addition, the anti-manipulation rules under the Exchange Act may apply to sales of the securities in the market. Allof
these limitations may affect the marketability of the securities and the ability of any personto engage in market-making activities with
respect to the securities.

LEGAL MATTERS

The validity of the securities offered pursuant to this prospectus will be passed upon forus by Sidley Austin LLP.

EXPERTS

The consolidated financial statements incorporated in this prospectus by reference from Discover Financial Services’ Annual
Report on Form 10-K for the yearended November 30, 2011, and the effectiveness of Discover Financial Services’ internal control
over financial reporting have been audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in
their reports, which are incorporated herein by reference (whichreports (1) express an unqualified opinion on the consolidated financial
statements and includes an explanatory paragraph relating to Discover Financial Services’ adoption of the accounting standards,
“Accounting for Transfers of Financial Assets—an amendment of FASB Statement No. 140" and “Amendments to FASB Interpretation
No.46(R),” onDecember 1, 2009 and (2) express an unqualified opinion on the effectiveness of internal control over financial
reporting). Such financial statements have been so incorporated in reliance upon the reports of such firm given upon their authority as
experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly, and current reports, proxy statements and other information with the Securities and Exchange
Commission (“SEC”). Our SEC filings are available to the public over the Internet at the SEC’s web site at http://www.sec.gov and on
the investorrelations page of our website at http://www.discoverfinancial.com. The information available at our website does not
constitute a part of this
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prospectus. Youmay also read and copy any document we file with the SEC at the SEC’s public reference facilities at 100 F Street
N.E., Washington, D.C. 20549. Youcan also obtain copies of the documents upon the payment of a duplicating fee to the SEC. Please
callthe SEC at 1-800-SEC-0330 for further information on the operation of the public reference facilities. Youmay also request a copy
of our SEC filings, or the documents we incorporate by reference herein, at no cost, by writing or telephoning us at:

Discover Financial Services
2500 Lake Cook Road
Riverwoods, Illinois 60015
Attention: Investor Relations
Telephone: (224) 405-0900

This prospectus omits some information contained in the registration statement in accordance with SEC rules and regulations.
Youshould review the information and exhibits included in the registration statement for further information about us and the securities
we are offering. Statements in this prospectus concerning any document we filed as an exhibit to the registration statement or that we
otherwise filed with the SEC are not intended to be comprehensive and are qualified by reference to these filings. You should review
the complete document to evaluate these statements.

Youshould rely only on the information incorporated by reference or provided in this prospectus or any prospectus
supplement. We have not authorized anyone else to provide you with different information or to make any representations other than as
contained in this prospectus or in any prospectus supplement. We are not making any offer of these securities in any state or jurisdiction
where the offeris not permitted.

DOCUMENTS INCORPORATED BY REFERENCE

The SEC allows us to incorporate by reference much of the information that we file with it, which means that we candisclose
important informationto you by referring you to those publicly available documents. The information that we incorporate by reference
is an important part of this prospectus. Any statement contained in a document incorporated or deemed to be incorporated by
reference into this prospectus willbe deemed to be modified or superseded for purposes of this prospectus to the extent that a
statement contained in this prospectus or any other subsequently filed document that is deemed to be incorporated by reference into
this prospectus modifies or supersedes the statement. Any statement so modified or superseded willnot be deemed, except as so
modified or superseded, to constitute a part of this prospectus.

This prospectus incorporates by reference the documents listed below and any filings we make with the SEC under
Sections 13(a), 13(c), 14, or 15(d) of the Securities Exchange Act of 1934, as amended, after the initial filing o f the registration
statement related to this prospectus until the termination o f the o ffering of the securities described in this prospectus; provided,
however, that we are not incorporating by reference any documents, portions of documents or other information that is deemed to
have been “furnished” and not “filed” with the SEC:

. our Annual Report on Form 10-K for the fiscal year ended November 30, 2011;

. our Quarterly Reports on Form 10-Q for the quarters ended February 28, 2012 and May 31, 2012;

. our Current Reports on Form 8-K, dated December 16, 2011, April 9, 2012, April 19, 2012, April 20, 2012, April 24,
2012, May 3, 2012 and May 10, 2012; and

. the descriptionof our common stock under the heading “Description of our Capital Stock,” in our Information Statement
included with Amendment No. 4 to our Form 10 filed with the SEC on June 1, 2007, including any subsequently filed
amendments and reports updating such description.
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