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Basket Return:
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The notes are linked to an egually weighte ba?]ket con?(

sting of the S&P 500® Index, the iShares® MSCI Emer%in Markets Index Fund
and the Dow Jones EURO STOXX 50® Index (each a “Bas s"f

et COmponent,” dnd together, the “Basket Componen

Underlying Index: MSCI Emerging Markets Index, which is the Index underlying the iShares® MSCI Emerging Markets Index Fund (the “Basket Fund”).

ightings: The S&P 500 Weighting, the iShares® MSCI Emerging Markets Weighting and the EURO STOXX Wei$htin%(each a “Component
Weighting,” and Collectively, the “Component Weightings”) are each set'to equal 1/3 of the value of the Basket, or approximately
33.3333%.
7-50% per annum, unless a Knock-Out Eve[“ Eas o;él#rretli_lduring a Mocrlljtorin Period. ,Uﬁon the oc%jrrence ofa Knock-Out(Fvent
during the term of the notes, no interest will be paid for the corrésponding Interest Period or any subsequent Interest Period.
2riod, the Index clo%mg level or closm? prlfe,fas applicable, for
any Basket Component has decreased, as compared ndex starting level or Initial Share Price, as applicable, for such Basket
Component, by more than the Knock-Gut Buffer Amount.

Knock-Out Buffer 27.50%
Amount:

Ending Basket Level — Starting Basket Level
Starting Basket Level

Excess Basket Return: Ending Basket Level — Restriking Basket Level
Starting Basket Level

Starting Basket Level: Set equal to 100 on the pricing date, which is expected to be on or about May 27, 2008.

Restriking Basket Level: Starting Basket Level + [Starting Basket Level x (Interest Paf\/_ments / $1,000)], o L
where Intﬁrest Pay! ehnts” means the aggregate amount of interest paid or to be paid with respect to each $1,000 principal amount
note over the term of the notes.

Ending Basket Level: The Basket Closing Level on the Observation Date.

Payment at Maturity: The payment at maturity will depend on a variety of faftors including whether and when a Knock-Out Event occurs anii whether thfe
Ending Basket Level is greater than, less thgn or equal to the Starting Basket Level or Restriking Basket Level, as applicable. Set forth
below are rmulas that will be used to determine your final payment at maturity (per $1,000 principal amount note) and th

he f l n e
variables Ej’lat doictate,the application of any artlul;]lar, payout ?ormula. For illustrations of how your total return will be c:ﬂculated please
see the tables and written examples under "Hypothetical Examples”, beginning on TS-4.

1,000 + ($1,000 x If a Knock-Qut Event has occurred during the first Monitoring Period; or . . X
asketke%rn): Isfta I%noclé-%ﬂt ItE\I/_ent loccurs in the secongd or th|r¢§ Monltorm% Period (gut not the first) and the Ending Basket Level is less than the
arting Basket Level.
1,000 + ($1,000 X If (i) a Knock-Out Event occurs in the Second or Third Monitoring Period (but not the first) and the Ending Basket Level is greater than the
gxcess Ba(.'sglget Return): Ee(s)tilkmg Basket Level or HIS a Knock-Out Event goes not occurgat all an((Pthe EnJllng Bagket LevelEis gregater than the Res%nlgng Basket
evel.
$1,000:

Basket Closing

/’
1 Interest Period:

If (i) a] Knock-Out Event occurs in the Second or Third M(.)nitorinl% Period (but not the firsB and the Ending Basket Level is lgsﬁ than or
equal to the Re tr|k|r]1g Level%but %reater than the Starting Bas rb a Knock-Ou t
Basket Level is less than or equal to the Restriking Level.

Level: The Basket Closing Level on any trading day will be calculated as follows:

100 X [1 + (S&P 500 Return * S&P 500 Weightin ) + (MSCI Emerﬁin Markets Return * MSCI Emerging Markets Weighting)
+ (EURO STOXX Return * EURO STOXX Weighting)]

Each of the S&P 500 Return, the iShares® MSCI Emerging Markets Return and the EURO STOXX Refurn is the performance of the
relevant Basket Component, expressed as a percentage, from the r eva[]t Index closnrfg lgvel orc osnlg price on the pricing date (each
an “Index start|n§l_evel" and “Initial Share Price”, r%s&ectlvely to the relevant Index closing level or closing price on such frading day.
The Initial Share Price used to calculate the iShares® MSCI Emerging Markets Index Fund on the pricing date is the closing price of one
share of the iShares® MSC| Emerging Markets Index Fund on thepricing date, divided by the Share Adjustment Factor. For additional
information, see “Description of Notés — Payment at Maturity” in the accompanying product supplement no. 136-I.

The period beginning on and including the |5fue,date of the notes and ending on but excluding the first Interest Payment Date, and
each successive period beginning on and including an Interest Payment Date and ending on but excluding the next'succeeding Interest

et Level) or (i t Event does not occur at all an e Ending

Payment Date.

& Interest Payment Dates: Interest, if an}/, on the notes will_beop%yable annuall%in arrears on June 1 of each year (each such date, an “Interest Payment Date”),
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Share Adjustment Factor: %_;.o on the pricing date and subject to a
t

commencing June 1, 2009; provided, fiowever, that the final interest payment, if any, will be made with the Payment at Maturity. See
“Selected Puirchase Considerations — Contingent Annual Interest Payments” in this term sheet for more information.

