
UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549-4561 

Martin P. Dunn 
O'Melveny & Myers LLP 
1625 Eye Street, NW 
Washington, DC 20006-4001 

Re: JPMorgan Chase & Co. 
Incoming letter dated January 10, 2011 

Dear Mr. Dunn: 

February 17, 2011 

This is in response to your letter dated January 10, 2011 concerning the 
shareholder proposal submitted to JPMorgan Chase by the Sisters of Charity of Saint 
Elizabeth; the Marianist Province of the United States; Providence Trust; the Sisters of 
St. Dominic of Caldwell, NJ; the Maryknoll Sisters of St. Dominic, Inc.; the Maryknoll 
Fathers and Brothers; the Benedictine Sisters of Virginia; and the Sisters of St. Francis of 
Philadelphia. Our response is.attached to the enclosed photocopy of your 
correspondence. By doing this, we avoid having to recite or summarize the facts set forth 
in the correspondence. Copies of all of the correspondence also will be provided to the 
proponents. 

In connection with this matter,·your attention is directed to the enclosure, which 
sets forth a brief discussion of the Division's informal procedures regarding shareholder 
proposals. 

Enclosures 

cc: Sister Barbara Aires, S.C. 
Coordinator of Corporate Responsibility 
The Sisters of Charity of Saint Elizabeth 
P.O. Box476 
Convent Station, NJ 07961-0476 

. Sincerely, 

Gregory S. Belliston 
Special Counsel 
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Myles McCabe 
Director of Peace and Justice 
Marianist Province of the United States 
4425 West Pine Boulevard 
St. Louis, MO 63108-2301 

Sister Ramona Bezner, CDP 
Trustee/ Administrator 
Providence Trust 
515 SW 24th Street 
San Antonio, TX 78207-4619 

Patricia A. Daly, OP 
Corporate Responsibility Representative 
Sisters of St. Dominic of Caldwell, New Jersey 
Office of Corporate Responsibility 
40 South Fullerton Ave. 
Montclair, NJ 07042 

Catherine Rowan 
Corporate Social Responsibility Coordinator 
Maryknoll Sisters 
P.O.Box311 
Maryknoll, NY 10545-0311 

Father Joseph P. La Mar, M.M 
Coordinator of Corporate Responsibility 
Maryknoll Fathers and Brothers 
PO Box 305 
Maryknoll, NY 10545-0305 

Sister Henry Marie Zimmermann, OSB 
Treasurer 
Benedictine Sisters of Virginia 
Saint Benedict Monastery 
9535 Linton Hall Road 
Bristow, VA 20136-1217 

Nora M. Nash, OSF 
Director, Corporate Social Responsibility 
The Sisters of St. Francis of Philadelphia 
609 South Convent Road 
Aston, PA 10914-1207 



Response of the Office of Chief Counsel 

Division of Corporation Finance 

Re: JPMorgan Chase & Co. 
Incoming letter dated January 10, 2011 

February 17, 2011 

The proposal requests that the board report to shareholders "the risk management 
structure, staffing and reporting lines of the institution and how it is integrated into their 
business model and across all the operations of the company's business lines." 

There appears to be some basis for your view thatJPMorgan Chase may exclude 
the proposal under rule 14a-8(i)(7), as relating to JPMorgan Chase's ordinary business 
operations. We note that the proposal relates to the manner in which JPMorgan Chase 
manages risk. We further note that the proposal addresses matters beyond the board's 
role in the oversight of JPMorgan Chase's management of risk. Accordingly, we will not 
recommend enforcement action to the Commission if JPMorgan Chase omits the 
proposal from its proxy materials in reliance on rule 14a-8(i)(7). In reaching this 
position, we have not found it necessary to address the alternative basis for omission 
upon which JPMorgan Chase relies. 

Sincerely, 

Robert Errett 
Attorney-Adviser 



, DIVISION OF CORPORATION FINANCE 

INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS 

. The Division of Corporation Fin�ce believes that its responsibility with respect to 
matters arising under Rule 14a-8 [ 17 CPR 240. l 4a-8], as with other matters under. the proxy

rules, is to aid those who must comply with the rule by offering informal advice and suggestions 
_' and to determine, initially, whether or not it may be appropriate in a particular matter to 

recommend enforcement action to the Commission. In connection with a shareholder proposal 
under Rule 14a-8, the Division's staff considers the information furnished to it by the Company 
m support of its intention to exclude the proposals from the Company's proxy materials, as well 
as any information furnished by the proponent or the proponent's representative. 

Although Rule 14a-8(k) does not require any communications from shareholders to the 
Commission's staff, the staff will always consider information concerning alleged violations of 
the statutes administered by the Commission, including argument as to whether or not activities 
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff 
of such information, however, should not be construed as changing the staff's informal 
procedures and proxy review into a formal or adversary procedure; 

It is important to·note that the staffs and Commission's no-action responses to 
Rule 14a-80) submissions reflect only informal views. The determinations.reached in these no
action letters do not and cannot adjudicate the merits of a company's position with respect to the 
proposal. Only a court such as a U.S. District Court can decide whether a company is obligated 
to include shareholder proposals in its proxy materials. Accordingly a discretionary 
determination notto recommend or take Commission enforcement action, does not preclude a 
proponent,- or any shareholder of a company, from pursuing any rights he or she may have against 
the company in court, should the management omit the proposal from the company's proxy 
material. 
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VIA E-MAIL (slutreholderproposals@sec.gov) 

Office of Chief Counsel 
Division of Corporation Finance 
U.S. Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549 

Re: JPMorgan Chase & Co. 
Shareholder Proposal of Sisters of Charity of Saint Elizabeth, et al. 
Securities Exchange Act of 1934 Rule 14a-8 

Dear Ladies and Gentlemen: 

Nl·:W YORK 

SAN FRA CISCO 

SIIA ·c11At 

SILICON ALLEY 

SINGAPORE 

TOKYO 

1934 Act/Rule 14a-8 

We submit this letter on behalf of our client JPMorgan Chase & Co., a Delaware 
corporation (the "Company'1, which requests confirmation that the staff (the "Staff1 of the 
Division of Corporation Finance of the U.S. Securities and Exchange Commission (the 
"Commission'1 will not recommend enforcement action to the Commission if, in reliance on 
Rule 14a-8 under the Securities Exchange Act of 1934 (the "Exchange Act"), the Company 
omits the enclosed shareholder proposal (the "Proposal'1 and supporting statement (the 
"Supporting Statement'1 submitted by the Sisters of Charity of Saint Elizabeth, the Marianist 
Province of the United States, the Providence Trust, the Sisters of St. Dominic of Caldwell, NJ, 
the Maryknoll Sisters of St. Dominic, Inc., the Maryknoll Fathers and Brothers, the Benedictine 
Sisters of Virginia, and the Sisters of St. Franci of Philadelphia (collectively, the "Proponent'1 
from the Company's proxy materials for its 2011 Annual Meeting of Shareholders (the "2011

Proxy Materials"). 

Pursuant to Rule 14a-8U) under the Exchange Act, we have: 

• filed this letter with the Commission no later than eighty (80) calendar days before the
Company intends to file its definitive 2011 Proxy Materials with the Commission; and

• concurrently sent copies of this correspondence to the Proponent's representative, Sister
Barbara Aires, SC of the Sisters of Charity of Saint Elizabeth.



O'MELVENY & MYERS LU' 

Securities and Exchange Commission -- January I 0, 2011 
Page 2 

A copy of the Proposal and Supporting Statement, the Proponent's cover letter submitting the 
Proposal, and other correspondence relating to the Proposal are attached hereto as Exhibit A. 

I. SUMMARY OF THE PROPOSAL

On November 30, 2010, the Company received a letter from the Sisters of Charity of
Saint Elizabeth containing the Proposal for inclusion in the Company's 2011 Proxy Materials. 
The Proposal reads as follows: 

"BE IT RESOLVED that the Board of Directors report to shareholders (at 
reasonable cost and omitting proprietary information) by December 1, 2011, the 
risk management structure, staffing and reporting lines of the institution and how 
it is integrated into their business model and across all the operations of the 
company's business lines." 

II. EXCLUSION OF THE PROPOSAL

A. Bases for Exclusion of the Proposal

As discussed more fully below, the Company believes that it may properly omit the 
Proposal from its 2011 Proxy Materials in reliance on the following paragraphs of Rule 14a-8: 

• Rule 14a-8(i)(7), as the Proposal deals with matters relating to the Company's ordinary
business operations; and

• Rule 14a-8(i)(l0), as the Company has substantially implemented the Proposal.

B. The Proposal May Be Excluded in Reliance on Rule 14a-8(i)(7) because it
Deals With Matters Relating to the Company's Ordinary Business Operations

A company is permitted to omit a shareholder proposal from its proxy materials under 
Rule 14a-8(i)(7) if the proposal deals with a matter relating to the company's ordinary business 
operations. In Commission Release No. 34-40018 (May 21, 1998) (the "1998 Release"), the 
Commission stated that the underlying policy of the "ordinary business" exception is "to confine 
the resolution of ordinary business problems to management and the board of directors, since it is 
impracticable for shareholders to decide how to solve such problems at an annual shareholders 
meeting." The Commission further stated in the 1998 Release that this general policy rests on 
two central considerations. The first is that "[ c ]ertain tasks are so fundamental to management's 
ability to run a company on a day-to-day basis that they could not, as a practical matter, be 
subject to direct shareholder oversight." The second consideration relates to "the degree to 
which the proposal seeks to 'micro-manage' the company by probing too deeply into matters of a 
complex nature upon which shareholders, as a group, would not be in a position to make an 
informed judgment." The fact that a proposal seeks a report from a company's board of directors 
(instead of a direct action) is immaterial to these determinations -- a shareholder proposal that 
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calls on the board of directors to issue a report to shareholders is excludable under Rule 
14a-8(i)(7) as relating to an ordinary business matter if the subject matter of the report relates to 
the company's ordinary business operations. See Release No. 34-20091 (August 16, 1983). 
Importantly, with regard to the first basis for the "ordinary business" matters exception, the 
Commission also stated that "proposals relating to such matters but focusing on sufficiently 
significant social policy issues (e.g., significant discrimination matters) generally would not be 
considered to be excludable, because the proposals would transcend the day-to-day business 
matters and raise policy issues so significant that it would be appropriate for a shareholder vote." 

In Staff Legal Bulletin No. 14E (October 27, 2009) ("SLB 14E''), the Staff set forth a 
new position regarding its analysis of proposals seeking reports regarding risk-related matters for 
purposes of Rule 14a-8(i)(7). In SLB 14E, the Staff stated that it would evaluate these proposals 
by looking to the subject matter of the report to determine "whether the underlying subject 
matter of the risk evaluation involves a matter of ordinary business to the company." As 
discussed below, the Proposal clearly relates to the Company's ordinary business operations as it 
addresses the Company's general risk management matters. 

For financial services firms such as the Company, risk management is a daily and 
continuous practice that is an inherent part of the Company's day-to-day operations. Thus, the 
subject matter of the Proposal, which requests a report on the Company's risk management 
structure "and how it is integrated into [its] business model and across all the operations of the 
company's business lines," involves a matter of ordinary business to the Company. While SLB 
14E indicates that "a proposal that focuses on the board's role in the oversight of a company's 
management of risk may transcend the day-to-day business matters of a company and raise 
policy issues so significant that it would be appropriate for a shareholder vote," the Proposal 
does not focus on the board's role in managing risk; indeed, the Proposal (including the 
supporting statement) mentions the Company's Board of Directors only when it asks that the 
Board issue the report. The Proposal and Supporting Statement do not relate to the Board's role 
in risk management -- both make no mention of this subject. Rather, the Proposal relates solely 
to "the risk management structure, staffing and reporting lines of the institution and how it is 
integrated into [the Company's] business model and across all operations of the [C]ompany's 
business lines." Accordingly, the Proposal relates to the Company's ordinary business 
operations and, consistent with the Staff's statements in SLB 14E, the subject matter of the 
Proposal does not "transcend the day-to-day business matters" of the Company. 

The Staff has on several occasions permitted the exclusion of shareholder proposals that 
related to a company's general risk management matters. See, e.g., McDonald's Corp. (January 
28, 2008, reconsideration denied March 3, 2008) (concurring in the omission of a proposal 
requesting that the board implement a "comprehensive risk strategy" as relating to its ordinary 
business activities); Motorola Inc. (January 7, 2008) (same); McDonald's Corp. (March 14, 
2006) (same); The Mead Corporation (January 31, 2001) (concurring in the omission of a 
proposal concerning the company's liability projection methodology and evaluation of risk as 
relating to its ordinary business activities). As discussed above, the Staffs position in SLB 14E 
did not alter the position set forth in these no-action responses. 
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Even if the Staff were to take the view that the Proposal relates in part to the significant 
social policy issue of the Board's role in the oversight of the Company's management of risk, the 
Proposal may be properly excluded, as it relates to the significantly broader range of matters 
relating to "the risk management stmcture, staffing and reporting lines of the institution and how 
it is integrated into [the Company's] business model." Accordingly, the exclusion of the 
Proposal would continue to be consistent with prior Staff positions, as the Staff has expressed the 
view that proposals relating to both ordinary business matters and significant social policy issues 
may be excluded in their entirety in reliance on Rule 14a-8(i)(7). See JPMorgan Chase & Co. 

(February 25, 2010) (concurring in the exclusion of a proposal relating to compensation that may 
be paid to employees and senior executive officers and directors in reliance on Rule 14a-8(i)(7) 
because it concerned general employee compensation matters); General Electric Company 

(Febmary 3, 2005) ( concurring in the exclusion of a proposal intended to address "offshoring" 
and requesting a statement relating to any planned job cuts or offshore relocation activities in 
reliance on Rule 14a-8(i)(7) because it related to the company's ordinary business operations 
(i.e., management of the workforce)); Wal-Mart Stores, Inc. (March 15, 1999) (concurring in the 
exclusion of a proposal requesting a report on company's actions to ensure that it does not 
purchase from suppliers who manufacture items using forced labor, convict labor, child labor or 
who fail to comply with laws protecting employees' rights in reliance on Rule 14a-8(i)(7) 
because "paragraph 3 of the description of matters to be included in the report relates to ordinary 
business operations"). See also, General Electric Company (February 10, 2000) ( concurring in 
the exclusion of a proposal relating to the discontinuation of an accounting method and use of 
funds related to an executive compensation program in reliance on Rule 14a-8(i)(7) as dealing 
with both the significant poficy issue of senior executive compensation and the ordinary business 
matter of choice of accounting method). 

Based on the foregoing analysis, the Company believes that it may properly omit the 
Proposal and Supporting Statement from its 2011 Proxy Materials in reliance on Rule 
14a-8(i)(7). 

C. The Proposal May Be Excluded in Reliance on Rule 14a-8(i)(10) because the

Company has Substantially Implemented the Proposal Through its Form 10-K

and Form 10-Q Filings

Rule 14a-8(i)(l0) permits a company to exclude a proposal from its proxy materials if the 
company "has already substantially implemented the proposal," which does not require a 
proposal to be implemented in full or precisely as presented. See Release No. 34-20091 (August 
16, 1983). The exclusion set forth in Rule 14a-8(i)(10) is "designed to avoid the possibility of 
shareholders having to consider matters which already have been favorably acted upon by 
management." See Exchange Act Release No. 12598 (July 7, 1976) (regarding the predecessor 
rule to Rule 14a-8(i)(l0)). The Staff has stated that a proposal is considered substantially 
implemented when the company's practices are deemed consistent with the "intent of the 
proposal." See Aluminum Company of America (January 16, 1996). Similarly, the Staff has 
declared that a proposal is substantially implemented if the company's "policies, practices and 
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procedures compare favorably with the guidelines of the proposal." See Texaco, Inc. (March 28, 
1991). Accordingly, even if a company has not implemented every detail of a proposal, the 
proposal may still be excluded provided that the company has substantially implemented it. 

The Staff has consistently concurred with the view that a company may omit a proposal 
because it has been substantially implemented through compliance with applicable laws and 
regulations. See, e.g., Verizon Communications Inc. (February 21, 2007) (concurring in the 
omission of a proposal that company disclose the relationship between each independent director 
and the company considered by the board when determining each such director's independence 
as substantially implemented because Item 407 of Regulation S-K requires disclosure of the 
independence of director nominees and the transactions considered by the board in reaching that 
conclusion); Eastman Kodak Co. (February 1, 1991) (concurring in the omission of a proposal 
that company disclose in annual report all fines paid for violating environmental laws as 
substantially implemented because Item 103 of Regulation S-K requires disclosure of all fines 
exceeding $100,000). See also King Pharmaceuticals Inc. (March 17, 2010) (concurring in the 
omission of a proposal that board amend the company's bylaws to give holders of 10% of 
company's common stock power to call special shareholder meetings as substantially 
implemented because under relevant state law 10% shareholders already have authority to call 
special meetings); Johnson & Johnson (February 17, 2006) (concurring in the omission of a 
proposal that required the company to verify employment eligibility of current and future 
employees and to terminate any employee not authorized to work in the United States as 
substantially implemented because the company already was required to take such actions under 
federal law). 

Here, the Proposal calls for the Board of Directors to report to shareholders "the risk 
management structure, staffing and reporting lines of the institution and how it is integrated into 
the Company's business model." The Commission's rules already require the Company to 
provide significant disclosure regarding its risk management structure and practices in its 
periodic reports filed under the Exchange Act, and the Company does, in fact, provide that 
disclosure. The Commission's guidance under Item 303 of Regulation S-K, Management's 
Discussion and Analysis of Financial Condition and Results of Operations ("MD&A"), makes 
clear that the company's risk management should be addressed in the MD&A. For example, the 
Commission has stated that the MD&A should "provide insight into material opportunities, 
challenges and risks, such as those presented by known material trends and uncertainties, on 
which the company's executives are most focused for both the short and long term, as well as the 
actions they are taking to address these opportunities, challenges and risks." Exchange Act 
Release No. 48960, Commission Guidance Regarding Management's Discussion and Analysis of 
Financial Condition and Results of Operations (December 19, 2003). Furthermore, Item 305 of 
Regulation S-K expressly requires both quantitative and qualitative information about market 
risks, including how the risks are managed. 

