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the following provisions (see General Instruction A.2. below):

o   Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
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o   Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o   Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o   Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 2.02.  Results of Operations and Financial Condition.

As previously reported in Investors Financial Services Corp.�s Annual Report on Form 10-K for the year ended December 31, 2005, Investors
Financial Services Corp. (the �Company�) and an individual employee of the Company were named in a lawsuit filed by Opus Investment
Management, Inc. in the Superior Court of Worcester, Massachusetts on June 27, 2003.  Subsequent to the Company�s second quarter 2006
earnings announcement on July 13, 2006, the parties to the litigation reached settlement in principle.

While the settlement is subject to execution of final settlement agreements and approval by the court, the Company accrued approximately $1.8
million for settlement costs, legal fees and administrative costs in accordance with Statement of Financial Accounting Standards No. 5 �
�Accounting for Contingencies.�  This adjustment decreased previously announced second quarter 2006 net income by approximately $1.2 million
to $44.3 million and decreased diluted earnings per share by $0.02 to $0.65.

The information contained herein is being furnished and shall not be deemed �filed� for purposes of Section 18 of the Securities Exchange Act of
1934, as amended, or otherwise subject to the liabilities of that section. The information contained herein shall not be incorporated by reference
into any filing with the U.S. Securities and Exchange Commission made by the Company, whether made before or after the date hereof,
regardless of any general incorporation language in such filings.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

INVESTORS FINANCIAL SERVICES CORP.

By: /s/Kevin J. Sheehan
Kevin J. Sheehan
Chief Executive Officer and
Chairman of the Board

Dated:  August 7, 2006
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