Monitoring Periods: With rgspect to th firt?]t.lgtgrest Periqd, the MonitOIl'ing Peridqd will be the period beginnir%%on and including the pricrilnfg date am}ending
e thir di

on and including usiness day immediately p ng the first Interest Payment Date (we refer to each such final day of a

rece
Monitorin Per.loé_as an “Ending Monitoring Date”), an(f, with Tespect to each successive Interest Period, the Monitoring Period will be
the period’beginning on and including the first business day immediately succeeding the Ending Monitoring Date of the'immediatel
recedm%Momtormg Period and ending on and |nc}ud|n the third business day immediately preceding the next succeedm’alnt,ere_st
a¥m.ent ate. Notwﬂhstandln%the foregoing, the final Ending Monitoring Date will be the _gera/atlon Date. Each EndH\F onitoring
Date is subject to postponement in the event of certain market dlsrugtlon events and as described under “Description of Notes —
Interest Payments” in the accompanylng. product supplement no. 136-I. L .
Agstments under certain circumstances, See “Description of Notes —Pa¥‘me.nt at Maturity” and
thenerad'!'errtns of Notes — Anti-Dilution Adjustments” in the accompanying product supplement no. 136-I for further information about
ese adjustments.

te: May 25, 2011"
May 31, 2011"
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f Sub](ict to ;%ostponéerlnent in the event of a market disruption event and as described under “Description of Notes — Payment at Maturity” in the accompanying product
ement no. 136-1.

| Investing in the Contingent Interest Knock-Out Notes involves a number of risks. See “Risk Factﬁrs” beginning on page PS-12 of the accompanying product

136-1 and “Selected Risk Considerations” beginning on page TS-2 of this term sheet.
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this term sheet orthe accompanying prospectus supplements and prospectus. Any representation to the contrary is a criminal offense.
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Additional Terms Specific to the Notes

JPMorgan Chase & Co. has filed a registration statement (including a prospectus) with the Securities and Exchange
Commission, or SEC, for the offering to which this term sheet relates. Before you invest, you should read the prospectus in
that registration statement and the other documents relating to this offering that JPMorgan Chase & Co. has filed with the
SEC for more complete information about JPMorgan Chase & Co. and this offering. You may get these documents without
cost by visiting EDGAR on the SEC website at www.sec.gov. Alternatively, JPMorgan Chase & Co., any agent or any dealer
participating in this offering will arrange to send you the prospectus, each prospectus supplement, product supplement no.
136-1 and this term sheet if you so request by calling toll-free 866-535-9248.

You may revoke your offer to purchase the notes at any time prior to the time at which we acceﬁt such offer by notifying the
applicable agent. We reserve the right to change the terms of, or reject any offer to purchase the notes prior to their
issuance. In the event of any changes to the terms of the notes, we will notify you and you will be asked to accept such
changes in connection with your purchase. You may also choose to reject such changes in which case we may reject your
offer to purchase.

Each holder and beneficial owner of the notes, by virtue of purchasing the notes, represents and warrants that it is a United
States person as defined in section 7701(a)(30) of the Internal Revenue Code of 1986 as amended, and agrees that (i) it will
not transfer, sell, offer, reoffer or otherwise assign the notes to any person that is not a United States person and (ii) it will
inform any transferee that such transferee, by virtue of purchasing the notes, is deemed to represent that such transferee is
aglnlted States person and is bound by the restrictions on transfers, sales, offers, reoffers and assignments set forth in (i)
above

You should read this term sheet together with the prospectus dated December 1, 2005, as supplemented by the prospectus
supplement dated October 12, 2006 relating to our Series E medium-term notes of which these notes are a part, and the more
detailed information contained in product supplement no. 136-1 dated May 13, 2008. This term sheet, together with the
documents listed below, contains the terms of the notes and supersedes all other prior or contemporaneous oral statements
as well as any other written materials including preliminary or indicative pricing terms, correspondence, trade ideas,
structures for implementation, sample structures, fact sheets, brochures or other educational materials of ours. You should
carefully consider, among other things, the matters set forth in “Risk Factors” in the accompanying product supplement no.
136-l, as the notes involve risks not associated with conventional debt securities. We urge you to consult your investment,
legal, tax, accounting and other advisers before you invest in the notes.

You may access these documents on the SEC website at www.sec.gov as follows (or if such address has changed, by
reviewing our filings for the relevant date on the SEC website):

® Product supplement no. 136-l dated May 13, 2008:
http://www.sec.gov/Archives/edgar/data/19617/000089109208002567/e31559 424b2.pdf

® Prospectus supplement dated October 12, 2006:
http://www.sec.gov/Archives/edgar/data/19617/000089109206003117/€25276_424b2.pdf

e Prospectus dated December 1, 2005:
http://www.sec.gov/Archives/edgar/data/19617/000089109205002389/e22923_base.txt

Our Central Index Key, or CIK, on the SEC website is 19617. As used in this term sheet, the “Company,” “we,” “us” or “our”
refers to JPMorgan Chase & Co.