Accordingly, in the Company's Annual Report on Form 10-K for the fiscal year ended 
December 31, 2009 ("2009 Form 10-K"), the Company addressed in detail its risk management 
structure and the operation of that structure under the captions "Risk Management," "Liquidity 
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Risk Management," "Credit Risk Management," "Wholesale Credit Portfolio," "Consumer 
Credit Portfolio," "Allowance for Credit Losses," and "Market Risk Management" and this 
disclosure was updated in the Company's subsequently-filed Quarterly Reports on Form 10-Q. 
We have included copies of the relevant portions of the 2009 Form 10-K, which total 39 pages of 
disclosure on the Company's risk management structure and operations, as Exhibit B to this 
letter. 

Based on the substantial disclosure that the Company has made as to its risk management 
structure and practices, the information that would be included in the report requested in the 
Proposal has already been substantially provided to shareholders and therefore the Proposal has 
been substantially implemented. Accordingly, the Company believes it may properly omit the 
Proposal and Supporting Statement from its 2011 Proxy Materials in reliance on Rule 
l 4a-8( i)( 10).

III. CONCLUSION

For the reasons discussed above, the Company believes that it may properly omit the
Proposal and Supporting Statement from its 201 l Proxy Materials in reliance on Rule 14a-8. As 
such, we respectfully request that the Staff concur with the Company's view and not recommend 
enforcement action to the Commission if the Company omits the Proposal from its 2011 Proxy 
Materials. 

If we can be of further assistance in this matter, please do not hesitate to contact me at 
(202) 383-5418.

Attachments 

cc: Sister Barbara Aires, SC 
Sisters of Charity of Saint Elizabeth 

Anthony Horan, Esq. 
Corporate Secretary 
JPMorgan Chase & Co. 

Martin P. Dunn 
of O'Melveny & Myers LLP 



EXHIBIT A 

Shareholder Submitted by 

THE SISTERS OF CHARITY, ET AL. 



November 24, 2010 

Mr. James Dimon. CEO 
J.P. Morgan Chase & Co. 
270 Park A venue 
New York, NY 10017-2070 

Dear Mr. Dimon, 

RECEIVEO BY Y�E

Atf"/ !II): 3 0 2010

OFFICE OF 1HE sc,-.., '-"'"ETtl.RY 

The Sisters of Charity of Saint Elizabeth continue to be concerned about risk management in the 
operation of JPMC's financial services and its impact on the financial system. We believe the 
global financial crisis requires major changes in practices by our Company. Therefore, the 
Sisters of Charity of Saint Elizabeth request the Board of Directors to report to shareholders risk 
management structures and reporting lines as described in the attached proposal. 

·me Sisters of Charity of Saint Elizabeth are beneficial owners of 200 shares of stock. Under
separate cover, you will receive proof of ownership. We will retain shares through the annual
meeting.

I have been authorized to notify you of our intention to file this resolution for consideration by 
the stockholders at the next annual meeting and I hereby submil it for inclusion in the proxy 
statement, in accordance with rule l 4a-8 of the General Rules and Regulations of the Securities 
Act of 1934. 

If you should, for any reason, desire to oppose the adoption of this proposal by the stockholders, 
please include in the corporation's proxy ma1.erial the attached statement of the security holder, 
submitted in support of this proposal, as required by the aforesaid rules and regulations. 

Sincerely, 

�4-�� 
Sister Barbara Aires, SC 
Coordinator of Corporate Responsibility 

Enc 
SBA/an 

I l.,11 •,, 

ca 

Ii 

•'· 



Restore Confidence in the Financial System 
2011 - JPMorgan Chase 

WHEREAS, the Securities and Exchange Commission is proposing the reinstatement of a rule that was 
eliminated in 1994, that would require companies to report each quarter their average daily or monthly 
amount of outstanding short-term debt, the maximum level of those borrowings and their weighted 
average interest rate. 

WHEREAS, Mary Schapiro, Chair of the SEC, has commented that: "Under these proposals, investors 
would have better information about a company's financing activities during the course of a reporting 
period - not just a period-end snapshot," and "With this information, investors would be better able to 
evaluate the company's ongoing liquidity and leverage risks." (Opening Statement, SEC Open Meeting, 
September 17, 2010) 

WHEREAS, data compiled by Bloomberg <http://www.bloombero.cominews/2010-i 1-10Iwa11-s·reet
coliects-4-billior.-from-taxpayers-as-swaps-backfire.html> states that: "For more than a decade, banks 
and insurance companies convinced governments and nonprofits (e.g., Bay Area Toll Authority in 
Oakland, CA, Cornell University in Ithaca, NY) that financial engineering would lower interest rates on 
bonds sold for public projects such as roads, bridges and schools." That has cost these entities "more 
than $4 billion". 

WHEREAS, the US government found it necessary to commit more than $700 billion to the Troubled 
Assets Relief Program in 2009 to prevent a complete meltdown of the financial system. Our company 
received $25b of TARP funds and continues to be ranked as a significant systemic financial institution. 

WHEREAS, excessive risk-taking by large financial institutions was a key contributor to the scale and 
severity of the recent recession; 

WHEREAS, the International Monetary Fund reported that advanced economies pledged $10 trillion in 
financial sector support - equivalent to 30% of 2009 World GDP; 

BE fT RESOLVED that the Board of Directors report to shareholders (at reasonable cost and omitting 
proprietary information) by December 1, 2011, the risk management structure, staffing and reporting lines 
of the institution and how it is integrated into their business model and across all the operations of the 
company's business lines. 

Supporting Statement: Restoring public trust and confidence in the financial system and in the 
corporations and institutions that operate in the financial services sector will not be accomplished alone 
by the Dodd-Frank financial reform legislation, which was signed into law in July 2010. unless it is 
accompanied by greater transparency and accountability across the sector. 

The proponents of thls resolution have discussed with the Company the issue of risk management, 
including the structure and processes that are in place to protect the institution, its clients and customers 
and financial system as a whole through counterparty exposure. This has included discussions about the 
suitability of innovative tools and mechanisms and boutique services that are offered in business 
operations between lenders. borrowers, dealers, underwriters and investors ln both individual institutions 
and across the industry. Continuous monitoring, testing and strenuous evaluation of these instruments for 
soundness, suitability, integrity and safety is needed and can be advanced through the adoption of this 
resolution. 



November 24, 2010 

Securities and Exchange Commission 
Judiciary Plaza 
450 Fifth Street, N.W. 
Washington, DC 20549 

Dear Madam/Sir: 

Enclosed is a copy of the stockholder's resolution and accompanying statement which 
we, as stockholders in J.P. Morgan Chase, have asked to be included in the 2010 proxy 
statement. 

Also, enclosed is a copy of the cover letter Mr. James Dimon, CEO of J.P. Morgan Chase 
&Company. 

Sincerely, 

Sister Barbara Aires, S.C. 
Coordinator of Corporate Responsibility 

Encs 

SBA/an 
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November 24, 2010 

Mr. James Dimon 
Chair & CEO 
J.P. Morgan Chase & Co. 
270 Park Avenue 
New York, NY 10017-2070 

RE: The Sisters of Charity of Saint Eiizabeth 

Dear Mr. Dimon, 

/5� ;e:H�I:, St?(\(' .. s�,:e 600 

5a't F"'"�r� \<.�. ':J... 94 "' :: 

This letter along with the enclosed asset detail shall serve as proof of beneficial ownership 
of 200 shares of J.P. Morgan Chase & Company for The Sisters of Charity of Saint Elizabeth. 
These shares have been held for one year and will be retained through the annual meeting. 

If you should have any questions or require additional information, please do not hesitate 
to contact me. 

s:7rely, 

J.�et
M�nager Investment Performance Analysis 
Ashfield Capital Partners, LLC 
415.391.4747 

CC: Sister Barbara Aires 



- - - - - - - - - - - - - - - - - - - - -
Page 12 redacted for the following reason: 
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The Morianists 

Anthony J. Horan, Corporate Secretary 
Jr Morgan Chase & Co. 
270 Pork A venue 
New York, New York 100 °17-2070 

Dear Mr. Horan: 

November 29, 2010 

Sent Via FedEx 

RECEIVED BY THE 

NOV 3 0 2010 

OFFICE OF THE SECRETARY 

I am writing you on behalf of the Marianist Province of the United States in support of the 
.stockholder resolution on Restore Confidence in the FinanciaJ System. ln brief, the proposal requests 
that the Board of Directors report to shareholders (at reasonable cost and omitting proprietary 
information) by December 1, 20·11, the risk management structure, staffing and reporting lines of the 
institution and how it is integrated into their business model and across all the operations of the 
company's business lines. 

I am hereby authorized to notify you of our intention to co-file this shareholder proposal with the 
Sisters of Charity of St. Elizabeth for consideration and action by the shareholders a.t the 2011 Annual 
:vteeting. I hereby submit it for inclusion in the proxy statement for consideration and action by tlw 
shareholders at the 2011 annual meeting in accordance with Rule 14-a-8 of the General Rules and 
Regulations of the Securitjcs and Exchange Act of 1934. A representative of the shareholders will 
11ttend the annual meeting to move the resolution as required by SEC rules. 

We arc the owners of more the $2000 in shares of JP Morgan Chase & Co. stock and intend to hold tht' 
stock tlu-ough the date of the 2011 Alu1ual Meeting. Verification of ownership will follow. 

We truly hope that the company will be willing to dialogue with the filers about this proposal. Please 
note that the contact person for this resolution/proposal will be: Sr. B.irbara .Aires at Telephone: 973-
190-5402.

Sincerely, 

l)a-/Jrir··�
Myles McCabe 
Director of Peace and Justice 
Mari,mist Province of the United States 

Enclosure: 2011 Shareholder Resolution - Restore Confidence in the Financial System 

4425 We�t Pine Boulevard SI. Louis, Mi5souri 631 08-230 i 314.533. l 207 314.53:l.0778 fox 



Restore Confidence in the Financial System 
2011 - JPMorgan Chase 

WHEREAS, the Securities and Exchange Commission is proposing the reinstatement of a rule that was 
eliminated in 1994, that would require companies to report each quarter their average daily or monthly amount 
of outstanding short-term debt. the maximum level of those borrowings and their weighted average interest rate. 

WHEREAS, Mary Schapiro, Chair of the SEC, has commented that: "Under these proposals, investors would 
have better information about a company's financing activities during the course of a reporting period - not just 
a period-end snapshot," and "With this information, investors would be better able to evaluate the company's 
ongoing liquidity and leverage risks." (Opening Statement, SEC Open Meeting, September 17, 2010) 

WHEREAS, data compiled by Bloomberg <http:l/www,bloomberq.com/news/2010-11-1 0/wall-street-collects-4-
billion-from-taxpayers-as-swaps-backfire.html> states that: "For more than a decade, banks and insurance 
companies convinced governments and nonprofits (e.g., Bay Area Toll Authority in Oakland, CA, Cornell 
University in Ithaca, NY) that financial engineering would lower interest rates on bonds sold for public projects 
such as roads, bridges and schools." That has cost these entities "more than $4 billion". 

WHEREAS, the US government found it necessary to commit more than $700 billion to the Troubled Assets 
Relief Program in 2009 to prevent a complete meltdown of the financial system. Our company received $25b of 
TARP funds and continues to be ranked as a significant systemic financial institution. 

WHEREAS, excessive risk-taking by large financial institutions was a key contributor to the scale and severity of 
the recent recession; 

WHEREAS, the International Monetary Fund reported that advanced economies pledged $10 trillion in financial 
sector support - equivalent to 30% of 2009 World GDP; 

BE IT RESOLVED that the Board of Directors report to shareholders (at reasonable cost and omitting 
proprietary information) by December 1, 2011, the risk management structure, staffing and reporting lines of the 
institution and how it is integrated into their business model and across all the operations of the company's 
business lines. 

Supporting Statement: Restoring public trust and confidence in the financial system and in the corporations 
and institutions that operate in the financial services sector will not be accomplished alone by the Dood-Frank 
financial reform legislation, which was signed into law in July 2010, unless it is accompanied by greater 
transparency and accountability across the sector. 

The proponents of this resolution have discussed with the Company the issue of risk management, including the 
structure and processes that are in place to protect the institution, its clients and customers and financial system 
as a whole through counterparty exposure. This has included discussions about the suitability of innovative tools 
and mechanisms and boutique services that are offered in business operations between fenders, borrowers. 
dealers, underwriters and investors in both individual institutions and across the industry. Continuous 
monitoring, testing and strenuous evaluation of these instruments for soundness, suitability, integrity and safety 
is needed and can be advanced through the adoption of this resolution. 



Providence Trust 
515 SW 24th Street San Antonio, TX 78207-4619 

November 29,, 2010 

Anthony J. Horan 
Corporate Secretary 
JP Morgan Chase & Co. 
270 Park Avenue 
New York, New York 10017-2070 

Dear Mr. Horan: 

RE.CElVED SY THE. 

NO\J 3 0 7.0iG

I am writing you on behalf of PROVIDENCE TRUST in support of the stockholder 
resolution on Restore Confidence in the Financial System. In brief, the proposal 
requests that the Board of Directors report to shareholders (at reasonable cost and 
omitting proprietary information) by December 1, 2011, the risk management 
structure, staffing and reporting lines of the institution and how it is integrated into 
their business model and across all the operations of the company's business lines. 

I am hereby authorized to notify you of our intention to co-file this shareholder 
proposal with the Sisters of Charity of St. Elizabeth for consideration and action by 
the shareholders at the 2011 Annual Meeting. I hereby submit it for inclusion in the 
proxy statement for consideration and action by the shareholders at the 2011 
annual meeting in accordance with Rule 14-a-8 of the General Rules and 
Regulations of the Securities and Exchange Act of 1934. A representative of the 
shareholders will attend the annual meeting to move the resolution as required by 
SEC rules. 

We are the owners of 2800 shares of JP Morgan Chase & Co. stock and intend to 
hold $2.,000 worth through the date of the 2011 Annual Meeting. Verification of 
ownership will follow. 

We truly hope that the company will be willing to dialogue with the filers about this 
proposal. Please note that the contact person for this resolution/proposal will be: Sr. 
Barbara Aires at Telephone: 973-290-5402. 

Respectfully yours, 

'1��$-rcd 
Sister Ramona Bezner, CDP 
Trustee/Administrator 
Providence Trust 

Enclosure: 2011 Shareholder Resolution 



Restore Confidence in the Financial System 
2011 - JPMorgan Chase 

WHEREAS, the Securities and Exchange Commission is proposing the reinstatement of a rule that 
was eliminated in 1994, that would require companies to report each quarter their average daily or 
monthly amount of outstanding short-term debt, the maximum level of those borrowings and their 
weighted average interest rate. 

WHEREAS, Mary Schapiro, Chair of the SEC, has commented that: "Under these proposals, 
investors would have better information about a company's financing activities during the course of a 
reporting period - not just a period-end snapshot," and "With this information, investors would be 
better able to evaluate the company's ongoing liquidity and levp,rage risks." (Ooenfr.9 Statement. 
SEC Open Meeting, September 17, 2010) 

WHEREAS, data compiled by Bloomberg <http://www.bloomberg.com/news/2010-11-10/wall-streei
collects-4-billion-from-taxpayers-as-swaps-backfire.html> states that: "For more than a decade, 
banks and insurance companies convinced governments and nonprofits (e.g., Bay Area Toll 
Authority in Oakland, CA, Cornell University in Ithaca, NY) that financial engineering would lower 
interest rates on bonds sold for public projects such as roads, bridges and schools." That has cost 
these entities ·more than $4 billion". 

WHEREAS, the US government found it necessary to commit more than $700 billion to the Troubled 
Assets Relief Program in 2009 to prevent a complete meltdown of the financial system. Our 
company received $25b of TARP funds and continues to be ranked as a significant systemic 
financial institution. 

WHEREAS, excessive risk-taking by large financial institutions was a key contributor to the sca!e 
and severity of the recent recession; 

WHEREAS, the International Monetary Fund reported that advanced economies pledged $10 trillion 
in financial sector support - equivalent to 30% of 2009 World GDP; 

BE IT RESOLVED that the Board of Directors report to shareholders (at reasonable cost and 
omitting proprietary information) by December 1, 2011, the risk management structure, staffing and 
reporting lines of the institution and how it is integrated into their business model and across all the 
operations of the company's business lines. 

Supporting Statement: Restoring public trust and confidence in the financial system and in the 
corporations and institutions that operate in the financial services sector will not be accomplished 
alone by the Dodd-Frank financial reform legislation, which was signed into law in July 2010, unless 
it is accompanied by greater transparency and accountability across the sector. 

The proponents of  this resolution have discussed with the Company the issue of risk management. 
including the structure and processes that are in place to protect the institution, its clients and 
customers and financial system as a whole through counterparty exposure. This has included 
discussions about the suitability of innovative tools and mechanisms and boutique services that are

offered in business operations between lenders, borrowers, dealers, underwriters and investors in 
both individual institutions and across the industry. Continuous monitoring, testing and strenuous 
evaluation of these instruments for soundness, suitability, integrity and safety is needed and can be 
advanced through the adoption of this resolution. 



RECEIVED BY THE 

NOV 3 C 20 1(: 

.Si5·lers of ... <:;t. Dominic of Caldr,vei/ ./Vew ./er,5f:'.VoFF1ceoF,HEsEci<flAR� 

Office of Corporate Responsibility 

-lO South Fullerton Ave.

:Vlont.clair NJ 07042

November 29, 2010 

Mr. James Dimon 
Chief Executive Officer 
J.P. Morgan Chase & Co. 
270 Park Avenue 
New York, NY 10017-2070 

Dear Mr. Dimon: 

97:{ j()�1-?i<"SUO rni 1·v 

m:1 :",O0-8til)� fax 

The Sisters of St. Dominic of Caldwell, NJ and other members of the Interfaith Center on 
Corporate Responsibility have met a few times this year to discuss the steps that need 
to be taken to prevent another financial crisis. As institutional faith based shareholders 
we have raised concerns about predatory lending practices and questions about the risk 
of some investment products. We offer this resolution to help focus our dialogue further 
in the hope to prevent future financial crises. 

The Community of the Sisters of St. Dominic of Caldwell, NJ is the beneficial owner of 
three hundred seventy (370) shares of JP Morgan Chase, which we intend to hold at 
least until after the next annual meeting. Verification of ownership is attached. 

I am hereby authorized to notify you of our intention to file the attached proposal for 
consideration and action by the stockholders at the next annual meeting. r hereby 
submit it for inclusion in the proxy statement in accordance with rule 14-a-8 of the 
general rules and regulations of The Securities and Exchange Act of 1934. 

Sister Barbara Aires, SC of the Sisters of Charity of St. Elizabeth will serve as the primary 
contact for these concerns. 

Sincerely, 

Patricia A. Daly, OP 
Corporate Responsibility Representative 



Deputy Corporate Secretary and General Counsel 
J.P. Morgan Chase 
270 Park Avenue 
New York, NY 10017 

November 29, 2010 

To Whom it May Concern: 

The letter of verification of ownership for the Community of the Sisters of St. Dominic will 

follow separately. 

The hard copy will follow by mail. 

Thanks for yow· patience, 

Patricia A. Daly, OP 



Restore Confidence in the Financial System 
2011 - JPMorgan Chase 

WHEREAS, the Securities and Exchange Commission is proposing the reinstatement of a rule that was 
eliminated in 1994, that would require companies to .report each quarter their average daily or monthly 
amount of outstanding short-term debt, the maximum level of those borrowings and their weighted 
average interest rate. 

WHEREAS, Mary Schapiro, Chair of the SEC, has commented that: "Under these proposals, investors 
wouid have better information about a company's financing activities during the course of a reporting 
period - not just a period-end snapshot,· and "With this information, investors would be better able to 
evaluate the company's ongoing liquidity and leverage risks." (Opening Statement. SEC Open Meeting, 
September 17, 2010) 

WHEREAS, data compiled by Bloomberg <http //w.vw.bloomberg.corntnewst2010-i 1-10,v,a:i-streE:.�
co:!ects-4-b1llion-from-taxpayers-as-swaos-backfire.html> states that: "For more than a decade, banks 
and insurance companies convinced governments and nonprofits (e.g., Bay Area Toll Authority in 
Oakland, CA, Cornell University in Ithaca, NY) that financial engineering would lower interest rates on 
bonds sold for public projects such as roads, bridges and schools." That has cost these entities "more 
than $4 billion". 

WHEREAS, the US government found it necessary to commit more than $700 billion to the Troubled 
Assets Relief Program in 2009 to prevent a complete meltdown of the financial system. Our company 
received S25b of TARP funds and continues to be ranked as a significant systemic financial institution. 

WHEREAS, excessive risk-taking by large financial institutions was a key contributor to the scale and 
severity of the recent recession; 

WHEREAS, the International Monetary Fund reported that advanced economies pledged $10 trillion in 
financial sector support - equivalent to 30% of 2009 World GDP; 

BE IT RESOLVED that the Board of Directors report to shareholders (at reasonable cost and omitting 
proprietary information) by December 1, 2011, the risk management structure, staffing and reporting lines 
of the institution and how it is integrated into their business model and across all the operations of the 
company's business lines. 

Supporting Statement: Restoring public trust and confidence in the financial system and in the 
corporations and institutions that operate in the financial services sector will not be accomplished alone 
by the Dodd-Frank financial reform legislation, which was signed into law in July 2010, unless it is 
accompanied by greater transparency and accountability across the sector. 

The proponents of this resolution have discussed with the Company the issue of risk management, 
including the structure and processes that are in place to protect the institution, its clients and customers 
and financial system as a whole through counterparty exposure. This has included discussions about the 
suitability of innovative tools and mechanisms and boutique services that are offered in business 
operations between lenders, borrowers, dealers, underwriters and investors in both individual institutions 
and across the industry. Continuous monitoring, testing and strenuous evaluation of these instruments for 
soundness, suitability, integrity and safety is needed and can be advanced through the adoption of this 
resolution. 



RECEIVED BY THE 

NOV 3 0 2010 

OFFICE OF THE SECRETARY 

-MARYKNOLL-SISTERS----

November 29, 2010 

Mr. James Dimon 
Chief Executive Officer 
J.P. Morgan Chase & Co. 
270 Park Ave. 
New York, NY !0017 

Dear Mr. Dimon, 

The Mary knoll Sisters of St. Dominic, Inc. are the beneficial owners of 100 shares of J.P. Morgan 
Chase & Co. The Maryk:noll Sisters have held the shares continuously for over one year and 
intend to hold them until after the annual meeting. A letter of verification of ownership is 
enclosed. 

We have appreciated the conversations we have had over the years with the Company on social 
and ethical issues related to responsible lending and risk management. As the repercussions of 
the financial crisis continue to be felt by millions, we believe banks must do more to restore 
confidence in the financial system. 

I am hereby authorized to notify you of our intention to present the enclosed proposal for 
consideration and action by the stockholders at the next annual meeting, and I thereby submit it 
for inclusion in the proxy statement in accordance with Rule 14-a-8 of the General Rules and

Regulations of the Securities and Exchange Act of 1934. 

The contact person for this resolution is Sister Barbara Aires representing the Sisters of Charity of 
Saint Elizabeth (973-290-5402). We look forward to discussing this issue with you at your 
earliest convenience. 

Sincerely. 

�'<- ,1<fe-74-

Catherine Rowan 
Corporate Social Responsibility Coordinator 

enc 



Restore Confidence in the Financial System 
2011 - JPMorgan Chase 

WHEREAS, the Securities and Exchange Commission is proposing the reinstatement of a rule that was 
eliminated in 1994, that would require companies to report each quarter their average daily or monthly 
amount of outstanding short-term debt, the maximum level of those borrowings and their weighted 
average interest rate. 

WHEREAS, Mary Schapiro, Chair of the SEC, has commented that: "Under these proposals, investors 
would have better information about a company's financing activities during the course of a reporting 
period - not just a period-end snapshot,· and "With this information, investors would be better able to 
evaluate the company's ongoing liquidity and leverage risks.· (Opening Statement, SEC Open Meeting, 
September 17, 2010) 

WHEREAS, data compiled by Bloomberg <http://www.bloomberg.com/news/�010-11-10/wa!i-stfeet
collects-4-bilHon-from-taxpayers-as-swaps-backfireNml> states that: "For more than a decade, banks 
and insurance companies convinced governments and nonprofits (e.g., Bay Area Toll Authority in 
Oakland, CA, Cornell University in Ithaca, NY) that financial engineering would lower interest rates on 
bonds sold for public projects such as roads, bridges and schools.• That has cost these entities "more 
than $4 billion". 

WHEREAS, the US government found it necessary to commit more than $700 billion to the Troubled 
Assets Relief Program in 2009 to prevent a complete meltdown of the financial system. Our company 
received $25b of TARP funds and continues to be ranked as a significant systemic financial institution. 

WHEREAS, excessive risk-taking by large financial institutions was a key contributor to the scale and 
severity of the recent recession; 

WHEREAS, the International Monetary Fund reported that advanced economies pledged $10 trillion in 
financial sector support - equivalent to 30% of 2009 World GDP; 

BE IT RESOLVED that the Board of Directors report to shareholders (at reasonable cost and omitting 
proprietary information) by December 1, 2011, the risk management structure, staffing and reporting lines 
of the institution and how it is integrated into their business model and across all the operations of the 
company's business lines. 

Supporting Statement: Restoring public trust and confidence in the financial system and in the 
corporations and institutions that operate in the financial services sector will not be accomplished alone 
by the Dodd-Frank financial reform legislation, which was signed into law in July 2010, unless it is 
accompanied by greater transparency and accountability across the sector. 

The proponents of this resolution have discussed with the Company the issue of risk management, 
including the structure and processes that are in place to protect the institution, its clients and customers 
and financial system as a whole through counterparty exposure. This has included discussions about the 
suitability of innovative tools and mechanisms and boutique services that are offered in business 
operations between lenders, borrowers, dealers, underwriters and investors in both individual institutions 
and across the industry. Continuous monitoring, testing and strenuous evaluation of these instruments for 
soundness, suitability, integrity and safety is needed and can be advanced through the adoption of this 
resolution. 



� Merrill Lynch 
November 29, 2010 

To Whom It Mo.y Concern: 

RECEIVED BY THE 
-RECEIVED BY THE

� l'ij _, o 1.mo

OFFICE OF THE SECRETARY
OFFIC! OF llfE SECRETARY

This certifies that the Maryknoll Sisters of St. t>ornlnic, Inc. are the 

Oodd Newton Koeckl!rt 
Senior Vice President--· 
Wealth Management Advisor 
301 Tres.i;e-r Blvd .• 10

<1> 
Fl. 

Stamford, CT 06901 
203-356•8778 

877-356-8778

beneficial owners of 100 shares of JP Morga11 ChQSQ: and Co. These shares have 
been held continuously for twelve months and will continue to be held 
through the Mxt annual meeting of the company. 

[)odd N. Koeckert 
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Fathers and Brothers • Catholic Foreign Mission Society of America, Inc.

Corporate Social ResponsibHit'J 
PO Box 305 • Maryknoll, New York 10545-0305 
Phor.e: (914} 941-7635 x2516 • Fn (914) 944-3601 • E-mail: jlamar@maryknoll.org • www.maryl<11o1l org 

Mr. James Dimon, CEO 
J.P . Morgan Chase & Co. 
270 Park Avenue 
New York, NY 10017-2070 

Dear Mr. Dimon, 

November 29, 2010 

By Fax: 212 270 2613 
Original by Express Mail 

The Maryknoll Fathers and Brothers remain concerned about tre current fiscal crisis, its effect on 
worldwide communities and our Company's response to this critical situation. Whereas excessive risk
taking by large financial institutions was a key contributor to the scale and severity cf the recen' 
ecession, we believe that confidence in the financial system has been lost. Thus, we ask that the Board 

of Directors report to shareholders (at reasonable cost and omitting proprietary information) by December 
1, 2011, the risk management structure, staffing and reporting lines of the insti ution and how it is 
integrated into their business model and across all the operations of the company's business lines. 

The Maryknoll Fathers and Brothers are beneficial owners of 65 shares of stock. We w 11 retain shares 
through the annual meeting. 

Through this letter we are now notifying the company of our intention to co-file the enclosed resolution 
with the Sisters of Charity of St Elizabeth N.J., and present it for inclusion in the proxy statement for 
consideration and action by the shareholders at the next stockholders meeting in accordance with r le 
14-a-8 of the Genera! Rules and Regulations of the Securities Exchange Act of 1934.

It is cur tradition, as religious investors, to seek dialogue with companies to discuss the issues invo!ved 
with the hope that the resolution might not be necessary. We trust that a dialogue of this sort is of interest 
to you as well. Please feel free to call Sr. Barbara Aires, SC at [973-290-5402) if you have any questions 
about this resolution. 

Sincerely, 

Sr. Barbara Aires 



Restore Confidence in the Financiaf System 
2011 - JPMorgan Chase 

WHEREAS, the Securities and Exchange Commission is proposing the reinstatement of a rule tha! was 
eliminated in 1994. that would require companies to report each quarter their average daily or month1y 
amount of outstanding short-term debt, the maximum level of those borrowings and their weighted 
average interest rate. 

WHEREAS. Mary Schapiro, Chair of the SEC, has commented that: "Under these proposals, investors 
would have better information about a company's financing activities during the course of a reporting 
penod - not just a period-end snapshot," and "With this information, investors would be better able to 
evaiuate the company's ongoing liquidity and leverage risks." (Opening Statement, SEC Open Meeting, 
September 17, 2010) 

WHEREAS, data compiled by Bloomberg <b!tp.i/www bloom berg c:orn/n,aws:2010-11- i 0!!:!.?.li:-�l�,£� 
::0nec!s-4-bi!lion-lrom-laxpa�ers-as-swaps-backfire.hlml> states that: "For more than a decade. banks 
and insurance companies convinced governments and nonprofits (e.g., Bay Area Toll Authority in 
Oakland, CA, Corneil University in Ithaca, NY) that financial engineering would tower interest rates on 
bonds sold for public projects such as roads, bridges and schools." That has cost these entities "rncre 
than $4 billion·. 

WHEREAS, the US government found it necessary to commit more than $700 billion to the Troubied 
Assets Relief Program in 2009 to prevent a complete meltdown of the financial system. Our company 
ieceived $25b of TARP funds and continues to be ranked as a significant systemic financial institution. 

WHEREAS, excessive risk-taking by large financial institutions was a key contributor to the scale and 
severity of the recent recession; 

WHEREAS, the International Monetary Fund reported that advanced economies piedged $10 trillion in 
financial sector support - equivalent to 30% of 2009 World GDP; 

BE IT RESOLVED that the Board of Directors report to shareholders {at reasonable cost and omitting 
proprietary information) by December 1, 2011, the risk management structure, staffing and reporting lines 
of the institution and how it is integrated into their business model and across all the operations of !he 
company's business lines. 

Supporting Statement: Restoring public trust and confidence in the financial system and in the 
corporations and institutions that operate in the financial services sector will not be accomplished alone 
by the Dodd-Frank financial reform legislation, which was signed into law in July 2010. unless it is 
accompanied by greater transparency and accountability across the sector. 

The proponents of this resolution have discussed with the Company the issue of risk management, 
including the structure and processes that are in place to protect the institution, its clients and customers 
and financial system as a whole through counterparty exposure. This has included d;scussions about the 
suitability of innovative tools and mechanisms and boutique services that are offered in business 
operations between lenders, borrowers, dealers, underwriters and investors in both individual institutions 
and across the industry. Continuous monitoring, testing and strenuous evaiuation of these instruments for 
soundness, suitability, integrity and safety is needed and can be actvanced through the adoption of this 
resolution. 



� Merrill Lynch 
� Wealth Management 

r�,,vember 29, 2010 

Cnholit Foreign M\s�lon 
PC Hox 309 
St_ Josept,s Bldg & Controilers 
Ma1·vkr1o!t, N'l 10545 

To Whom it May Concern: 

RECEIVED BY THE

DEC n i 2010

OfflCE Of THE secRETARY
Ml�h,tci E. Gr.1-1·. G�'M

Gr.-�1"'1'.i:i,··mpi:ic)n nrfJ1;p
Vl,.:i•. P1·,;�1,t{•r.l 

V111n 11.-:ial Mvi:;1,r 

Tlw Cnchol)c f'.oreign Mission Societv of America Inc. (CFMSAi, aiN know" as. the Maryknoll Faih�rs ,ir.d 
Brotlw,s Jre the beneficial owners of 65 shares of J? Morgan Chase (JPM). These shares have hei:'11 
con:,istently !1eld since 10/20/1999. 

1f y:..1v have any question�, please. coli me at i914) 2.\1-6461. 

Milha'"t Grav, c.rM 
Vlrn President 
s�·;for Financial Advl!ior 
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'Benedictine Sisters of 'Virginia 
Saint Benedict Monastery• 9535 Linton Hall Road• Bristow, Virginia 20 l 36-1217 • (703) 361-0 I 06 

November 25. 2010 

Anthony J. Horan 
Corporate Secretary 
JP Morgan Chase & Co. 
270 Park Avenue 
New York. New York 10017-2070 

Dear Mr Horan: 

RECEIVED BY THE 
RECF.!VED BY THE 

[L� O 1 2010 
OFFICE o• l'f-!E SEC�ElJIH\' 

OFFICE OF THE SECRETARY 

I am writing you on behalf of the Benedictine Sisters of Virginia in support the stockholder 
resolution on Restore Confidence in the Financial System. In brief, the proposal requests that 
the Board of Directors report to shareholders (at reasonable cost and omitting proprietary 
information) by December 1, 2011, the risk management structure, staffing and reporting 
iines of the institution and how it is integrated into their business model and across all the 
operations of the company's business lines. 

I am hereby authorized to notify you of our intention to co-file this shareholder proposal with 
the Sisters of Charity of St. Elizabeth for consideration and action by the shareholders at the 
2011 Annual Meeting. I hereby submit it for inclusion in the proxy statement for consideration 
and action by the shareholders at the 2011 annual meeting in accordance with Rule 14-a-8 of 
the General Rules and Regulations of the Securities and Exchange Act of 1934. A 
representative of the shareholders will attend the annual meeting to move the resolution as 
required by SEC rules. 

\Ne are the owners of 1000 shares of JP Morgan Chase & Co, stock and intend to hold 
$2,000 worth through the date of the 2011 Annual Meeting. Verification of ownership will 
follow. 

We truly hope that the company will be willing to dialogue with the filers about this proposal. 
Please note that the contact person for this resolution/proposal will be: Sr. Barbara Aires at 
973-290-5402.

Respectfully yours. 
I ,1 /:J E5 

J..,,.;t;;;_,�- .,1./_,,,i_', .. r ;rl:,<,(; L....�, ydi'(.,hf..,,,t,,/'Jt.� ..,_..,( I 
.J t� 

Sister Henry Marie Zimmermann, OSB 
Treasurer 

Enclosure: 2011 Shareholder Resolution 



Restore Confidence in the Financial System 
2011 - JPMorgan Chase 

WHEREAS, the Securities and Exchange Commission is proposing the reinstatement of a rule that was 
eliminated in 1994, that would require companies to report each quarter their average daily or monthly amount 
of outstanding short-term debt, the maximum level of those borrowings and their weighted average interest rate. 

WHEREAS, Mary Schapiro, Chair of the SEC, has commented that: "Under these proposals, investors would 
have better information about a company's financing activities during the course of a reporting period - not just 
a period-end snapshot, ff and With this information, investors would be better able to evaluate the company's 
ongoing liquidity and leverage risks." (Opening Statement, SEC Open Meeting, September 17, 2010) 

WHEREAS, data compiled by Bloomberg <http://www.bloomberg.cornfnews/2010: JJ.�_1 Otwal!·slr©f:?.l.:fr.?.lU<��c·:4
b1:!ion-fronHa.xoavers-as-swaps--backfire.h1ml> states that: "For more than a decade, banks and insurance 
companies convinced governments and nonprofits (e.g., Bay Area Toll Authority in Oak.land, CA. Cornell 
University in Ithaca, NY) that financial engineering would lower interest rates on bonds sold for public projects 
such as roads, bridges and schools." That has cost these entities "more than $4 billion·. 