Selected Purchase Considerations

o CONTINGENT ANNUAL INTEREST PAYMENTS — Unless a Knock-Out Event has occurred during a Monitoring Period,
the notes offer annual interest payments at a rate of 7.50% per annum. Interest, if any, on the notes will be payable
annually in arrears on June 1 of each year (each such date, an “Interest Payment Date”), commencing June 1, 2009, to
the holders of record at the close of business on the date 15 calendar days prior to that Interest Payment Date;
provided, however, that the final interest payment, if any, will be made with the Payment at Maturity. If an Interest
Payment Date is not a business day, payment will be made on the next business day immediately following such
day, but no additional interest will accrue as a result of the delayed payment. For additional information about
interest payments, see “Selected Risk Considerations” in this term sheet.

o APPRECIATION POTENTIAL — In addition to the contingent annual interest payments described above, the notes
provide the opportunity to participate in the appreciation of the Basket at maturity. /fa Knock-Out Event does not
occur at all or does not occur until the second or final Monitoring Period, and the Ending Basket Level is greater than
the Restriking Basket Level, in addition to the principal amount, you will receive the Excess Basket Return, which
reflects the amount by which the Basket has appreciated in excess of a return equal to the interest payments
received. Because the notes are our senior unsecured obligations, payment of any amount at maturity is subject to
our ability to pay our obligations as they become due.

. DIVERSIFICATION AMONG THE BASKET COMPONENTS — The return on the notes is linked to a basket con5|st|ng of
the S&P 500 Index, the iShares® MSCI Emerging Markets Index Fund and the Dow Jones EURO STOXX 50® Index.
The S&P 500® Index con5|sts of 500 component stocks selected to provide a performance benchmark for the U.S.
equity markets. The iShares® MSCI Emerging Markets Index Fund is an exchange-traded fund of iShares, Inc., which
is a registered investment company that consists of numerous separate investment portfolios. The iShares® MSCI
Emerging Markets Index Fund seeks to provide investment results that correspond generally to the price and yield
performance, before fees and expenses, of publicly traded securities in emerging markets as measured by the MSCI
Emerging Markets Index, which we refer to as the Underlying Index. The Underlying Index is a free-float adjusted
average of the U.S dollar values of all of the eqmty securities constituting the MSCl Indices for selected emerging
markets countries. The Dow Jones EURO STOXX 50® Index consists of 5o co @Ponent stocks of market sector leaders
from within the Eurozone. The Dow Jones EURO STOXX 50® Index and STOXX® are the intellectual property (including
registered trademarks) of STOXX Limited, Zurich, Switzerland, and/or Dow Jones & Company, Inc., a Delaware
corporation, New York, USA (the “Licensors’ ), which are used under license. The notes are in no way sponsored,
endorsed, sold or promoted by the Licensors and neither of the Licensors shall have any liability W|th respect thereto.
For addltlonal information about the Basket and each Basket Component, please see “The S&P 500° Index,” “The
iShares® MSCI Emerging Markets Index Fund” and “The Dow Jones EURO STOXX 50® Index” in the accompanying




product supplement no. 136-I.

o CAPITAL GAINS TAX TREATMENT — You should review carefully the section entitled “Certain U.S. Federal Income Tax
Consequences” in the accompanying product supplement no. 136-l. As described therein, we and you will agree to
characterize and treat the notes for U.S. federal income tax purposes as “open transactions”. Subject to the
limitations described therein, and based on certain factual representations received from us, in the opinion of our
special tax counsel, Sidley Austin LLP, it is reasonable to treat your purchase and ownership of the notes as an
“open transaction” for U.S. federal income tax purposes. Assuming this characterization is respected, your gain or
loss on the notes (not including interest payments or, in the case of a sale or exchange prior to maturity, possibly
any amount attributable to accrued but unpaid interest) should be treated as long-term capital gain or loss if you
hold the notes for more than a year, whether or not you are an initial purchaser of notes at the issue price. While
the U.S. federal income tax treatment of the interest payments on the notes is uncertain, we intend to treat these
payments as ordinary income.

The Internal Revenue Service (the “IRS”) or a court may not respect this characterization or treatment of the notes,
in which case the timing and character of any income or loss on the notes could be significantly and adversely
affected. In addition, on December 7, 2007, the Treasury Department and the IRS released a notice requesting
comments on the U.S. federal income tax treatment of “prepaid forward contracts” and similar instruments, which
could include instruments similar to the notes. The notice focuses in particular on whether to require holders of
these instruments to accrue income (possibly in excess of any interest payments) over the term of their investment.
It also asks for comments on a number of related topics, including the character of income or loss with respect to
these instruments; the relevance of factors such as the nature of the underlying property to which the instruments
are linked; the degree, if any, to which income (including any mandated accruals) realized by Non-U.S. Holders
should be subject to withholding tax; and whether these instruments are or should be subject to the “constructive
ownership” regime, which very generally can operate to recharacterize certain long-term capital gain as ordinary
income that is subject to an interest charge. While the notice requests comments on appropriate transition rules
and effective dates, any Treasury regulations or other guidance promulgated after consideration of these issues
could materially and adversely affect the tax consequences of an investment in the notes, possibly with retroactive
effect. Both U.S. and Non-U.S. Holders should consult their tax advisers regarding the U.S. federal income tax
cr?nsequences of an investment in the notes, including possible alternative treatments and the issues presented by
this notice.