WHEREAS, the US government found it necessary to commit more than $700 billion to the Troubled Assets 
Relief Program in 2009 to prevent a complete meltdown of the financial system. Our company received $25b of 
TARP funds and continues to be ranked as a significant systemic financial institution. 

WHEREAS, excessive risk-taking by large financial institutions was a key contributor to the scale and severity of 
the recent recession: 

WHEREAS, the International Monetary Fund reported that advanced economies pledged $10 trillion in financial 
sector support - equivalent to 30% of 2009 Wor1d GOP; 

BE IT RESOLVED that the Board of Directors report to shareholders (at reasonable cost and omitting 
proprietary information) by December 1, 2011, the risk management structure, staffing and reporting lines of the 
institution and how it is integrated into their business model and across all the operations of the company's 
business lines. 

Supporting Statement: Restoring public trust and confidence in the financial system and in the corporations 
and instftutions that operate in the financial services sector will not be accomplished alone by the Dodd-Frank 
financial reform legislation, which was signed into law in July 2010, unless it is accompanied by greater 
transparency and accountability across the sector. 

The proponents of this resolution have discussed with the Company the issue of risk management. including the 
structure and processes that are in place to protect the institution, its clients and customers and financial system 
as a whole through counterparty exposure. This has included discussions about the suitability of innovative tools 
and mechanisms and boutique services that are offered In business operations between lenders, borrowers, 
dealers. underwriters and investors in both individual institutions and across the industry. Continuous 
monitoring, testing and strenuous evaluation of these instruments for soundness, suitability, integrity and safety 
is needed and can be advanced through the adoption of this resolution. 



THE SISTERS OF ST. FRANCIS OF PHILADELPHIA OFFICE OF 7i ;:: �ECRETARY 

November 24, 2010 
Mr. James Dimon, CEO J.P. Morgan Chase & Co.270 Park Ave. 
New York, NY 10011-2070

Dear Mr. Dimon: 
Peace and all good! The Sisters of St. Franqs of Philadelphia have been shareholders in J. P. Morgan Chase for many years. As faith-base� investors we are asking you for a report on risk 
management structures, staffing, and reporting fines across all operations as the enclosed resolution details. It really is time to ''restore confidence i9 the financial system" and that will require integrity, 
transparency and continuous monitoring on th� part of leadership and management. 
As a faith-based investor, I am hereby authotzed to notify you of our intention to submit this shareholder proposal with. The Sisters of Charity of St. Elizabeth. I submit it for inclusion in the proxy statement for consideration and action by the shareholders at the 2011 annual meeting in accordance with Rule 14-a-8 of the General Ru;Jes and Regulations of the Securities and ExchangeAct of 1934. A representative of the shareho,ders will attend the annual meeting to move theresolution as required by SEC rules. We truly hppe that the company will be willing to dialogue withthe filers about this proposal. Please note that th,e contact person for this resolution/proposal will be:Sr. Barbara Aires, SC. Her phone number is 9�3-290-5402. 
As verification that we are beneficial owners qf common stock in J.P. Morgan Chase, I enclose aletter from Northern Trust Company, our portfo1io custo<lian/record holder attesting to the facl. it isour intention to keep these shares in our portfo io at least until after the annual meeting. 
Respectfully yours, 
-t� n_ 9'(_��>� 

Nora M. Nash, OSF Director, Corporate Social Responsibility
Enclosures 
cc: Barbara Aires, SC Julie Wokaty, ICCR 

omc,, ofCorponte .�odMl Rnpnnsibillty 
(�r> South Coowot \lo,J • Aston, PA 190l4,12u7 

61H 5511-7661 • Fax: 6H�S58 :,8:,S • E-mad: nn,sh@osiphJ>.otg • ,..,.w.osfphda.uric 
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Restore Confidence\ in the Financial System 

2011 - JPtJ!organ Chase 
j 
l 

WHEREAS, the Securities and Exchange Commi�sion is proposing the reinstatement gf a rule that was 
eliminated in 1994, that would require companie� to report each quarter their average daily or monthly 
amount of outstanding short-term debt, the ma*imum level of those borrowings and their weighted 
average interest rate. 

l 
WHEREAS. Mary Schapiro, Chair of the SEC, h4s commented that: "Under these proposals, investors 
would have better information about a company'� financing activities during the course of a reporting 
period - not just a period-end snapshot," and 'With this information, investors would be better able to 
evaluate the company's ongoing liquidity and leverage risks." (Opening Statement, SEC Open Meeting, 
September 17, 2010) I · 
WHEREAS, data compiled by Bloomberg <hhp://www.bfoomberg.com/news/2010-11-10/wall-street
collects-4-billion-from-tax avers-as-swa s-backfirlhtml> states that: "For more than a decade, banks 
and insurance companies convinced governme ts and nonprofits (e.g., Bay Area Toll Authority in 
Oakland, CA, Cornell University in Ithaca, NY) at financial engineering would lower interest rates on 
bonds sold for public projects such as roads, bridges and schools." That has cost these entities "more 
than $4 billion". 

�' 

WHEREAS. the US government found it necess ry to commit more than $700 billion to the Troubled 
Assets Relief Program in 2009 to prevent a com lete meltdown of the financial system. Our company 
received $25b of TARP funds and continues to be anked as a significant systemic financial institution. 

I 

WHEREAS, excessive risk-taking by large financial institutions was a key contributor to the scale and 
severity of the recent recession; 1
WHEREAS, the International Monetary Fund rep rted that advanced economies pledged $10 trillion in 
financial sector support - equivalent to 30% of 200� World GDP; 

BE IT RESOLVED that the Board of Directors rJport to shareholde�s (at reasonable cost and omitting 
proprietary information) by December 1, 2011, thelrisk management structure, staffing and reporting lines 
of the institution and how it is integrated into thei

l 
business model and across all the operations of the 

company's business lines. 

Supporting Statement: Restoring public trust I nd confidence in the financial system and in the
corporations and institutions that operate in the filjlancial services sector will not be accomplished alone 
by the Dodd-Frank financial reform legislation, ;,hich was signed into law in July 2010, unless it is 
accompanied by greater transparency and accounjability across the sector.

The proponents of this resolution have discuss� with the Company the issue of risk management, 
including the structure and processes that are in Alace to protect the institution. its clients and customers 
and financial system as a whole through counterparty exposure. This has included discussions about the 
suitability of innovative tools and mechanisms �nd boutique services that are offered in business 
operations between lenders, borrowers, dealers, 4nderwriters and investors in both individual institutions 
and across the industry. Continuous monitoring, te; ting and strenuous evaluation of these instruments for 
soundness, suitability, integrity and safety is ne ed and can be advanced through the adoption of this 
resolution. 



Th<• Nortlwm Trirsl ( 'ompnnr 
50 Sourh Li Salk Srn.:.:t 
Chicago. illinoi!> 6060.1 
I., I 21 ().H)-WOO 

� Northern Trust 

October 27, 2010 

To Whom It May Concern: 
This letter will verify that the Sisters of S�. Francis of Philadelphia hold at least $2,000 worth of JP Morgan Chase & Company. µhese shares have been held for more than oneyear and will be held at the time of your °jxt annual meeting. 
The Northern Trust Company serves as ctjstodian for the Sisters of St. Francis of Philadelphia. The above mentioned shar� are registered in a nominee name of theNorthern Trust. l 

lThis letter will further verify that Sistet Nora M. Nash and/or Thomas McCaney arerepresentatives of the Sisters of St. Franf is of Philadelphia and are authorized to act intheir behalf. 

Sincerely, 

-'½1 f.11�1

Sanjay Singha!Vice President 



EXHIBIT B 

Disclosure Excerpts regarding Risk Management from 

THE COMP ANY'S 2009 ANNUAL REPORT 



Management's di scussion and analysis 

R I S K  M A N AG E M E N T 

Risk is an inherent part of JPMorgan Chase's business activities and 
the F irm's overall risk tolerance is established in the context of the 
Firm's earnings power, capital, and diversified business mode l. The 
Firm's risk management framework and governance structure are 
in ended to p rovide compreheMive controls and o going manage
ment of the major risks inherent in its business activities. I t  is also 
intended to oeate a culture of ri sk awareness and personal  responsi
bility thrO\Jghout the Firm. The Firm 's  ability to proper� ident ify, 
measure, monitor and report risk is critical to both its soundness and 
profitability. 

• Risk ident i ficat ion: The F irm's exposure to risk through its daily
business dealings, indudlng lending, trad ing and capital markets
activities, is identified and aggregated through the Firm's risk
management infrastructure. I n  addition, individuals who manage 
risk positions, particu larly ose that are complex, are responsib le
for ident ifying and estimating po entlal losses that could ari se from
specific or unusual events that may not be captured in other mod
els, and those risks are communicated to senior management

• Risk measurement: The Firm measures risk using a variety of
methodo logies, induding ca lculating probable loss , unexpected
loss and value-at-risk, and by conducting stress tests and mak ing
comparisons to external benchmarks, Measurement models and
related assumptions are routinely reviewed with the goal of en
sur ing that the Firm's risk estimates are rea.sonable and reflect
underlying pos itions .

• R isk monitoring/control: The Firm's r i sk management policies
and p rocedures incorporate risk mitigation strategk!s and indude
approval limits by customer, produa, industry, country and busi
ness . These limits are monitored on a da ily, weekly and monthly
basis, as appropriate.

• Risk reporting: Executed on both a l ine of business and a con
solidated basis. This information is reported to management on
a daily, weekly and monthly bas is, as appropriate. There a re
eight major r isk types identified in  the business activities of the
Firm:  l iquid ity risk, credit r isk, market ri sk, interest rate risk, pri
vate equity r isk, operationa l risk, legal and f iduciary risk, and
reputation risk .

94 

Risk governance 

The F i rm's risk governance structure starts with each line of business 
being responsible for managing its own r isks. Each line of bus iness 
works closely with Risk Management through its own risk comminee 
and its own chief risk officer to manage its r isk. Each line of business 
risk c:ommirree is responsible for decisions regarding the business' risk 
strategy, policies and controls. The Firm's Chief Risk Officer is a 
member of the line of business risk committees. 

Over laying the line of business r isk management are four corporate 
functions with risk management-related responsibi lities, i nclud ing 
the Chief Investment Office ,  Corporate Treasury, Legal and Compli
ance and Risk Management. 

Risk Management is headed by the F irm's Chief R isk Officer, who is 
a member o f  the F irm's Operating Comminee and who reports to 
the Chief Executive Officer and the Board of D irectors, primarily 
through the Board's R isk Po licy Committee, R isk Management ls 
responsible for p roviding an independent fi rmwide funct ion of risk 
management and controls. Within the Fi rm's Risk Management 
function are units responsible for credit risk, market r isk, operational 
risk and private equity risk, as well as risk reporting, risk policy and 
risk technology and operations. Risk technology and operations Is 
responsib le for bui lding the Informat ion technology infrastructure 
used to monitor and manage risk. 

The Chief I nvestment Office and Corporate Treasury are responsi
ble for measuring, mon itoring, reporting and managing the F irm's 
liqu idity, i n terest rate and foreign exchange r isk. 

legal and Comp l iance has oversight for lega l and fiduciary r isk. 

In addition to the r i sk committees of the li nes of business and the 
above-referenced risk management functions, the Firm also has an 
Investment Committee, an Asset-Liabi l ity Committee and three 
other risk - related commirrees - the Risk Working Group, the Global 
Counterpany Committee and the Markets Committee. All of these 
comminees are accountable to the Operating Committee which is 
involved in setting the Firm's overall ri sk appetite. The membersh ip 
of these committees are composed of senior management of the 
Firm, induding rep esentatives of lines of  busines.s, Risk Manage
ment, Finance and other senior executives. The comminees rmet 
frequently to discuss a broad range of topics inc luding, for example, 
current market conditions and other exter a l events. risk exposures, 
and risk concentrations to ensure that the impact of r isk factors are 
co sidered broadly across the F irm's businesses. 

J PMorgan Chase & Co.12009 Annual Report 
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Corporate Treasury and Chief Investment Office (Liquidity, Interest Rate and Foreign Exchange Risk) 

Risk Management {Market, Credit. Operational and Private Equity Risk) 

Legal and Compliance (legal and Fiduciary Risk) 

The Asset-liability Committee monitors the Firm's overall interest 
rate risk and liquidity risk. ALCO is responsible for reviewing and 
approving the Firm's liquidity policy and contingency funding plan. 
ALCO also reviews the Firm's funds transfer pricing policy (through 
which lines of business • lransfer• interest rate and foreign e�
change risk to Corporate Treasury in the Corporate/Private Equity 
segment), earnings at risk, overall interest rate position, funding 
requirements and strategy, and the Firm's securitization programs 
(and any required liquidity support by the Firm of such programs). 

The Investment Committee, chaired by the Firm's Chief Financial 
Officer, oversees global merger and acquisition activities under
taken by JPMorgan Chase for its own account that fall outside the 
scope of the Firm's private equity and other principal finance 
activities. 

The Risk Working Group is chaired by the Firm's Chief Risk Officer 
and meets monthly to review issues that cross lines of business 
such as risk policy, risk methodology. Basel II and other regulatory 
issues, and such other topics referred to it by line-of-business risk 
committees or the Firm's Chief Risk Officer. 

The Markets Committee, chaired by the Chief Risk Officer, meets 
weekly to review, moniror and discuss significant risk matters, 
which may include credit, market and operational risk issues; 
market moving events; large r ansactions; hedging strategies; 
reputation risk; conflicts of interest; and other issues. 

JPMo,gan Cha$e & CoJ2009 Mnual Report 

The Global Counterparty Committee designates to the Chief Risk 
Officer of the Firm certain counrerparties with which the Firm may 
trade at exposure levels above portfolio-established thresholds 
when deemed appropriate to support the Firm's trading activities. 
The Committee meets quarterly to review total exposures with 
these counterparties, with pa.rticular focus on counterparty trading 
exposures, and to direct changes in exposure levels as needed. 

The Board of Directors exercises its oversight of risk management, 
principally through the Board's Risk Policy Committee and Audit 
Committee. The Risk Policy Committee oversees senior manage
ment risk-related responsibilities, including reviewing management 
policies and performance against these policies and related bench
marks. The Audit Committee is responsible for oversight of guide· 
lines and policies that govern the process by which risk assessment 
and management is undertaken. In addition, the Audit Committee 
reviews with management the system of internal controls and 
financial reporting that is relK?d upon to provide reasonable assur· 
a nee of compliance with the Firm's operational risk management 
processes. 
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Management's discussion and analysis 

L I Q U I D I TY R I S K  MANAG E M ENT  

The abil ity to maintain a sufficient level ol liqu idiry is crucial to f i nan
cial services companies, particu larly their ability to ma intain appropr i 
ate levels of liquid ity during periods of adverse conditions. JPMorgan 
Chase's prima,y sources of liquidity indude a diversified deposit base 
and access to the long-term debt {including trust preferred capita l debt 
securities) and equity capital markets. The Firm's funding strategy is 
intended to ensure liquid ity and diversity of funding sources to meet 
actual and contingent liabilities during both normal and stress peri
ods. Consistent with this strategy, J PMorgan Chase maintains large 
pools of highly liquid unencumbered assets and sign ificant sources of 
secured funding, and monitors its capacity in the wholesale funding 
markets across various geographic regions and in var ious cu r rencies. 
The Firm a lso maintains access to secured funding capacity through 
ove:night borrowings from various central banks. Throughout the 
recent financial crisis, the Firm successfully raised both serured and 
unsecured funding . 

Governance 

The Firm's governance process is designed to ensure that its liquid
ity position remains strong. The Asset-Liabi lity Committee reviews 
and approves the firm's liquidity policy and contingency funding 
plan .  Corporate Treasury formulates and is responsible for execut
ing the Film"s liquidity policy and contingency funding plan as well 
as measuring, monitoring; reporting arid manag ing the Firm's 
liqu idity risk profile . JPMorgan Chase uses a centralized approach tor 
liquidity risk management to maximize liquidity access, minimtze 
funding costs and permit identifKation and coordination of globa l 
liqu idity risk. Th is approach i nvolves requent communication with the 
business segments, disciplined management of liquidity at the parent 
holding company, comprehensive market-based pric ing of a l l  
assets and liab i l i t ies, cont inuous balance sheet management, 
frequent stress test ing of l iquidity sources. and frequent reporting 
to and communication with senior management and the Board of 
D i rectors regard ing the F i rm's liquidity pos ition . 

Liquidity monitoring 

The Firm mon itors l iqu idity trends, tracks historica l  and prospec
tive on- and off-balance sheet l iqu idity obligations, identifies 
and measures internal and externa l l iquid ity warn ing s ignals to 
permit early detection of liqu idity issues, and manages contin
gency planning (including identification and testing of var ious 
company-specific and market-driven stress scenarios). Various 
tools, which together contribute to an overall firmwide liqu idity 
perspective, are used to monitor and manage liquidity. Among 
others. these include : (i) ana lysis of the tim ing of liquidity sources 
versus liquidity uses (i .e . , funding gaps) over periods ranging from 
overnight to one year; (i i) management of debt and capital issu
ances ro ensure that the illiquid pon ion of the balance sheet can 
be funded by equity, lo g - term debt (including trust preferred 
capita l debt securities) and deposits the F irm believes to be 
stable; and ( i i i )  assessment of the Firm's capacity to raise incre
mental unsecured and secured fund ing. 

liquidity of the parent hold ing company and its nonbank subsidi
aries is monitored independent ly as well as in conjunction with 
t e liquidity of the Firm's bank subsid ia ries. At the parent hold ing 
company level, long- term funding is managed to ensure that the 
parent holding company has, at a min imum. su fficient liquidity to 
cover its obliga t ions and those of its nonbank su bsid iaries with in 
the next 1 2  months. For bank subsidia ries. the focus ot liquidity 
r isk management i s  on maintenance of unsecured and secured 
fund ing capacity sufficient to meet on- and off-ba lance sheet 
obl igations. 

A component of l iquid ity management is the Firm's contingency 
funding plan. The goal of the plan is to ensure appropriate liquid
ity dur ing normal and stress periods. The p lan considers various 
temporary and long-term stress scenarios where access to whole-
sa le unsecured fund ing is severely lim ited or nonexistent, tak.ing 
into account both on- and off-balance sheet exposures, and 
separately eva luates access to funding sources by the parent 
hold ing company and the Firm's bank subsidiaries. 

Recent events 

The extraordinary levels of volat i l ity exhibited in global markets 
during the second ha lf of 2008 began to subside in 2009. Market 
panicipants were able to regain access to the debt, equity and 
consumer loan securitization markets as spreads t ightened and 
l iqu idity returned to the markets . 

The Firm be lieves its liqu idity position is stro g, based on its liquidity 
metrics as of December 3 1 ,  2009. The F irm believes that its unse
cured and secured funding capacity is sufficient to meet its on- and 
off-balance sheet obl igations. JPMorgan Chase's long-dated funding, 
including core liabi lities, exceeded i ll iquid assets. 

On March 30, 2009, the Federal Reserve announced that effec

fr1e April 27 ,  2009, it would reduce the amount it lent against 
certain loans pledged as col latera l to the Federa l  Reserve Banks 
for discount window or payment-system risk purposes, in  order to 
reflect recent trends in the va lues of those types of col lateral. On 
October 1 9, 2009, the Federa l  Reserve funher reduced the 
amount it lent against such co llatera l .  These changes by the 
Federal Reserve did not have a materia l impact on the F irm's 
aggregate funding capacity. 

The F i rm participated in the FDIC "s  Temporary L iquid ity Guarantee 
Prog1am (the ·nG Program"), which was implemented in late 
2008 as a temporary measure to help restore confidence in the 
financial system. Th is program is comprised of two components : 
the Debt Guarantee Program that provided an FDIC guarantee for 
certain senior unsecured debt issued through October 31 , 2009, 
and the Transaction Account Guarantee Program (the "TAG 
Program ") that provides un l imited insurance on cenain noninter
est-bearing transaction accounts. The expi ration date of the TAG 
Program was extended by six months, from December 3 1 ,  2009, 
to June 30, 201 0, to provide contin ed suppon to those institu
tions most affected by the recent financia l  crisis and to phase out 
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the program in an orderly manner. On October 22. 2009, the Firm 

notified the FDIC that, as of January 1, 2010, it would no longer 

participate in the TAG Program. As a result of the Firm's decision 

to opt out of the program, after December 31, 2009, funds held 

in noninterest-bearing transaction accounts will no longer be 

guaranteed in full, but will be insured up to S250,000 under the 

FDIC's general deposit rules. The insurance amount of S250,000 

per depositor is in effect through December 31, 2013. On January 

1, 2014, the insurance amount will return to $100,000 per de

positor for all account categories except Individual Retirement 

Accounts (·IRAs") and certain other retirement accounts, which 

will remain at S250,000 per depositor. 

Funding 
Sources of funds 

The deposits held by the RFS, CB, TSS and AM ltnes of business are 

generally stable sources of funding for JPMorgan Chase Bani<, NA 

As of December 31, 2009, total deposits for the Firm were $938.4 

billion. compared with S 1.0 trillion at December 31, 2008. A signifi

cant portion of the Firm's deposits are retail deposits (38% at 

December 31, 2009), which are less sensitive to interest rate 

changes or market volatility and therefore are considered more 

stable than market-based (i.e., wholesale) liability balances. In 

addition, through the normal course of business. the firm benefits 

from substantial liability balances originated by RFS, CB, TSS and 

AM. These franchise-generated liability balances include deposits, 
as well as deposits that are swept to on-balance sheet liabilities 

(e.g., commercial paper, federal funds purchased, and securities 
loaned or sold under repurchase agreements), a significant portion 

of which are considered to be stable and consistent sources of 

funding due to the nature of the businesses from which they are 

generated. For further discussions of deposit and liability balance 

trends, see the discussion of the results for the Firm's business 

segments and the Balance sheet analysis on pages 63-81 and 84-

86, respectively, of this Annual Report. 

Additional sources of funding indude a variety of unsecured short

and long-term instruments, including federal funds purchased, 

certificates of deposit, time deposits, bank notes, commercial paper, 

long-term debt. trust preferred capital debt securities, preferred 

stock and common stock. Secured sources of funding indude 

securities loaned or sold under repurchase agreements, asset
backed securitizations. and borrowings from the Chicago, Pitts

burgh and San Francisco Federal Home Loan Banks. The Finn also 

borrows from the Federal Reserve (including discount-window 
borrowings. the Primary Dealer Credit Facility and the Term Auction 

Facility); however, the Firm does not view such borrowings from the 

Federal Reserve as a primary means of funding. 

Issuance 

Funding markets are evaluated on an ongoing basis to achieve an 

appropriate global balance of unsecured and secured funding at 

favorable rates. Generating funding from a broad range of 

sources in a variety of geographic locations enhances financial 

flexibility and limits dependence on any one source. 

J?Mcrgan Cha� & Cofl009 Aonual �eport 

During 2009 and 2008, the Firm issued S 19.7 billion and S20.8 

billion, respectively, of FDIC-guaranteed long-term debt under the 

TLG Program, which became effective in October 2008. In 2009 the 

Firm also issued non-FDIC guaranteed debt of S 16.1 billion, includ

ing S 11.0 billion of senior notes and S2.5 billion of trust preferred 

capital debt serurities, 1n the U.S. market, and S2.6 billion of senior 

notes in the European markets. In 2008 the Firm issued non-FDIC 

guaranteed debt of S23.6 billion, including S 12.2 billion of senior 

notes and S 1. 8 billion of uust preferred capital debt securities in the 

U.S. market and S9.6 billion of senior notes in non-U.S. markets. 

Issuing non-FDIC guaranteed debt in the capital markets in 2009 

was a prerequisite to redeeming the $25.0 billion of Series K Pre

ferred Stock. In addition, during 2009 and 2008, JPMorgan Chase 
issued S 15.5 billion and S28.0 billion, respeaively, of 18 structured 

notes that are included within long-term debt. During 2009 and 

2008, S55.7 billion and S62.7 billion, respectively, of long-term 

debt (including trust preferred capital debt securities) matured or 

was redeemed, including S27 .2 billion and S35.8 billioo, respec

tively, of 18 structured notes; the maturities or redemptions in 2009 

offset the issuances during the period. During 2009 and 2008, the 

Firm also securitized $26.5 billion and S21.4 billion, respectively, of 
credit card loans. 

Replac:ement capital covenants 

In connection with the issuance of certain of its trust preferred 
capital debt securities and its noncumulative perpetual preferred 

stock, the Firm has entered into Replacement Capital Covenants 

("RCCs"). These RC Cs grant certain rights to the holders of ·cov
ered debt.· as defined in the RCCs, that prohibit the repayment, 

redemption or purchase of such trust preferred capital debt securi

ties and noncumulative perpetual preferred stock except, with 
limited exceptions, to the extent that JPMorgan Chase has received, 

in each such case, specified amounts of proceeds from the sale of 

cenain qualifying securities. Currently, the Firm's covered debt is its 

5.875% Junior Subordinated Deferrable Interest Debentures, Series 

O, due in 2035. For more information regarding these covenants, 

reference is made to the respective RCCs (including any supple

ments thereto) entered into by the Firm in relation to such trust 

preferred capital debt securities and noncumulative perpetual 

preferred stock, which are available in filing.s made by the Firm 

with the U.S. Securities and Exchange Commission. 

Cash flows 

For the years ended December 31, 2009, 2008 and 2007, cash 
and due from banks decreased S689 million, S 13.2 billion and 

S268 million, respectively. The following discussion highlights the 
major activities and transaaions that affected JPMorgan Chase's 

cash flows during 2009, 2008 and 2007. 

Cash Rows from operating activities 

JPMorgan Chase's operating assets and liabilities support the 

Firm's capital markets and lending activities, including the origi

nation or purchase of loans initially designated as held-for-sale. 

Operating assets and liabilities can vary signtticantly in the normal 

course of business due to the amount and timing of cash flows, 

which are affected by client-driven activities, market conditions 
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and trading strategies. Management believes cash flows from 
operations, available cash balances and the Firm's ability to 
generate cash through short· and long-term borrowings are 
sufficient to fund the Firm's operating liquidity needs. 

For the years ended December 31, 2009 and 2008, net cash pro
vided by operating activities was S 121.9 bilfion and S211 billion, 
respectively, while for the year ended December 31, 200 7, net cash 
used in operating activities was Sl 10.6 billion. In 2009, the net 
dedine in trading assets and liabilities was affected by balance 
sheet management activities and the impact of the challenging 
capital markets environment that existed at December 31, 2008, 
and continued into the first half of 2009. In 2009 and 2008, net 
cash generated from operating activities was higher than net in· 
come, largely as a result of adjustments for non-cash items such as 
the provision for credit losses. In addition, for 2009 and 2008 
proceeds from sales, securitizations and paydowns of loans origi
nated or purchased with an initial intent to sell were higher than 
cash used to acquire such loans, but the cash flows from these loan 
activities remained at reduced levels as a result of the lower activity 
in these markets since the second half of 2007. 

For the year ended December 31, 2007, the net cash used in trad· 
ing activities reflected a more active capital markets environment, 
largely from dient-driven market-making activities. Also during 
2007, cash used to originate or purchase loans held-for-sale was 
higher than proceeds from sales, securitizations and paydowns of 
such loans, ahhough these acrivities were affected by a signifKant 
deterioration in liquidity in the second half of 2007. 

Cash Dows from investing activities 

The Firm's investing activities predominantly include originating 
loans to be held for investment, the AFS securities portfolio and 
other short-term interest-earning assets. For the year ended 
December 31, 2009, net cash of S29.4 billion was provided by 
investing activities, primarily from: a decrease in deposits with 
banks reflecting lower demand for inter-bank lending and lower 
deposits with the Federal Reserve Bank relative to the elevated 
levels at the end of 2008; a net decrease in the loan portfolio 
across most businesses, driven by continued lower customer 
demand and loan sales in the wholesale businesses, lower charge 
volume on credit cards, slightly higher credit card securitizations, 
and paydowns; and the maturity of all asset-backed commercial 
paper issued by money market mutual funds in connection with 
the AML facility of the Federal Reserve Bank of Boston. Largely 
offsetting these cash proceeds were net purchases of AFS securi
ties associated with the Firm's management of interest rate risk 
and investment of cash resulting from an excess funding position. 

For the year ended December 31. 2008, net cash of S283.7 
billion was used in investing activities, primarily for: increased 
deposits with banks as the result of the availability of excess cash 
for short-term investment opportunities through interbank lend
ing, and reserve balances held by the Feder al Reserve (which 
became an investing activity in 2008, reflecting a policy change of 
the Federal Reserve to pay interest to depository institutions on 
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reserve balances); ner purchases of investment securities in the 
AFS portfolio to manage the Firm's exposure to interest rate 
movements; net additions to the wholesale loan portfolio from 
organic growth in CB; additions to the consumer prime mortgage 
portfolio as a result of the decision to retain, rather than sell, new 
originations of nonconforming prime mortgage loans; an increase 
in securities purchased under resale agreements reflecting growth 
in demand from clients for liquidity; and net purchases of asset
backed commercial paper from money market mutual funds in 
connection with the AML facility of the Federal Reserve Bank of 
Boston. Partially offsetting these uses of cash were proceeds from 
loan sales and securitization activities as well as net cash received 

from acquisitions and the sale of an investment. Additionally, in 
June 2008, in connection with the Bear Stearns merger, the Firm 
sold assets acquired from Bear Stearns to the FRBNY and received 
cash proceeds of $28.85 billion. 

For the year ended December 31,2007, net cash of S74.2 billion 
was used in investing activities, primarily for: funding purchases in 
the AFS securities portfolio to manage the Firm's exposure to 
interest rate movements; net additions to the wholesale retained 
loan portfor10s in 1B. CB and AM, mainly as a result of business 
g;owth; a net increase in the consumer retained loan portfolio, 
primarily reflecting growth in RFS in home equity loans and net 
additions to the RFS' s subprime mortgage loans portfolio (which 
was affeaed by management's decision in the third quarter to 
retain (rather than sell) ow subprime mortgages); growth in prime 
mortgage loans originated by RFS and AM that were not eligible to 

be sold to U.S. government agencies or U.S. government-sponsored 
enterprises; and increases in securities purchased under resale 
agreements as a result of a higher level of cash that was available 
for short-term investment opportunities in conneaion with the 
Firm's efforts to build liquidity. These net uses of cash were partially 
offset by cash proceeds received from sales and maturities of AFS 
securities and from credit card, residential mortgage, student and 
wholesale loan sales and securitization activities. 

Cash Rows from finandng activities 

The Firm's financing aaivities primarily reflect cash flows related to 
raising customer deposits, and issuing long-term debt (induding 
trust preferred capital debt securities) as well as preferred and 
common stock. In 2009, net cash used in financing activities was 
S 152.2 billion; this reflected a decline in wholesale deposits, pre
dominantly in TSS, driven by the continued normalization of whole
sale deposit levels resulting from the mitigation of credit concerns, 
compared with the heightened market volatility and credit concerns 
in the laner part of 2008; a decline in other borrowings, due to the 
absence of borrowings from the Federal Reserve under the Term 
Auaion Facility program; net repayments of advances from Federal 
Home Loan Banks and the maturity of the nonrecourse advances 
under the Federal Reserve Bank of Boston AML Facility; the June 
17, 2009, repayment in full of the $25.0 billion principal amount of 
Serie.s K Preferred Stock issued to the U.S. Treasury; and the pay
ment of cash dividends on common and preferred stock. Cash was 
also used for the net repayment of long-term debt and Hust pre-
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erred capital debt securities, as issuances of FDIC-guaranteed clebt 
and non-FDIC guaranteed debt in both the U.S . and European 
markets were more han offset by redemptions. Cash proceeds 
resulted from an increase in securities loaned or sold under repur
chase agreements, partly attributable to favorable pricing and to 
financing the increased size of the Firm's AFS securities portfolio; 
and the issuance of SS .8 billion of common stock. There were no 
repurchases in the open market of common stock or the warrants 
during 2009. 

In 2008, net cash provided by financing activities was S24 7 .8 
bi l l ion due to: growth in wholesa le  deposits, in particular, inter
est- and non interest-bearing deposits in TSS (driven by both new 
and existing clients, and due to the deposit in tlows related to the 
heightened volatility and credit concerns affecting the g lobal 
markets that began in the third quarter of 2008), as well as 
inc reases in AM and CB (due to organic growth); p roceeds of 
$2 5.0 bill ion from the issuance of prefe r red stock and the War
r ant to the U.S. Treasury under the Capita l Purchase Program; 
additional is suances of common stock and preferred stock used 
!or general corpora!e purposes; an increase in other borrowings
due co nonrecourse secured advances under the Federal Reserve
Banlc of Boston AML Facility to fu11d the pu rchase of asset-backed
commercia l  paper from money market mutua l func!s; increases in
ederal funds purchased and securities loaned or sold under

repurchase agreements in connection with higher cl i ent demand
for liquidity and to finance growth In the f irm's AFS secu, ities
portfolio; and a net increase in long-term debt due to a combina
tion of non-FDIC guaranteed debt and trust prefer red capital debt
securities issued prior to December 4, 2008, and the issuance of
$20 . 8 b illion of FDIC-guaranteed long·term debt issued dur ing
the fourth quarter of 2008. The fourth-quarter FD1C-guaranteed
debt issuance was offset partially by maturities of non·FD IC
guaranteed long-term debt during the same period. The increase
in long-term debt (induding trust preferred capital debt securi t ies)
was used primarily to fund certain illiquid assets held by the

parent holding company and to build liqu idity. Cash was also 
used to pay dividends on common and prefe rred s ode. The Firm 
did not repurchase any shares of its common stock during 2008. 

In 2007, net cas provided by financ ing activit ies was S 1 84. 1 
bi l lion due to a nee increase in wholesa le deposits from growth in 
business vo lumes, ifl particular, interest-bear ing deposits at TSS ,  
AM and CB; net i ssuances of long-term debt (including trust 
prefe rred capital debt securit ies) primarily to fund certa in illiquid 
assets held by the parent holding company and build l iquidity, 
and by IB from cl ient-driven structured notes transactions; and 
growth in commercial paper i ssuances and other borrowed funds 
due to growth in the vo lume of l i abi lity balances in sweep ac
counts in TSS and CB, and to fund trading posit ions and to fur
ther build liquidity. Cash was used to repurchase common stock 
and pay dividends on common stock. 

Credit ratings 

The cost and availability of financing are in fluenced by credit rat
ings. Reductions in these ratings could have an adverse effect on 
the Firm's access to l iquidity sources, increase the cost of funds, 
trigger additiona l collateral or funding requirements and decrease 
the number of investors and counterparties willing to lend 10 the 
Firm. Additionally, the F irm's funding requi rements for VIEs and 
other th ird-party commitments may be adversely affected. For 
additional information on the impact of a credit rat ings downgrade 
on the funding requirements for VIEs, and on derivatives and collat· 
eral agreements, see Special-purpose entities on pages 86-87 and 
Ratings profile of derivative receivables marked to market 
( " MTM"), and Note 5 on page 1 1 1  and pages 1 7>-1 83, respec
tively, of this Annual Report. 

Cr itical factors in maintaining h igh c redit ratings include a stable 
and diverse earnings stream. strong capi tal ratios , strong credit 
qua l ity and risk management controls. d iverse funding sources, 
and d iscipl ined l iqu idity monitoring procedures. 