Selected Risk Considerations

An investment in the notes involves significant risks. Investing in the notes is not equivalent to investing directly in
the Basket, the Basket Components or any of the equity securities composing the S&P 500® Index and the Dow Jones
EURO STOXX 50® Index or the equity securities held by the iShares® MSCI Emerging Markets Index Fund. These risks
are explained in more detail in the “Risk Factors” section of the accompanying product supplement no. 136-I dated
May 13, 2008.

e THE AMOUNT OF INTEREST PAYABLE ON THE NOTES DURING ANY GIVEN INTEREST PERIOD, AND OVER THE TERM OF
THE NOTES, IS UNCERTAIN AND COULD BE ZERO — The payment of interest during an Interest Period will depend on
whether a Knock-Out Event has occurred at any time during the term of the notes. If a Knock-Out Event has
previously occurred during a Monitoring Period, interest will not be paid for the corresponding Interest Period or
any subsequent Interest Period. Even if no Knock-Out Event occurs during a particular Monitoring Period, you will
not receive any interest for the applicable Interest Period if a Knock-Out Event previously occurred. Therefore, the
amount of interest payable on the notes during any given Interest Period, and over the term of the notes, is
uncertain and could be zero.

e DURING ONE OR MORE INTEREST PERIODS, AND OVER THE TERM OF THE NOTES, THE YIELD ON THE NOTES MAY BE
LOWER THAN THE YIELD ON A CONVENTIONAL DEBT SECURITY OF COMPARABLE MATURITY — During the term of the
notes, these notes will not bear interest with respect to any Interest Period if a Knock-Out Event has occurred. As a
result, the effective yield on the notes may be less than what would be payable on a conventional, debt security
issued by us or an issuer with a comparable credit rating of comparable maturity.

e YOU WILL BE EXPOSED TO THE RISK OF A DECLINE FOR EACH BASKET COMPONENT — The payment of interest during
an Interest Period, if any, is not linked to the performance of the Basket. Rather, you will receive interest during an
Interest Period only if the Index closing level or closing price, as applicable, of each Basket Component on any
trading day during the corresponding Monitoring Period or any previous Monitoring Period has not decreased, as
compared to the Index starting level or Initial Share Price for such Basket Component, by more than the Knock-Out
Buffer Amount. Unlike an instrument with interest payments linked to the performance of a basket, in which risk is
mitigated and diversified among all of the components of the basket, you will be fully exposed equally to the risks
related to all of the Basket Components.

e YOUR INVESTMENT IN THE NOTES MAY RESULT IN A LOSS — The notes do not guarantee any return of principal. The
return on the notes at maturity is linked to the performance of the Basket and will depend on whether a Knock-Out
Event has occurred and whether, and the extent to which, the Basket Return or the Excess Basket Return, as
applicable, is positive or negative. If the Index closing level or closing price, as applicable, of any Basket
Component has declined, as compared to the Index starting level or Initial Share Price of such Basket Component,
by more than the Knock-Out Buffer Amount of 27.50% on any trading day during a Monitoring Period, a Knock-Out
Event has occurred, and the protection provided by the Knock-Out Buffer Amount of 27.50% will terminate. Under
these circumstances, you could lose some or all of your principal.

o THE RESTRIKING BASKET LEVEL MAY OFFSET YOUR INTEREST PAYMENTS — Your payment at maturity may be lower
than the payment at maturity on a similar note without a Restriking Basket Level feature that has the effect of
offsetting any interest payment. Generally, your payment at maturity will only exceed your principal amount if the
Ending Basket Level is greater than the Restriking Basket Level. The longer that a Knock-Out Event is not triggered
and, accordingly, the more interest that is paid or to be paid with respect to the notes, the higher the Ending Basket
Level must be for you to achieve a payment at maturity in excess of your principal amount. As a result, you will
receive no more than the principal amount at maturity, even if the Ending Basket Level is greater than the Starting
Basket Level but is less than or equal to the Restriking Basket Level.
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e YOUR PROTECTION MAY TERMINATE ON ANY TRADING DAY DURING THE TERM OF THE NOTES — If the Index closing
level or closing price, as applicable, of any Basket Component on any trading day during a Monitoring Period
declines from the Index starting level or Initial Share Price of such Basket Component by more than the Knock-Out
Buffer Amount of 27.50%, you will at maturity be fully exposed to any depreciation in the Basket below the Starting
Basket Level. We refer to this feature as a contingent buffer. Under these circumstances, if the Ending Basket Level
is less than the Starting Basket Level, you will lose 1% of the principal amount of your investment for every 1%
decrease in the Ending Basket Level as compared to the Starting Basket Level. You will be subject to this potential
loss of principal even if the relevant Basket Component subsequently increases such that the Index closing level or
closing price, as applicable, of such Basket Component is less than the relevant Index starting level or Initial Share
Price by not more than the Knock-Out Buffer Amount of 27.50%, or is equal to or greater than the relevant Index
starting level or Initial Share Price. If these notes had a non-contingent buffer feature, under the same scenario,
you would have received the full principal amount of your notes at maturity. As a result, your investment in the
notes may not perform as well as an investment in a security with a return that includes a non-contingent buffer.

e CERTAIN BUILT-IN COSTS ARE LIKELY TO ADVERSELY AFFECT THE VALUE OF THE NOTES PRIOR TO MATURITY — While
the payment at maturity described in this term sheet is based on the full principal amount of your notes, the
original issue price of the notes includes the agent’s commission and the cost of hedging our obligations under the
notes through one or more of our affiliates. As a result, and as a general matter, the price, if any, at which JPMSI
will be willing to purchase notes from you in secondary market transactions, if at all, will likely be lower than the
original issue price and any sale prior to the maturity date could result in a substantial loss to you. This secondary
market price will also be affected by a number of factors aside from the agent’s commission and hedging costs,
including those set forth under “Many Economic and Market Factors Will Impact the Value of the Notes” below.

The notes are not designed to be short-term trading instruments. Accordingly, you should be able and willing to
hold your notes to maturity.

e THE NOTES ARE SUBJECT TO CURRENCY EXCHANGE RISK — Because the prices of the equity securities held by the
iShares® MSCI Emerging Markets Index Fund are converted into U.S. dollars for the purposes of calculating the net
asset value of the iShares® MSCI Emerging Markets Index Fund, holders of the notes will be exposed to currency
exchange rate risk with respect to each of the currencies in which the equity securities held by the iShares® MSCI
Emerging Markets Index Fund trade. Your net exposure will depend on the extent to which such currencies
strengthen or weaken agalnst the U.S. dollar and the relative weight of equity securities denominated in such
currencies in the iShares® MSCI Emerging Markets Index Fund. If, taklng into account such weighting, the U.S.
dollar strengthens against such currencies, the value of the iShares® MSCI Emerging Markets Index Fund will be
adversely affected and the payment at maturity, if any, may be reduced.

‘ e NO DIVIDEND PAYMENTS OR VOTING RIGHTS — As a holder of the notes, you will not have voting rights or rights to
, receive cash dividends or other distributions or other rights that holders of securities composing any of the Basket
Components would have.

o THERE ARE RISKS ASSOCIATED WITH THE iSHARES® MSCI EMERGING MARKETS INDEX FUND — The iShares® MSCI
Emerging Markets Index Fund has a limited operating history, having commenced trading in April 2003. Although
its shares are listed for trading on the New York Stock Exchange (the “NYSE”) and a number of similar products
have been traded on various national securities exchanges for varylng periods of time, there is no assurance that
an active trading market will continue for the shares of the iShares® MSCI Emerging Markets Index Fund or that
there will be l|qU|d|ty in the trading market. In addition, Barclays Global Fund Advisers, which we refer to as BGFA,
is the iShares® MSCI Emerging Markets Index Fund’s investment advisor. The iShares® MSCI Emerging Markets
Index Fund is subject to management risk, which is the risk that BGFA’s investment strategy, the implementation of
which is subject to a number of constraints, may not produce the intended results. For example, BGFA may select
up to 10% of the iShares® MSCI Emerging Markets Index Fund’s assets to be invested in shares of other iShares®
funds that seek to track the performance of equity securities of constituent countrles of the Underlying Index. Any
of such action could adversely affect the market price of the shares of the iShares® MSCI Emerging Markets Index
Fund, and consequently, the value of the notes.

o DIFFERENCES BETWEEN THE iSHARES® MSCI EMERGING MARKETS INDEX FUND AND THE MSCI EMERGING MARKETS
INDEX — The iShares® MSCI Emerging Markets Index Fund does not fully replicate the MSCI Emerging Markets
Index, may hold securities not included in the Underlying Index and will reflect additional transaction costs and
fees that are not mcluded in the calculation of the Underlying Index, all of which may lead to a lack of correlation
between the iShares® MSCI Emerging Markets Index Fund and the Underlylng Index. In addition, corporate actions
with respect to the sample of equity securities (such as mergers and spin-offs) may impact the variance between
J the |Shares MSCI Emerging Markets Index Fund and the Underlying Index. Finally, because the shares of the
iShares® MSCI Emerging Markets Index Fund are traded on the NYSE and are subject to market supply and investor
demand, the market value of one share of the iShares® MSCI Emerging Markets Index Fund may differ from the net
asset value per share of the iShares® MSCI Emerging Markets Index Fund. For all of the foregoing reasons, the
performance of the iShares® MSCI Emerging Markets Index Fund may not correlate with the performance of the
Underlying Index.

e NO DIRECT EXPOSURE TO FLUCTUATIONS IN FOREIGN EXCHANGE RATES — The value of your notes will not be
adjusted for exchange rate fluctuations between the U.S. dollar and the currencies |n which the stocks underlying
the iShares® MSCI Emerging Markets Index Fund and the Dow Jones EURO STOXX 50® Index are based, although
any currency fluctuations could affect the performance of the Basket. Therefore, if the applicable currencies
appreciate or depreciate relative to the U.S. dollar over the term of the notes, you will not receive any additional
payment or incur any reduction in your payment at maturity.

e LACK OF LIQUIDITY — The notes will not be listed on any securities exchange. JPMSI intends to offer to purchase the
notes in the secondary market but is not required to do so. Even if there is a secondary market, it may not provide
enough liquidity to allow you to trade or sell the notes easily. Because other dealers are not likely to make a
secondary market for the notes, the price at which you may be able to trade your notes is likely to depend on the
price, if any, at which JPMSI is willing to buy the notes.




o WE ARE CURRENTLY ONE OF THE COMPANIES THAT MAKE UP THE S&P 500® INDEX — We are currently one of the
companies that make up the S&P 500® Index. On March 16, 2008, and March 24, 2008, we issued press releases
(which are included in our Current Reports on Form 8-K flled with the Securities and Exchange Commission on
March 18, 2008, and March 24, 2008, respectlvely) announcmg our potential acquisition of The Bear Stearns
Companles Inc., which is also included in the S&P 500® Index. To our knowledge we are not currently affiliated
with any other i issuers the equity securities of which are included in the S&P 500°% Index. We will not have any
obligation to conS|der your interests as a holder of the notes in taking any corporate action that might affect the
value of the S&P 500® Index and the notes.

e POTENTIAL CONFLICTS — We and our affiliates play a variety of roles in connection with the issuance of the notes,
including acting as calculation agent and hedging our obligations under the notes. In performing these duties, the
economic interests of the calculation agent and other affiliates of ours are potentially adverse to your interests as
an investor in the notes.