The credit ratings of the parent holding company and each of the Firm's significant bank ing subsidiaries as of January 1 5, 201 0, were as folloW5. 

�hQO·lttm dtbl l�OiQC IQng-t�rm !!Cb! 
Moody's 

JPMorgan Chase & Co. P- t

JPMorgan Chase Bank, r�.A. P- 1 
Chase Bank USA. NA P- t

Ratings actions affecting the Firm 
On March 4, 2009, Moody's revised the outlook on the Firm to 
negative from stab le . This action was the resuk of Moody's view 
hat the F irm's ability to generate capira l would be adversely af

fected by higher credit costs due to the global recession . The rating 
action by Moody's in the first quarter of 2009 did not have a mate
rial impact on the cost or availability of the Fi rm 's fund ing. At 
December 3 1 .  2009, Moody's outlook remained negative. 

Ratings from S&P and Fitch on JPMorgan Chase and its prlndpal 
bank subs idiaries remained unchanged at December 3 1 ,  2009, 
from December 3 1 ,  2008. At December 3 1 ,  2009, S&P's outlook 
remained negative, while Fitch's outlook remained stable . 

J PMorg.in Chase & CoJ2009 Annual iePOrt 

S&P Fitch Moodfs S&P Fitch 
A- 1 F l +  Aa3 A+ AA· 
A· l + f l +  Aa l AA- AA· 
A- 1 + f l +  Aa l AA- AA-

Following the Firm's earnings release on January 1 5, 201 0, S&P 
and Moody's announced that their ratings on the Firm remained 
unchanged. 

If he firm's senior long-term debt ratings were downgraded by one 
add itional notch, the F i rm bel ieves the incrementa l  cost of funds or 
loss of funding would be manageable, with in the context of current 
market conditions and the F irm's l iqu idity resources. JPMorgan 
Chase's unsecured debt does not contain requi rements that would 
ca ll for an acceleration of payments, maturities or changes in the 
structu re of the existing debt, provide any l im itations on future 
borrowings or requi re additiona l col lateral, based on unfavorable 

99 



Management's discussion and analysis 

changes in the Firm's credit ratings, financial ratios, earnings, or 

stock price. 

On February 24, 2009, S&P lowered the ratings on the trust preferred 
capital debt securities and other hybrid securities of 45 U.S. financial 

institutions, induding those of JPMorgan Chase & Co. The Firm's 

ratings on trust preferred capital debt and noncumulative perpetual 
preferred securities were lowered from A· to BBB+. This action was 
the result of S&P's general view that there is an increased likelihood 

of issuers suspending interest and dividend payments in the current 

environment. This action by S&P did not have a material impact on 

the cost or avattability of the Firm's funding. 

On December 22, 2009, Moody's lowered the ratings on certain of 
the Firm's hybrid securities. The downgrades were consistent with 
Moody's revised guidelines for rating hybrid securities and subordi
nated debt. The ratings of junior subordinated debt securities with 
cumulative deferral features were lowered to A2 from A 1, while 
those of cumulative preferred securities were downgraded to A3 

from A2. and ratings for non-cumulative preferred securities were 

lowered to Baal from A2. 

On January 29, 2010, Fitch downgraded 592 hybrid capital instru

ments issued by banks and other non-bank financial institutions, 

including those issued by the Firm. This action was in line with 
Fitch's revised hybrid ratings methodology. The Firm's trust pre
ferred debt and hybrid preferred securities were downgraded by 

one notch to A. 

Ratings actions affecting Firm-sponsored seCl/ritization trusts 

In 2009, in light of increasing levels of losses in the Firm-sponsored 

securitization trusts due to the then worsening economic environ
ment, S&P, Moody's and Fitch took various ratings actions with 

respect to the securities issued by the Firm's credit card securitiza
tion trusts, including the Chase Issuance Trust, Chase Credit Card 
Master Trust, Washington Mutual Master Note Trust and SCORE 
Credit Card Trust. including placing the ratings of certain securities 
of such Trusts on negative credit watch or review for possible 
downgrade, and, in a few circumstances, downgrading the ratings 

of some of the securities. 

On May 12. 2009, the Firm took certain actions to increase the 

credit enhancement underlying the credit card asset-backed securi
ties of the Chase Issuance Trust. As a result of these aaions, the 

1 atings of all asset-baaed credit card securities of the Chase lssu-
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ance Trust were affirmed by the credit rating agencies. except for a 
negative rating outlook by Fitch which remains, as of December 31, 
2009, on the subordinated securities of the Chase Issuance Trust. 

On May 19, 2009, the Firm removed from the Washington Mutual 

Master Note Trust all remaining credit card receivables that had 
been originated by Washington Mutual. As a result of this action, 
the ratings of all asset-backed credit card securities of the Washing
ton Mutual Master Note Trust were raised or affirmed by the credh 

rating agencies, with the exception that the senior securities of the 
Washington Mutual Master Note Trust were downgraded by S&P 

on December 23, 2009. S&P's action was the result of their consid

eration of a linkage between the ratings of the securities of Wash
ington Mutual Master Note Trust and the Firm's own ratings as a 

result of the consolidation onto the Firm's Consolidated Balance 
Sheet of the assets and liabilities of the Washington Mutual Master 
Note Trust following the Firm's actions on May 19, 2009 (please 

refer to page 208 under Note 15 of this Annual Report). 

The firm did not take any actions to increase the credit enhance

ment underlying securitizations issued by the Chase Credit Card 
Master Trust and the SCORE Credit Card Trust during 2009. 

Certain mezzanine securities and subordinated securities of the 
Chase Credit Card Master Trust were downgraded by S&P and 
Moody's on August 6, 2009, and July 10, 2009, respectively. The 
senior and subordinated securities of the SCORE Credit Card Trust 

were placed on review for possible downgrade by Moody's on 
January 20. 2010. 

The Firm believes the ratings actions described above did not have 

a material impact on the Firm's liquidity and ability to access the 
asset-backed securitizatlon market. 

With the exception of the Washington Mutual Master Note Trust as 
described above, the ratings on the Firm's asset-backed securities 

programs are currently independent of the Firm's own ratings. 
However, no assurance can be given that the credit rating agencies 
will not in the future consider there being a linkage between the 

ratings of the Firm's asset-backed securities programs and the 

Firm's own ratings as a result of accounting guidance for QSPEs 
and VIEs that became effectr-1e January 1, 2010. For a further 
discussion of the new FASS guidance, see • Accounting and report· 

ing developments· and Note 16 on pages 140-142 and 214-222. 

respectively, of this Annual Report. 
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C R E D I T  R I S K  M A NAG E M E N T 

Credit risk is the r isk of loss from ob liger or counterparty defau lt. 
The Firm provides credit (for examp le, through loans, lending
related commitments, gua rantees and derivat ives) to a variety of 
customers, from large cor porate and institutional clients to the 
ind ividual consumer . For the wholesale bus iness , credit risk man
agement includes the distr ibution of the Firm's synd icated loan 
originations into the marketp lace with exposure held in the re
tained portfolio averaging less than 1 0%. VVholesale loans gener
ated by CB and AM are genera lly retained on the ba lance sheet. 
With regard to the consumer credit market ,  the F i rm focuses on 
creating a portfolio that is diversified from both a p roduct and a 
geographic perspective. Loss mitigat ion st rategies a re being em
p loyed for a l l  home lend ing portfolios. These st rategies include rate. 
reductions, forbearance and other actions Intended to min imize 
economic loss and avoid foreclosure. In the mortgage bus iness, 
origina ted loans are ei ther retained in the mortgage portfolio or 
secur itized and sold to U .S .  government agencies and U.S. govern
ment-sponsored enterprises. 

Credit r isk organization 
Ctedit risk management i s  overseen by the Ch ief Risk Officer and 
implemented within the l ines of business. The F i rm's credit risk 
management governance consists of the following functions: 

• establ i sh ing a comprehensive credit risk policy framework
• monitoring and managing credit risk auoss a ll portfolio

segments, including transaction and l ine approval
• assigning and managing credit authorities in connection with

the approval of all uedit exposure
• managing cri ticized exposures and delinquent loans
• calculating the a llowance for credit losses and ensu r ing appro-

priate credit risk-based capital management

Risk identification 
The F irm is exposed to credit risk through lending and cap ital 
markets activit ies. Credit risk management works in partnership 
with the business segments in identifying and aggregating expo
sures across all l ines of business . 

Risk measurement 
To measure credit risk, the Firm employs several methodologies for 
estimating the likelihood of ob l iger or counterparty default Me h
odologies for measuring credit ri\k va ry depending on several 
factors, includ ing type of asset (e.g., consumer instal lment versus 
wholesale loan), r isk measurement parameters (e.g., del inquency 
status and credit bureau score versus w o lesa le risk -rating) and risk 
management and co l lection processes (e.g., reta il co llection center 
versus centra l ly managed workout groups). Credit risk measurl!> 
ment is ased on the amount of exposure should the obl iger or the 
counterparty default, the probability of default and the loss severity 
given a default event. Based on these factors and related market
based inputs, the F irm estimates both probable and unexpected 
losses for the who lesale and consumer portfolios. Probable losses, 
reflected in the provision for credit losses, are based primarily upon 
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statistical estimates of credit losses as a result of obligor or coun
terparty default. However, probable losses are not he sole indica
tors of r isk. If losses were entirely predictable, the probable loss 
rate could be factored into pricing and covered as a normal and 
recurring cost of doing business .  Unexpected losses , reflected in the 
a l locat ion of c redit risk capita l ,  represent the potentia l vo latility of 
actua l  losses relative to the probable level of losses. Risk measu re
ment for the wholesa le portfo lio i s  assessed primari ly on a risk
rated basis; for the consumer portfolio, it is assessed primar ily on a 
c red it-scored basis . 

Risk-rated exposure 

For portfolios that are risk-rated (genera l ly held in IB, CB, TSS and 
AM), probab le and unexpeaed loss calculations are based on esti
mates of probability of default and loss g iven default. Probabi lity of 
default is the expected default calculated on an obliger basis. Loss 
given default is an estimate of lor.ses given a default event and takes 
mto consideration collateral and structural support for each credit 
facil ity. Calculations and assumptions are based on management 
in formation systems and methodologies which are under continual 
review. Risk ratings are ass igned to differentiate risk within the 
portfolio and are reviewed on an ongoing basis by Credit Risi: Man
agement and revised, if needed, to reflect the borrowers' current 
financial position, risk piofiles and the related collateral and srructural 
positions. 

Credit-scored exposure 

For credit-scored portfoli� (generally held in RFS and CS), probable 
loss is based on a statistical analysis of inherent losses over discrete 
periods of time. Probable losses are estimated using sophisticated 
portfolio modeling, credit scoring and decision-support tools to 
project credit risks and establ ish underwriting standards. In addition, 
common measures of credit quality derived from h istorical loss ex
perience are used to predict consumer losses . Other risk characteris
tics evaluated indude recent. loss experience in the portfolios, changes 
in origination sources, portfolio seasoning, loss severity and underly
ing credit practices, including charge-off polic ies. These analyses are 
app l ied to the Fi rm's current portfolios in order 10 estimate del in
quencies and severity of losses, which determ ine the amount of 
p robable losses. These factors and ana lyses are updated at least on a 
quarterly basis or more frequently as market conditions dictate. 

R isk monitoring 
The F irm has developed policies and practices that are designed to 
preserve the independence and integrity of the approval and deci
s ion-making process of extending credit, and to ensure credit risks 
are assessed accurately, approved properly, monitored regula rly 
and managed actively at both the transaction and portfolio levels. 
The policy framework establishes credit approval authorities, con
centration limits, r isk- rating methodologies, portfolio review pa
rameters and guidelines for management of distressed exposure. 
Wholesale credit r i sk i s  monitored regula r ly on both an aggregate 
po:-tlolio level and on an Individual customer basis. Management of 
the F i rm's wholesale exposure is accompl ished through a number 

1 0 1  



Managementts discussion and analysis 

of means including loan syndication and participations, loan sales, 

securitizations, credit derivatives, use of master nening agreements 
and collateral and other risk-reduction techniques, which are fur

ther discussed in the following risk sections. For consumer credit 

risk, the key focus items are trends and concentrations at the 
portfolio level, where potential problems can be remedied through 

changes in underwriting policies and portfolio guidelines. Con
sumer Credit Risk Management monitors trends against business 

expectations and industry benchmarks. 

Risk reporting 

To enable monitoring of credit risk and decision-making, aggregate 

credit exposure, credit quality forecasts, concentrations levels and 

risk profile changes are reported regularly to senior credit risk 

management. Detailed portfolio reporting of industry, customer, 
product and geographic concentrations occurs monthly, ar:id the 

appropriateness of the allowance for credit losses is reviewed by 

senior management at least on a quarterly basis. Through the risk 

reporting and governance structure, credit risk trends and limit 

exceptions are provided regularly to, and discussed with, senior 

management, as mentioned on page 94 of this Annual Report. 

2009 Credit risk overview 

During 2009, the credit environment experienced further deteriora
tion compared with 2008, resulting in increased defaults, down

grades and reduced liquidity. In the first part of the year, the pace of 
deterioration increased, adversely affecting many financial institutions 
and impacting the functioning of credit markets, which remained 

weak. The pace of dete1ioration also gave rise to a high level of 

uncertainty regarding the ultimate extent of the downturn. The Firm's 

credit pcrtfolio was affected by these market conditions and experi
enced continued deteriorating credit quality, especially in the first part 
of the year, generaHy consistent with the market. 
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For the wholesale portfolio, criticized assets, nonperforming assets 

and charge-offs increased significantly from 2008, reflecting contin· 

ued weakness in the portfolio, particularly in commercial real es-

tate. In the lanei part of the year, there were some positive 
indicators, for example, loan origination activity and market liquidity 

improved and credit spreads tightened. The wholesale businesses 
have remained focused on actively managing the portfolio, includ
ing ongoing, in-depth reviews of credit quality and industry, prod
uct and client concentrations. Underwriting standards across all 
areas of lending have remained under review and strengthened 

where appropriate, consistent with evolving market conditions and 

the firm's risk management activities. In light of the current market 

conditions, the wholesale allowance for loan loss coverage ratio 

has been strengthened to 3.57% from 2.64% at the end of 2008. 

The consumer portfolio credit performance continued to be nega
tively affected by the economic environment of 2009. Higher unem

ployment and weaker overall economic conditions have led to a 

significant increase in the number of loans charged off, while contin

ued weak housing prices have driven a significant increase in the 

severity of loss recognized on real estate loans that defaulted. During 

2009, the Firm took proactive action to assist homeowners most in 
need of financial assistance, including participation in the U.S. Treas
ury Making Home Affordable ("MHA "} programs, whidl are designed 

to assist eligible homeowners in a number of ways, one of which is by 
modifying the terms of their mortgages. The MHA programs and the 
Firm's other loss-mitigation programs for financially troubled borrow

ers generally represent various concessions, such as term extensions, 
rate reductions and deferral of principal payments that would have 

been required under the terms of the original agreement. The Firm's 

loss-mitigation programs are intended to minimize economic loss to 

the Firm, while providing alternatives to foreclosure. 

Mere detailed discussion of the domestic consumer credit environ

ment can be found in Consumer Credit Portfolio on pages 114-123 
of this Annual Report 
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C R E D IT P O RT FO L I O  

The fo llowing table presents JPMorgan Chase's credit portfolio as 
of December 3 1 ,  2009 and 2008. Total credit exposure at Decem
ber 3 1 , 2009, decreased by S3 22 .6 bill ion from December 3 1 ,  
2008, reflecting decreases o f  S 1 70 . S b i l lion in  the wholesale port
folio and S 1 52. 1 bi ll ion in the consumer portfolio. During 2009, 
lending-related commitments decreased by S 1 30 .3  billion , man
aged loans decreased by S 1 1 2 .4 b i ll ion  and derivative receivables 
decreased by $82 .4  billion . 

Whi le overal l  portfolio exposure  declined, the firm provided more 
than S600 bil lion in new loans and lines of credit to consumer and 
wholesale dients in  2009, includ ing individuals, smal l businesses, 
l arge co porations, nor-for -profit organizat ions, U.S. states and 
municipa lities, and other financial institutions . 

In the table below, reported loans include loans retained; loans held-for-sale (which are carried at the lower of cost or fair va lue, with changes in 
va lue  recorded in noninterest revenue); and loans accounted for at fair va lue. loans retained are presented net of unearned income, unamortized 
discounts and premiums, and net deferred loan costs; for additiona l information, see Note 1 3  on pages 200-204 of th is Annual Report. Nonper
forming assets include nonaccrual loans  and assets acquired in satislactio11 of debt (primarily real estate owned). Nonaccrual loans are those for 
which the accrual of imerest has been suspended in accordance with the Fi rm 's  accounting po l icies. which are descr ibed in Note 1 3  on pages 
200-204 of this Annual Report. Average retained loan ba lances are used for the net charge-off rate cakulations .  