e THE ANTI-DILUTION PROTECTION FOR THE iSHARES® MSCI EMERGING MARKETS INDEX FUND IS LIMITED — The
calculation agent will make adjustments to the Share Adjustment Factor for certain events affecting the shares of
the iShares® MSCI Emerging Markets Index Fund. However, the calculation agent will not make an adjustment in
response to all events that could affect the shares of the iShares® MSCI Emerging Markets Index Fund. If an event
occurs that does not require the calculation agent to make an adjustment, the value of the notes may be materially
and adversely affected.

e MANY ECONOMIC AND MARKET FACTORS WILL IMPACT THE VALUE OF THE NOTES — In addition to the levels of the
Basket Components on any day, the value of the notes will be affected by a number of economic and market factors
that may either offset or magnify each other, including:

. the expected volatility of the Basket Components;

o the time to maturity of the notes;

. whether a Knock-Out Event has occurred; .t
. whether interest will be paid in future Interest Periods;

. the dividend rate on the equmésecuntles underlying the S&P 500® Index and the Dow Jones EURO STOXX 50°®
Index and held by the iShares® MSCI Emerging Markets Index Fund (while not paid to holders of the notes,
divided payments on the equity securities underlying the S&P 500® Index and the Dow Jones EURO STOXX 50®
Index and included in the iShares® MSCI Emergmg Markets Index Fund may influence the levels of the S&P
500%Index and the Dow Jones EURO STOXX 50® Index or price of shares of the |Shares MSCI Emerging
Markets Index Fund as applicable, and the market value of options on the S&P 500® Index, the Dow Jones
E#RO ST(;XX 50® Index and the iShares® MSCI Emerging Markets Index Fund and therefore affect the value of "’
the notes);

. interest and yield rates in the market generally as well as in each of the markets of the equity securities {
composing the Basket Components; I
o the occurrence of certain events to the iShares® MSCI Emerging Markets Index Fund that may or may not
require an adjustment to the Share Adjustment Factor;
. economic, financial, political, regulatory or judicial events that affect the equity securities composing the
Basket Components or stock markets generally and which may affect the Basket Return;
. the exchange rate and the volatility of the exchange rate between the U.S. dollar and each of the currencies in

which the equity securities composmg the Basket Components are traded and the correlation between those
rates and the price of the iShares® MSCI Emerging Markets Index Fund; and

. our creditworthiness, including actual or anticipated downgrades in our credit ratings.

e  TRANSFER RESTRICTION — EACH HOLDER AND BENEFICIAL OWNER OF THE NOTES, BY VIRTUE OF PURCHASING THE
NOTES, REPRESENTS AND WARRANTS THAT IT IS A UNITED STATES PERSON AS DEFINED IN SECTION 7701(A)(30) OF THE
INTERNAL REVENUE CODE OF 1986 AS AMENDED, AND AGREES THAT (I) IT WILL NOT TRANSFER, SELL, OFFER, REOFFER OR
OTHERWISE ASSIGN THE NOTES TO ANY PERSON THAT IS NOT A UNITED STATES PERSON AND (11) IT WILL INFORM ANY
TRANSFEREE THAT SUCH TRANSFEREE, BY VIRTUE OF PURCHASING THE NOTES, IS DEEMED TO REPRESENT THAT SUCH
TRANSFEREE IS A UNITED STATES PERSON AND IS BOUND BY THE RESTRICTIONS ON TRANSFERS, SALES, OFFERS,
REOFFERS AND ASSIGNMENTS SET FORTH IN (I) ABOVE.




Hypothetical Examples

What Is the Total Return on the Notes at Maturity Assuming a Range of Performance for the Basket if a Knock-Out Event
Does Not Occur?

The following table illustrates the hypothetical total return at maturity on the notes if a Knock-Out Event does not occur.
The “total return” as used in this term sheet is the number, expressed as a percentage, that results from comparing the
sum of the interest payments and the payment at maturity per $1,000 principal amount note to $1,000. The following
table and examples reflect the Restriking Basket Level of 122.50 if a Knock-Out Event does not occur. The hypothetical
total returns set forth below are for illustrative purposes only and may not be the actual total returns applicable to a
purchaser of the notes. The numbers appearing in the following table and examples have been rounded for ease of

analysis.

Ending Basket Excess Basket

Level Basket Return Return Total Return(1)
200.00 100.00% 77-50% 100.00%
180.00 80.00% 57.50% 80.00%
150.00 50.00% 27.50% 50.00%
130.00 30.00% 7.50% 30.00%
123.00 23.00% 0.50% 23.00%
122.50 22.50% N/A 22.50%
120.00 15.50% N/A 22.50%
115.00 15.00% N/A 22.50%
110.00 10.00% N/A 22.50%
108.00 8.00% N/A 22.50%
107.50 7.50% N/A 22.50%
105.00 5.00% N/A 22.50%
102.50 2.50% N/A 22.50%
100.00 0.00% N/A 22.50%
95.00 -5.00% N/A 22.50%
90.00 -10.00% N/A 22.50%
85.00 -15.00% N/A 22.50%
80.00 -20.00% N/A 22.50%
72.50 -27.50% N/A 22.50%
40.00 -60.00% N/A N/A
20.00 -80.00% N/A N/A
0.00 -100.00% N/A N/A

(1) Because a Knock-Out Event does not occur, the total return reflects, in addition to any payment
at maturity, aggregate interest payments equal to $225 over the term of the notes.

Hypothetical Examples of Amounts Payable at Maturity if a Knock-Out Event Does Not Occur
The following examples illustrate how the total returns set forth in the table above are calculated.

Example 1: A Knock-Out Event does not occur, and the level of the Basket increases from the Starting Basket Level of 100 to
an Ending Basket Level of 130. Because a Knock-Out Event does not occur and the Ending Basket Level of 130 is greater than
the Restriking Basket Level of 122.50, the Excess Basket Return is 7.50% and the investor receives a payment at maturity of
$1,075.00 per $1,000 principal amount note, calculated as follows:

$1,000 + ($1,000 X 7.50%) = $1,075
Accordingly, the investor receives an aggregate amount equal to $1,300 over the term of the notes, including $225 in interest
payments.
Example 2: A Knock-Out Event does not occur, and the level of the Basket increases from the Starting Basket Level of 100 to
an Ending Basket Level of 110. Because a Knock-Out Event does not occur and the Ending Basket Level of 110 is less than the
Restriking Basket Level of 122.50, the investor receives a payment at maturity of $1,000 per $1,000 principal amount note.
Accordingly, the investor receives an aggregate amount equal to $1,225 over the term of the notes, including $225 in interest
payments.

Example 3: A Knock-Out Event does not occur, and the level of the Basket decreases from the Starting Basket Level of 100 to
an Ending Basket Level of 80. Because a Knock-Out Event does not occur and the Ending Basket Level of 80 is less than the
Restriking Basket Level of 122.50, the investor receives a payment at maturity of $1,000 per $1,000 principal amount note.
Accordingly, the investor receives an aggregate amount equal to $1,225 over the term of the notes, including $225 in interest
payments.

What Is the Total Return on the Notes at Maturity Assuming a Range of Performance for the Basket if a Knock-Out Event
Has Occurred?

The table on the following page illustrates the hypothetical total return at maturity on the notes if a Knock-Out Event has
occurred. The “total return” as used in this term sheet is the number, expressed as a percentage, that results from
comparing the sum of the interest payments, if any, and the payment at maturity per $1,000 principal amount note to
$1,000. The following table and examples reflect that the Restriking Basket Level of (a) 107.50 if a Knock-Out Event
occurred during the second Monitoring Period for the first time during the term of the notes and (b) 115 if a Knock-Out
Event occurred during the final Monitoring Period for the first time during the term of the notes. The hypothetical total
returns set forth below are for illustrative purposes only and may not be the actual total returns applicable to a
purclhqser of the notes. The numbers appearing in the following table and examples have been rounded for ease of
analysis.
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Excess Basket Return if Knock- Total Return if Knock-Out Event
Out Event First Occurred in First Occurred in
Second Final First Second Final
Ending Basket Monitoring Monitoring Monitoring Monitoring Monitoring
Basket Level Return Period Period Period Period(1) Period(2)

200.00 100.00% 92.50% 85.00% 100.00% 100.00% 100.00%

180.00 80.00% 72.50% 65.00% 80.00% 80.00% 80.00%

150.00 50.00% 42.50% 35.00% 50.00% 50.00% 50.00%

130.00 30.00% 22.50% 15.00% 30.00% 30.00% 30.00%

123.00 23.00% 15.50% 8.00% 23.00% 23.00% 23.00%

122.50 22.50% 15.00% 7.50% 22.50% 22.50% 22.50%

120.00 20.00% 12.50% 5.00% 20.00% 20.00% 20.00%

115.00 15.00% 7.50% N/A 15.00% 15.00% 15.00%

110.00 10.00% 2.50% N/A 10.00% 10.00% 15.00%

108.00 8.00% 0.50% N/A 8.00% 8.00% 15.00%

107.50 7.50% N/A N/A 7.50% 7.50% 15.00%

105.00 5.00% N/A N/A 5.00% 7.50% 15.00%

102.50 2.50% N/A N/A 2.50% 7.50% 15.00%

100.00 0.00% N/A N/A 0.00% 7.50% 15.00%

95.00 -5.00% N/A N/A -5.00% 2.50% 10.00%

90.00 -10.00% N/A N/A -10.00% -2.50% 5.00%

85.00 -15.00% N/A N/A -15.00% -7.50% 0.00%

80.00 -20.00% N/A N/A -20.00% -12.50% -5.00%

72.50 -27.50% N/A N/A -27.50% -20.00% -12.50% i‘}m

40.00 -60.00% N/A N/A -60.00% -52.50% -45.00% s ¢

20.00 -80.00% N/A N/A -80.00% -72.50% -65.00% ¢

0.00 -100.00% N/A N/A -100.00% -92.50% -85.00% .

(1) Because a Knock-Out Event occurred for the first time during the second Monitoring Period, the total return reflects, in addition to |
any payment at maturity, an interest payment equal to $75 with respect to the first Interest Period only. . . |
(2) Because a Knock-Out Event occurred for the first time during the final Monitoring Period, the total return reflects, in addition to any
payment at maturity, aggregate interest payments equal to%15o with respect to the first and second Interest Periods only.