Total credit portfolio 

As of or for the year ended 
December 3 1 , 

Nonperforming 
.mecs<cKdl 

90 days or more past dye 
and still amu,ng(dl 

Average annual 
f:ICI tbs:rge:lltis aft rJlscgi:::g!f !�!e<e )(fl 

(in millions, enept ratios) 
Total credit portfolio 
Loans teteioed 
loans he!d- !or -sale 
Loans at lair value 
Loans - reported 
loans - seculittled(a) 

Total managed loans 
Oemative receivables 
Rece"cvables from customers 
Interests i purthased 

receivables 
Total managed 
credit-related assets 

lending-related 
commitments 

Assets acquired in 
loan $iltlsfactions 

Real estate owned 
Other 
Total assets acquired 

in  loan satisfactions 
Total credit portfol io 
Net credit derivative 

hedges notiona1(bl 
l u1d securii;es col late1al 

2009 2008 

S 627,2 1 8  
4,876 
1,364 

633,4511 
84,626 

7 1 8,084 
80, 2 1 0  
1 5, 745 

2,927 

728,91S 
8,287 
7,696 

744,898 
85,57 1 
30, 469 

1 62,626 
1 6, 1 4 1 

8 1 6,966 1 ,009,236 

991 ,095 1 , 1 2 1 , 378 

NA 

NA 

NA 
NA 

NA NA 
S 1 ,808.061 s 2, 1 30.6 1 4 

2009 2008 

S 17,219 S 8,92 1 
234 1 l  
1 1 1  20 

1 7,564 8.953 

1 7, 564 8,953 
529 1 .079 

18,093 1 0,032 

NA NA 

1 , 548 
1 00  

1 ,648 
S 19,741  

2,533 
149 

2,682 
$ 1 2, 1 1 4  

S (48,3 76) S (9 1 ,451 )  S ( 1 39) 

2009 2008 

S 4,355 S 3,275 

4,355 3, 2 i5 
2 ,385 1 .802 
6,740 S.077

6 , 740 5, 077 

NA NA 

NA 

NA 

NA 

S 6,740 

NA 

NA 

NA 

NA 
S 5,0/  I 

NA 

2009 

S 22,965 

22,965 
6,443 

29,408 
NA 
NA 

29,408 

NA 

NA 

NA 

NA 

S 29,408 

NA 

s 

2008 

9,835 

9,835 
3,6 1 2  

1 3,447 
NA 
NA 

1 3,447 

NA 

NA 
NA 

NA 
S l l,447  

NA 

eld against deri�auves (1 5,5 1 9) ( 1 9,8 1 6) NA NA NA NA NA NA 

2009 

3.42% 

3 .42 

7.55 
3.88 

NA 
NA 

3 .88 

NA 

NA 

NA 

NA 
3.88% 

NA 

NA 
(a) Represents secuntizcd credit card receivables. for fun her discuss,oo of credit card securitilations, see ote 1 5  on pages 206- 2 1 3  of this Annual RepolT. 

2008 

l . 73 % 

1 . 73 
4.53 
2.08 

NA 
NA 

2 .08 

, A 

NA 
NA 

NA 

2 .08 % 

NA 

A 

(bl Repments the net norional aroount of prot&tion pu,chased and �d of single-name and portfolio credit deri�a!M!S used to manage both performing and r:onperl0fm1119
credit �,posu,es; these derivatives do no! qual ify for hedge accounting undet U.S. GAAP. for addit10nal ,nformation, see Credil derivatiws Oil pages 1 1 1 - 1 1 2  and ote 5 on 
pages 1 75-183 of this Annual Report 

{cl Al DeQorn.be d 1, 2009 and 20C8, ntJ1peiforming loans aro assecsexduded: (l )  mortgage loans inSUled by U.S. government agen<ie5 of S9.0 bi llioo and S3.0 b,"l'!m, respeai'lt'tf. (2) real 
�ate O'M1ed insured by U.S. goverrirent agencies ol SS79 ,r,ilfoo and S364 miU'on, r� m G) sn.dent loans !hat are 90 d¥ pa� due and s ' I acouing. wlich are inSU1ed by 
U.S. go,.-ermr<l!llt ager-.cies ur.der tt.e federal fa iy Edtatill1 Loan Proc}"am ol S542 millioo and S437 milfon, �iy. These atllO<f115 are exdu:led, as reimbt.rsemeot is !)'()(mng 
roona'fy. I n  m ·011. the Film's IXJII()' Is gene.al� to exempt credl card loans from being placed on nonacauaJ ltatus as permitted by regu!atorygooance. Uncler guicl.rice =ed by :he 
federal financial lnstJMiolls Examrnation COllllci\ credit card loans are charged off by the l!lld of Ille mooth ln "'1lich tile acmlllt becomes 180 days past due or v,ithin 60 days from reatv
,r,g n01ifka1IOO alxxJi a sperjf:ed Mill (e.g., bank'lllp[cy ol me borrower). whidlever is e.rier.

(dl hdudes purch� credit-impaired loans that were acquued as part of me Wash1t19ton Mutua l transaction. which are accoumed for on a pool basis. Sin" each pool is 
accoo,ired 101 as a sing le asset with a s <0gle composite imerest , ate and an aggregate eiqieaation o! cash flam, the pa51 due statu� o! the pools, or that of indr•�c!ual loans 
\..;thin the pools, is nOI meaningful . Because the Fmn is recognizi ng interest income on each pool ol loallS. they are al l ,ons:dered to be performing. 

(e) Net chalge-olt ratios Wl!fe calrulated using: { l )  211erage retai ed loans ol S672 . 3  · Roo and S567.0 billioo t01 1lle years ended December 3 1 ,  W09 and 2008, respectiwl'f, 
(2) average securltiled loans of S85,4 btll"Oll and S79.6 billion !01 the �ars efldead December 31 ,  2009 and 2008, respearvely; and (3) a�rage managed loans of S 757. 7 bi l lion and
$646.6 biffioo for the years ended December 3 1 ,  2009 and 2008, respectively. 

(Q firmwide net marge-off r atios were calculated i ncluding average purchased credit-impaired loans of SBS.4 b,moo and S22.3 bdlion at December 3 1 . 2009 and 2008, r5pec
t" ely. Excluding t e impact of pu r thased credit - impaired !cans, me total Firm's managed net charge-off rate would have been 4.37% and 2. 1 5% respectivl'ly. 
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Management's discussion and analysis 

WHOLESALE CREDIT PORTFOLIO 

A5 of December 31, 2009, wholesale exposure (18, CB, TSS a d AM) 
decreased by S 170.S billion from December 31, 2008. The S 170.S 
billion decrease was primarily driven by decrea5es of $82.4 billion of 

derivative receivables, S57 .9 billion of loans and '32.7 billion oi 
lending-related commitments. The decrease In derivative receivables 

Wholesale 

was primarily related to tightening credit spreads, volatile foreign 
exchange rates and rising rates on interest rate swaps. Loans and 

lending-related commitments decreased across most wholesale lines 
of business. as lower customer demand continued to affect the level 
of lending activity. 

90 days past due 
As of or for the year ended December 31, �r�dil �XQQ�l,!r� NQnQ!:c.!Qrrning IQ�nilb) �nd llill mn1in11 
(in millions) 2009 2008 2009 2008 2009 2008 
Loans retained S 200,077 S 248,089 $6,559 S 2,350 S 332 $ 163 
Loans held-foMale 2,734 6,259 234 12 
Loans ar fair �alue 1,364 7,696 111 20 
Loans - reported $204,175 5 262,044 S 6,904 $ 2,382 S 332 $ !63 
Derivative receivables 80,210 162,626 529 1,079 
Receivables from customers 15,745 16,141 
lnterem in e!!rchased receivables 2

!
927

Total wholesale credit-related assets 303,057 440,81 l 7,433 3,461 332 163 
Lendin�-related commitments 347, 15S 379,871 NA NA NA NA 
Total wholesale credit exeosure S 650,212 S 820,682 S 7,433 S 3,461 S 332 S 163 
Net ctedit derivative hedges notiona1(a) S (48,376) S 19 ,451) $ (139) s NA NA 
iguid securities collateral held against derivatives (15,519) (19,816) NA NA NA NA 

(a) Repres.ents the net notional amount o pro!ectioo purchaled and 1old of sing�-name and portfolio uooit derivatives 1151:lJ to manage both pe,torming and nonperfo1,
mg credit exposwes; 1he1e derivatives do nol qualify for hedge accounting under U.S. GAAP. For additional inforllldtion, see Credit derf'/alive.s on pages 111-112, �nd
Nole S on pages 17S-183 ot t�-� Annual Repon.

(�) hdudes assets acquired· loan saiislaaions. for additiooal -nlormatior., see the wholesale nonperlorm'ng assets by frne of busine1s segment table on pages 108-109 
of ;h,s Anll!Jal Report. 
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The following table presents rnmmaries of the maturity and ratings profiles ot the wholesale portfolio as of December 31, 2009 and 2008. The 
ratings scale is based on he Firm's Internal risk ratings, which generally correspond to the ratings as defined by S&P and Moody's. 

Wholesale aedit exposure - maturity and ratings profile 

December 31, 2009 
(ln billions, exceet ratios) 
Loans 
Derivative receivables 
leridin9-related commitments 
Total extluding loans 

held-for-sale and loans 
at fair value 

Loans held-for-sale and 
loans at fair value(a) 

Receivables from customer5 
Interests 1n purchased 

receivables 
Total exeosure 
Ne credi derivative hedges 

notiona1{b) 

December 31, 2008 
(in billions, exceet ratios) 
loans 
Derivative receivables 
Lendi�·related commitments 
Total excluding loans 

held-for-sale and loans 
at fair value 

Loans held-for-sale and 
loans at fair value(a) 

Receivables from customers 
Total e1teosure 
Net nedit derr.atrie hedges 

notion21(b) 

aturitt ei:ofile(cJ 
Due in 1 Due after \ year Due after 

tear or fess 1hrou9!! 5 rear5 5 lears 
29% 40% 31% 
12 42 46 
41 57 2 

34% 50% 16% 

49% 42% 9% 

Maturi� e!:ofile(cl 
Due in 1 Due alter I year 

xea1 or less through 5 tear5 
32% 43% 
31 36 
37 59 

34% 50% 

47% 47% 

Due aiter 
5 rears 

25% 
33 
4 

f6o/o 

6% 

Ratin� erofile 
IDml!DiDl-!lE�di (" l!:i "l NQoirh'.�i!ms:m-gr�dc rota!% 

Total AAAJAaa to BBB-1Baa3 BB+IBa 1 & below Total of!G 
100% $118 s 82 5 200 59% 
100 61 19 80 76 
100 281 66 347 81 

100% S 460 S 167 627 73'¼ 

4 

16 

3 
S 650 

100% s (481 s - S (48) 100% 

Ratings profile 
I !!V��l!I!�l!!-!;l[i!�£ (" l(;i • l Ngoin rnm�!ll·graQ£ Toti11% 

Total AANAaa to SBB-1Baa3 BB+IBal & below Total oflG 
100% i 161 s 87 S 24B 65% 
100 127 36 163 78 
100 317 63 380 83 

100% S605 S 186 791 77% 

14 
16 

S S21 

100% S (82) S (9) 1 (91) 90% 
(a) Loans held-for-sale and loans a1 fair value relare primarily to syndicated loans and loans transferred from the retained portfo o. 
(bl Represents the net notional amounts of protection purchased and sold of 1ingi�name and portfoifo credit derivatille.s used co manage the oedit exposures; these 

cerilla:illes do no, qualify for hedge accounting under U.S. GAAP. 
(c) The maturity profile of loans and lending-related commitments is based on the remaining contraaual marurit,. The maturity profile of derriah'le receivable� ii based on 

!he matur1ry profrle of average exposure. See Derilla1ive con11ms on pages 110-112 of ti.is Annual Report for further dlscussion ol averagee�posU1e. 

Wholesale credit exposure - selected industry exposures 

The Flrm focuses on the management and diversification of its indus
try exposures, with partlc lar attention paid to industries with actual 
or potential credit concerns. Customer receivables representing 
primarily margin loans 10 prime and retail brokerage dients of S 15. 7 
billion are induded in the table. These margin loans are generally fully 
collateralized by cash or highly liquid securities to satisfy daily mini
mum collateral requirements. Exposures deemed criticized generally 
represenr a ratings profile similarto a rating of "CCC+"l"Caal • 
and lower, as defined by S&P and Moody's. The total criticized 

JPMorgan Chase &- Co./2009 Annual Repon 

component of the portfolio, exduding loans held-for-sale and loans 
at fair value, increased to S33.2 billion at December 31, 2009, from 
$26.0 billion at year-end 2008. The increase was primarily related 
to downgrades within the portfolio. 

During the f01Jrth quarter of 2009, the Firm revised certain industry 
dassifications to bener reflect risk correlations and enhance the 
Firm's management of industry risk. Below are summaries of the top 
25 industry exposures as of December 31, 2009 and 2008. For 
additional information on industry concentrations, see Note 32 on 
pages 242-243 of this Annual Report. 
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Management's discussion and analysis 

Wholesale credit exposure - selected industry exposures 

Collateral 
%ol Ner Credit held again5t 

lov�tment Non,nv�menr·i� cd."cized charge-offs/ derivative dtrivative 
rade Noncrijicaed C1iudred rtfollo {recoveries) tied es(e) receivables(!) 

S 68,509 11% 55% S18.810 S 11,975 36% s 688 S (1,168) s (35) 
Banb and finance compani� 54,053 9 81 8,424 2,053 6 719 (3,718) (8,353) 
Healthcafe 35,605 6 83 5,700 329 1 10 (2,545) (125) 
State and municipal govemmeo� 34,726 5 93 1,850 466 (204) (193)
Utilili1!5 27,178 4 81 3,877 1,238 4 182 (3,486) (360)
Cons mer l)l'oduas 27,004 4 64 9,105 515 2 35 (3,638) (4) 
A,set manager, 24,920 4 82 3,742 680 2 7 (40) (2,105) 
Oil and gas 23,322 4 73 5,854 386 1 16 (2,567) (6) 
Retail and consumer services 20,673 3 58 7,867 782 2 35 (3,073) 
HoldirnJ wmpanies 16,018 3 86 2,107 110 275 (421) (320) 
Teclmology 14,169 2 63 4,004 1,288 4 28 (1,730) (130) 
Insurance 13,421 2 69 3,601 599 2 1 (2,735) (793) 
Machinery and equipment 

manufacturing 12,759 2 57 5,122 350 1 12 (1,327) (1) 
Metalslminmg 12,547 2 56 4,906 639 2 24 (1,963) 
Media 12,379 2 55 3,898 1,692 s 464 (1,606) 
Telecom ,mkes 11,26S 2 69 3,273 251 1 31 (3,455) (62) 
Securities firms and exchanges 10,832 2 76 2,467 145 (289) (2,139) 
Busine� .ervioes 10,667 2 61 3,859 344 1 8 (107) 
Building materiaislconstruction 10,448 2 43 4,537 1,399 4 98 (1.141) 
Cht,11iwl5/plastics 9,870 2 67 2,626 611 2 22 (1,357) 
Transportation 9,749 1 66 2,745 588 2 61 (870) (242)
Central government 9,S57 99 77 (4,814) (30) 
Automotive 9,357 41 4,252 1,240 4 52 (1,541) 
Leisue 6,822 40 2,274 1,798 s 151 (301) 
Agriculturelpal)l!r manufa.cnring 5.801 1 37 3,132 500 2 10 (897) 
AJI o,her(b) 135,791 22 86 15,448 3,205 10 197 p.383) !621)
Subtotal S 627,442 100% 73% S 133,557 S 33,183 100% 53,132 S (48,376) S !15,519) 
Loil/\s held-Jor-5.ale and loans at 

fair value 4,098 1,545 
Receivable1 trom customers 15,745 
Interest In �(ha� receivable1lcl 2,927 
Total S 650,212 S 133,557 S 34,728 S ], 132 S (48,376) S (15,519) 
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Col lateral 
% of Net Credit held against 

December 3 1 .  2008 % of lr.ve11ment !onlnvestment-grade criticized charge-ofu.1 de rilative deri.rative 
(in m illions, except ratios) portfo lio rade Noncrlticized Cr�icized mono (recovenes) hed es(e) receivable�!) 
Top 25 Industries a 

Real estare S 80,284 10% 70% 1 7,849 5,961 23% S 2 1 2 (2. 4 1 ) (48) 
Ban s am! finance c.ompa ·es 75,577 10 79 1 2,953 2.849 I \  28 (5,0 16) (9,457) 
Healthcare 38,032 5 83 6,092 436 2 2 (S. ]38) ( 1 99 )  
5tate a n d  muntCipal govemmerm 36,772 s 94 1 ,278 847 3 (677) ( 1 34 )
Utifnies 34,246 4 83 5,844 1 1 4 3 (9,007) (65 )  
Consumer products 29,766 4 65 9,504 792 3 32  (8. 1 4) {54) 
Asset manage� 49, 256  6 85 6,4 18  819  3 I S  ( I S) ( 5, 303 ) 
OH and gas 24. 746 3 75  5,940 23 ) 1 1 5  (6,627) (7) 
Reta i l  and consuml!f servi ces 23 ,223 3 54 9,357 1 , 3  I 1 s (6) (6, 1 20) (55 )  
Holding companies 14,466 2 70 4, 1 82 1 16 ( I ) (689) {309 ) 
Technologf 1 7 ,025 2 67 5,39 1 230 (3,922) ( 3 )
lnsUJante 1 7 , 744 2 78 3, 138 712 (5,0 16) (846)
Machinery and equipment 

manufani,ing 1 4,501  2 64 S,095 1 00  2 2  (3, 743) (6 ) 
eral�mil�ng 1 4.,980 2 6 1  5,579 262 I (7) (3, 149) (3 ) 

Media 3. 1 7 7 2 6 1  3,719 1 , 305 5 26  {3.435)
lel ecom sl!rlices 1 3,237  2 63 4,368 499 2 (5) {7,073) (92) 
�cur1ties firms and exchange1 25,590 3 81  4,744 138 ( 1 5 1 ) (898) 
a us:ness services 1 1 , 247 64 3,885 145 46 (357)
Builarng materials/construcrion 1 2,065 49 4,925 1 . )42 22 (2,60 1 )
Chemkal1plastics 1 1 , 7 1 9 66 3,3S7 59 1  5 (2. 709)
r ran1ponation 1 0,253 1 64 3, 364 3 19  ( 1 , 567)
Central goveroment 1 4,441 1 98 276 (4, 548) (35) 
Automotive 1 1 ,448 1 52 3,687 1 . 775 7 ( 1 )  (2,975) ( 1 )  
leisure 8, 1 58 I 42  2,827 1 , 928 7 ( 1 ) (72 ) 
A9 ricu ureipaper manufacturing 6,920 1 43  3,226 126 3 1 (835) 
All other(b) 1 8 1, 7 1 3  23  86 22.321 2,449 9 (6) (4,805) (2,301 )  
Subtotal S 790,586 100% 77% S 159,379 S 25,997 10()% S 402 S (9 1 ,45 1 ) S ( 19,8 16) 
Loans held·for ·sal e and loans 

at fair value 13,955 2,258 
Receivables from customers 1 6, 1 4 1  
rn1l!fes1 , n eurchased receivabies<cl 
Total ! 820,682 S 1 59, 379 � 28, 255 S 402 S (9 1 ,451) S ( 19,8 16)  
(a) RankiflQS .re based on e1Cp05ure at Decembet 3 1 , 2009. The rankings of the industries presen ed in the 2008 table are based on ihe rankings of such indust1 ie1 at year-end

2009, no: actual ran 'ngs in 2008
(b) FOf more ,nformat i on on e�po§ures to SPEs included in all other, ,ee Note 16 on pagu 2 1 4-222 of this Annual Report 
(c) Represents undivided i ntl!feru in pools of receivables and similai type� of assets due to the con501idation dUfing 2009 of one of the firm·admimstered multi ·Sl!ller condwts. 
(d) Credit exposure is net of risk par.idpations and exdudes the benefit ol cred� (mivarr.-e hedges and  tolla!er a l  held agai nst derivative recei•,abl es or loans. 
M Repre,enll the net noiional amou11!s of protection purchased and sold of single- name and portfolio credit derivatives used to manage the credit eJ<l)OSl.feS; these deriv.nives 

do not qual ify for hedge accounting . 
(I} Represtr1!S other liquid securiti<?s coUareral held by lt.e Firm as ol Decem�r 3 1 , 2009 and 2008, respectively. 