Hypothetical Examples of Amounts Payable at Maturity if a Knock-Out Event Has Occurred §
The following examples illustrate how the total returns set forth in the table above are calculated. f
Example 1: A Knock-Out Event has occurred for the first time during the final Monitoring Period, and the level of the z

Basket increases from the Starting Basket Level of 100 to an Ending Basket Level of 122.50. Because a Knock-Out Event |
has occurred for the first time durlnﬁ the final Monitoring Period and the Ending Basket Level of 122.50 is greater than
the Restriking Basket Level of 115, the Excess Basket Return is 7.50% and the investor receives a payment at maturity of
$75 per $1,000 principal amounf note, calculated as follows:

$1,000 + ($1,000 x 7.50%) = $1,075
Because a Knock-Out Event has occurred for the first time during the final Monitoring Period, no interest is paid after the
second Interest Period. Accordingly, the investor receives an aggregate amount equal to $1,225 over the term of the
notes, including $150 in interest payments with respect to the first and second Interest Periods.
Example 2: A Knock-Out Event has occurred for the first time during the final Monitoring Period, and the level of the
Basket decreases from the Starting Basket Level of 100 to an Ending Basket Level of 95. Because a Knock-Out Event has
occurred for the first time during the final Monitoring Period and the Ending Basket Level of 95 is less than the Starting

fBahc,ket Level of 100, the investor receives a payment at maturity of $950 per $1,000 principal amount note, calculated as
ollows:

|

$1,000 + ($1,000 x -5%) = $950
Because a Knock-Out Event has occurred for the first time during the final Monitoring Period, no interest is paid after the
second Interest Period. Accordingly, the investor receives an aggregate amount equal to $1,100 over the term of the
notes, including $150 in interest payments with respect to the first and second Interest Periods.
Example 3: A Knock-Out Event has occurred for the first time during the final Monitoring Period, and the level of the
Basket decreases from the Starting Basket Level of 100 to an Ending Basket Level of 80. Because a Knock-Out Event has
occurred for the first time during the final Monitoring Period and the Ending Basket Level of 80 is less than the Starting
Basket Level of 100, the Basket Return is -20% and the investor receives a payment at maturity of $8o0 per $1,000
principal amount note, calculated as follows:

$1,000 + ($1,000 x -20%) = $800
Because a Knock-Out Event has occurred for the first time during the final Monitoring Period, no interest is paid after the

second Interest Period. Accordingly, the investor receives an aggregate amount equal to $950 over the term of the notes,
including $150 in interest payments with respect to the first and second Interest Periods.

Example 4: A Knock-Out Event has occurred for the first time during the second Monitoring Period, and the level of the ‘
Basket increases from the Starting Basket Level of 100 to an Ending Basket Level of 110. Because a Knock-Out Event has )
occurred for the first time during the second Monitoring Period and the Ending Basket Level of 110 is greater than the k
Restriking Basket Level of 107.50, the Excess Basket Return is 2.50%, the investor receives a payment at maturity of

$1,025 per $1,000 principal amount note, calculated as follows: -
$1,000 + ($1,000 x 2.50%) = $1,025

Because a Knock-Out Event has occurred for the first time during the second Monitoring Period, no interest is paid after

the first Interest Period. Accordingly, the investor receives an aﬁgrggate amount equal to $1,100 over the term of the

notes, including the $75 interest payment paid with respect to the first Interest Period.

Example 5: A Knock-Out Event has occurred for the first time during the second Monitoring Period, and the level of the

Basket decreases from the Starting Basket Level of 100 to an Ending Basket Level of 9o. Because a Knock-Out Event has

occurred for the first time during the second Monitoring Period and the Ending Basket Level of 9o is less than the

St?rtlln% %askefzt lI[evel of 100, the investor receives a payment at maturity of $900 per $1,000 principal amount note,

calculated as follows:

$1,000 + ($1,000 x -10%) = $900
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Because a Knock-Out Event has occurred for the first time during the second Monitoring Period, no interest is paid after
the first Interest Period. Accordingly, the investor receives an aggregate amount equal to $975 over the term of the
notes, including $75 in interest payments with respect to the first Interest Period.

Example 6: A Knock-Out Event has occurred du.rin%the first Monitoring Period, and the level of the Basket decreases
from the Starting Basket Level of 100 to an Ending Basket Level of 80. Because a Knock-Out Event has occurred in the
first Monitoring Period and the Ending Basket Level of 89 is less than the Starting Basket Level, the Basket Return is -
20% and the investor receives a payment at maturity of $800 per $1,000 principal amount note, calculated as follows:

$1,000 + ($1,000 x -20%) = $800
Because a Knock-Out Event has occurred during the first Monitoring Period, no interest is paid over the term of the notes.

Historical Information

The following graphs show the historical weekly performance of the S&P 500® Index and the Dow Jones EURO STOXX 50®
Index from January 3, 2003 through May 9, 2008, the historical weekly performance of the iShares® MSCI Emerging Markets
Index Fund from April 11, 2003 through May 9, 2008 as well as the Basket as a whole from April 11, 2003 through May 9,
2008. The graph of the historical Basket performance assumes the Basket level on April 11, 2003 was 100 and the
Component Weightings specified on the cover of this term sheet on that date. The Index closing level of the S&P 500® Index
on May 12, 2008 was 1403.58. The closing price of one share of the iShares® MSCI Emerging Markets Index Fund on May 12,
2008 was $148.89. The Index closing level of the Dow Jones EURO STOXX 50® Index on May 12, 2008 was 3812.69.

We obtained the Index closing levels and closing prices below from Bloomberg Financial Markets. We make no
representation or warranty as to the accuracy or completeness of information obtained from Bloomberg Financial Markets.
The historical levels of each Basket Component and of the Basket should not be taken as an indication of future
performance, and no assurance can be given as to the Index closing level or closing price of any Basket Component on the
Observation Date or any trading day during the Monitoring Period. We cannot give you assurance that the performance of
the Basket Components will result in the return of any of your initial investment.

Historical Performance of the S&P 500° Index Historical Performance of the
iShares® MSCI Emerging Markets Index
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