Presented below is a disrussion of several industries to which the Firm 
has significant expo5llre, as well as industries the Firm continues to 
monitor because of aaual or potential credit concerns. For additional 
information, refer to the tables above and on the preceding page.

• Real esme: Exposure to this industry decreased by 1 5% or
$ 1 1 .8 bi llion from 2008 as loans and commitments were man
aged down, predominantly through repayments and loans
sales . This sector continues to be challenging as  property val ·
ues  in the U .S . remain u nder p ressure, particularly in  certain
regions . The ratios of nonperforming loans and net charge-offs
to loans have increased from 2008 due to deterioration in the
commercia l  real estate portfolio, particula r ly i n  the latter half
of 2009. The multi-family portfolio, which represents almost 
ha lf of the commerc ial real estate exposure, accounts for the

JPMorgan Chase & Co./2009 Annual Report 

sma llest proportion of nonperforming loans and net charge· 
offs. The commerc ial lessors portfolio i nvolves real estate 
leased to retail, industria l  and office space 1enants, while the 
commercial construction and development portfolio indudes 
financing for ihe construction of office and professiona l  bui ld· 
i ngs and ma l l s. Commercial real estate exposure in CB is p re 
dominantly secured; CB's exposure represents the majority of  
the Firm's commercia l  rea l  estate exposure. 1B  manages less 
than one fifth of the tota l Fi rm's commercial real estate expo
sure; IB's exposure represents primar i ly unsecured lending to 
Rea! Estate Investment Trust ("RE ITs "), lodging, and home
build ing clients.  The increase in criticized real estate exposure 
was largely a result of downgrades wittlin the overall po rtfolio 
reflecting the continued weakening oedit environment 
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Management's discussion and analysis 

The following table presents additional information on the wholesale real estate industry for the periods ended December 31, 2009 and 2008. 
%of net 

December 31, 2009 Credit % of oedit Cmiclred Nonperforming % of nonperiormlng Net charge-of/sf ch arge-ofts 
(in m11l,ons, exO!pt rat,os) exe:!!Me 22moc'O ex�sure loans loans to total loanslb) (recoveriei) to total loani (b) 
Comrnerdal real es1ate subcategories 
Multi- amify Sl2.07l 47% s 3,986 S 1,109 3.57% S 199 0.64% 

Commercial lesSO(s 18,512 27 4,017 1,os, 6.97 232 1.53 

Commemal conmuctron and development 6,S93 10 1,518 313 6.81 105 2.28 
Olherla) 11,331 16 2,454 409 6.44 152 2.39 
Total commercial real estate S 68,509 100% S 11,975 S 2,888 S.05% $ 688 1.20% 

% of nonperforming Net charge-oHSi 
%of net 

Oerembe< 31, 2008 Credit o/aofaedlt Cri 'cized Nonperi01m,ng chaige-ofls 
(in millions, l!J<Cl'et ratios) ex�sure e£rtfolia exposure loans !oans to total toans( bl (recoveries) to total loans (b)
Commercial real estate subcategories 
Muhl-family S 36,188 45% S 1,191 S 293 0.87% s (1) -% 

Commercial le5sors 21,037 26 1,649 74 0.43 4 0.02 
Commercial construction and develop,1ent 6,688 8 706 82 1.95 4 0.10 
Other<a) 16,37\ 21 2,415 357 3.89 205 2.23 
Total commercial real estate s ao, 84 100% S:i,%1 S806 1 25% S 212 0.33% 
(a) Olhet i dudes lodging. REtTs. single lami�,, homebuilders and other real e11ate.
fb) Ratios were calcclated using er.d-ol-penod retained loan$ of S57.2 bi�ion and S64.5 bilhon fo1 the years ended Oetcmbet: 31, 2009 and 2008. resi:«tivc�.

• Banks and finance companies: Exposure to this industry de
creased by 28% or S21.5 billion from 2008, primarily as a result
of lower derivative exposure to commercial banks.

• Automotive: Conditions In the U.S. had impioved by the end of
2009, largely as a result of the QOIJernment supported restructur·
ing of General Motor5 and Chrysler in the first hatt ot 2009 and the
related effects on automotive suppliers. E:<posure to this industry
decreased by 18% or $2. 1 billion and criticized exposure de
creased 30% or $535 million from 2008, largely due to loan re
payments and sales. Most of he Firm· s remarning criticized
exposure i this segment remains performing and is substantially
secured.

• Leisure: Exposure to this industry decreased by 16% or S 1.3
billion from 2008 due to loan repayments and sales, primarily in
gaming. While exposure to this industry declined, the criticized

loans 

component remained elevated due to the continued weakness in 
the industry, particularly in gaming. The gaming portfolio contin
ues to be managed actively. 

• All other: All other in the wholesale credit exposure concentration
table on pages 106-107 of this Annual Repon at December 31,
2009 (exduding loans held-for-sale and loans at fair value) in
cluded S 135.8 billion of aedit exposure to seven industry seg
ments. Exposures related to SPEs and to lncfrviduals, Private
Education & Civic Organizations were 44 % and 4 7%, respectively,
of this category. SPEs provide secured financing {generally bac�ed
by receivables, loans or bonds) originated by a diverse group of
companies in industries that are not highly correlated. For funher
discussion of SPEs, see Note 16 on pages 214-222 of this Annual
Report. The remaining all other exposure is well-diversified across
industries and none comprise more than 1 .0% of total exposure.

The following table presents wholesale loans and nonperforming assets by business segment as of December 31, 2009 and 2008. 

(in millions) 
Investment Bank 
Commercial Ban�ing 
Treasury & Secur�ies Services 
Asset Management 
Corporate/Private Equity 
Total 

108 

Retained 
S 45,544 

97,108 
18,972 
37,755 

698 
$200,077 

Loans 
Held-for-sale 
and fair value 

S 3,567 
324 

207 
S 4,098 

Total 

s 49,111 

97,432 
18,972 
37,755 

905 
S 204,175 

December 31, 2009 

Nonperforming 

Derivatives loans 

S 3,504 
2,801 

14 
580 

s 

S 6,904(a) $529 

Assets acquired in loan 
satisfactions 

Real estate Nonperf01min9 
O'Nned Other assets 
S 203 s- S 4,236

187 1 2,989 
14 

2 582 
s 

S 392 s 1 S 7,826 
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December 31, 2008 
Assets acqlJired in loan 

Loans Nonperforming satisfactions 
held-for-sale Real l'State Nonperforming 

(in millions) Retained and fair value Derivatiws owned Other assets Total Loans 
Investment Billlic. , 71,357 S 13,660 S 1,019(b) S 247 S - S 2,501 S 85,017 S l, 175 
Commefcial Banking 115,130 295 102 14 1,142 115,425 1,026 
Treasury & Securities SerVires 24,508 30 24,508 30 
Asset Management 36,188 25 172 36,188 147 
CorporatefPrivate Equity 906 4 906 4 

Total $ 248,089 S 13,95:, S 1,079 S 349 S 39 $ 3,849 S 262,044 S 2,382{a) 
(a) The firm held allowance for loan losses of $2 .0 billion and S7 I 2 million related to nonpeiform\ng retained loans resulting in allowance covefage ratios of 31 % and

30%, at December 31, 2009 and 2008. respectively. Wholesale onperforming loans represent 3.38% and 0.91 ¾ of total vho:esale loans at Decembe1 31, 2009 and
2008, respectively.

(b) Nonperlorm1ng derivativ� represent ess than 1 0% of the total denvative receivables net of cash collateral at both December 3 t. 2009 and 2008.

In the normal course of business, the Firm provides loans to a 
variety of customers, from large corporate and institutional clients 
to high-net-worth individuals. 
Retained wholesale loans were S200.1 billion at December 31, 
2009, compared with S248.1 billion at December 31, 2008. The 
$48.0 billion decrease, across most wholesale lines of business, 
reflected lower rustomer demand. Loans held-for-sale and loans at 
fair value relate primarily to syndicated loans and loans transferred 
from the re ained portfolio. Held-for-sale loans and loans carried at 
fair value were S4.1 billion and S 14.0 billion at December 31, 2009 
and 2008, respectively. The decreases in bo1h held-for-sale loans 
and loans at fair value reflected sales, reduced carrying values and 
lower volumes in the syndication market. 
The Firm actively manages wholesale credit eXpOsure through loan 
and commitment sales. During 2009 and 2008, the Firm sold $3.9 
billion of loans and commitments in each year, recognizing losses of 

S38 million and S41 million in each period, respectively. These results 
include gains or tosses o sales of nonperforming loans, if any, as 
discussed on page 110 of this Annual Repoct. These activities are not 
related to the Firm's securitization activities, which are undertaken for 
liquidity and balance sheet-management purposes. For further 
discussion of securiti2ation activity, see Liquidity Risk Management 
and Note 1 Son pages 96-100 and 206-213, respectively, of this 
Annual Report 
Nonperforming wholesale loans were S6.9 billion at December 31, 
2009, an increase of S4.5 billion from Decembe, 31, 2008, reflect· 
ing continued deterioration in the credit environment, predomi
nantly related to loans in the real estate. leisure and banks and 
finance companies industries. As of December 31, 2009, wholesale 
loans restructured as part of a troubled debt res ructuring were 
approximately $1. 1 billion. 

The following table presents the geographic distribution of wholesale loans and nonperforming loans as of December 31, 2009 and 2008. The 
geographic distribution of me wholesale portfolio is determined based predominantly on the domicile of the borrower. 

loans and nonperforming loans, U.S. and Non-U.S. 

Wholesale 
(in millions) 
U.S. 
Non-U.S. 
Ending balance 
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December 31. 2009 

Loans 
S 149,085 

55,090 
S 204, 17S 

Nonperforming 
loans 

S 5,844 
1,060 

S 6,904 

December 31 2008 

Loans 
$ 186,776 

75.268 
S 262,044 

Nonperforming 
loans 

S 2. 123 
259 

S 2,382 
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Management's discussion and analysis 

The following table presents the change in  the nonperforming loan 
portfolio for the years ended December 3 1 ,  2009 and 2008. 

Nonperforming loan activity 
Wholesale 
Year ended December 3 1 ,  (in mi ll ions) 
Beginning balance 

Addiriom 
Reductiom: 

Paydowns and other 
Gross charge-olfs 
Returned to performing 
Sa les 

Total reductions 
Net additions 

Ending balance 

2009 
S 2,382 
1 3,591 

4,964 
2,974 

341 
790 

9,069 
4,522 

S 6,904 

2008 
5 1 4 

3 ,381 

859 
521 
93 
40 

1 , 5 1 3  
1 , 868 

S 2.382 

The fo l lowing table presents net charge-offs, which are defined as 
gross charge-offs less recoveries, for the years ended December 3 1 ,  
2009 and 2008. The amounts i n  the table be low do not include 
ga ins from sales of nonperforming loans. 

Net charge-offs 
Wholesale 
Year ended December 3 1 ,  
(in mnl io1u, except ratios) 
Loans - reported 

Average loans 1etained 
Net charge-offs 
Average annual net char9!!·0f! rate 

Derivative contracts 

2009 

S 223,047 
3,1 32  
1 .40% 

2008 

S 2 1 9, 6 1 2  
402 
0 . 1 8%  

In t h e  norma l course of business ,  the F irm u.ses derivative instru
ments to meet the needs of customers; to generate revenue 
through trading actlvities; to manage exposure to fluctuat ions in 
interest rates, currencies and other markets; and to manage the 
Firm's  credit exposure . For further discussion of these contractS, see 
Note S and Note 32 on pages 1 75- 1 83 and 242-243 of this 
Annual Report. 

The fol lowing tables summarize the net der ivative 1eceivables MTM 
for the periods presented . 

Derivative receivables marked to market 
December 3 1 ,  
(in millions) 
l ntere!il rate(a) 
Credit derivat iws 
Foreign exchange(al 
Equity 
Commodity 
Total, net of cash collateral 
liquid securit ies collateral held 

against der ivative receivables 
Total, net of all co l lateral 

Derivative receivables MTM 
2009 2008 

S 26,777 
1 8 , 8 1 5  
2 1 , 984 
6,635 
5 ,999 

80, 2 1 0  

{1 5,5 1 9) 
S 64,69 1  

49,996 
44,695 
38,820 
1 4,285 
1 4,830 

1 62,626 

( 19, 8 1 6) 
S 1 42,8 1 0  

(al In 2009, cross-currency interest rate swaps prev iously repo�ed i n  i nrerest 
raie conuaru were reoassified to foreign exdlange contracts to be more 
consistent with industry practice. The effect ol th is change resulted in  a 
reclassificatioo of $ 1 4. 1 billion of cros.s-cunency inie rest rate swaps 10 fOl
eign exchange corm am as of Oetember 3 1 ,  2008. 

The amount of der ivative rece ivables reported on the Consoli
dated Ba lance Sheets o f  $80 . 2  bi l l ion and $ 1 62 .6 bi l l ion at 
December 3 1 ,  2009 and 2008, respectively, are the amount of 
the MTM or fa i r  va lue of the derivative contram after giving 
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effect to lega lly enfo rceab le master nett ing agreements, cash 
collateral held by the F irm and CVA. These amounts on the Con
solidated Ba iance Sheets represent the cost to the F i rm to replace 
the contracts at current market rates should the counterparty 
default. However, in management's view, the appropriate meas

ure of cur rent aedit r i sk shou ld a l so reflect addit ional l iquid 
secur ities held as collate ra l  by the Firm of S 1 5 . 5 billion and S 1 9 .8 
bill ion at December 3 1 , 2009 and 2008, respectively, resulting in 
total exposure, net of a l l  col la teral, of  $64 . 7  bi l l ion and S 1 42 .8 
bi l l ion at December 3 1 ,  2009 and 2008, respect ively. The de
crease of S78 . 1  b il l ion in  de r ivative receivables MTM, net of the 
above mentioned co l lateral, from December 3 1 ,  2008, was pri
marily related to tightening credit spreads, volatile foreign exchange 
rates and rising rat!!$ on interest ra te swaps. 

The Firm a l.so holds additiona l collateral delivered by d ients at the 
in itiadon of transactions, as well as col latera l re lated to contraets that 
have a non-da ily call frequency and collatera l  that the F irm has 
agreed to return but has not yet settled as of the reporting date. 
Though th is collateral does not reduce the balances noted in the table 
above, i t is ava ilable as secur ity against potentia l  exposure that could 
arise should the MTM of the client's derivative transactions move in 
the Firm 's  favor. As of December 3 1 ,  2009 and 2008, the Firm held 
S 1 6.9 bil lion and S22.2 bil lion of this additional col lateral. respec
tively. The derivatille receivables MTM, net of all collateral, also do 
not include other credit enhancements, such as letters of credit. 

While use ful as a current v 'iew of credit exposure, rhe net MTM 
value of the derivative receivables does not capture the potentia l 
future variab il ity of that credit exposure. Jo capture the potentia l  
future variability of credit exposure , the F i rm calcula tes, on a cl i ent
by-client basis, three measures of potentia l derivatives- related 
credit loss: Peak, Derivative Risk Equ ivalent ("DRE"), and Average 
exposure (" AVG" ) .  These measures a l l incorporate netting and 
colla tera l benefits, where applicable. 

Peak exposure to a counterparty is an extreme measure of exposure 
calculated at a 97.5% confidence level. DRE exposure is a measure 
that expresses the risk of derivative exposure on a basis intended to 
be equivalent to the r isk of loan exposu1es. The measurement is done 
by equating the unexpected loss in  a derivative counterparty exposure 
(which takes into consideration both the loss volatility and the credit 
rating of the counterparty) with the u expected loss in a loan expo
sure (which takes into conside ration only the credit rating of the 
counterparty). DRE is a less extreme measure of potential credit loss 
than Peak and is the primary measure used by the Firm for credit 
approva l of de rivat ive transactions. 

F ina lly, AVG is a measure of the expected MTM value of the F i rm's 
der ivative receivables ar future time periods, includ ing the benefit 
of collateral. AVG exposure over the total l i fe of ttle derivative 
contract is  used as the primary metric for pricing purposes and is 
used to calculate c redit ca pital and the CVA, as tunher described 
below. AVG exposure was S49.0 billion and $83 . 7  billion at De
cember 3 1 ,  2009 and 2008, respectively, com�red with derivative 
receivables MTM, net of all collateral , of $64. 7 bil lion and $ 1 42 .8 
bil lion at December 3 1 ,  2009 and 2008, respectively. 

The MTM value of the F i rm's derivative receivables incorporates an 
adjustment, the CVA. to reflect the credit quality of count.e rpa r ties. 
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The CVA is based on the F irm's AVG to a counterparty and the 
counterparty's credit spread in the c redit derivat ives market . The 
primary components of changes in CVA are credit spread.s. new 
deal activity or unwinds, and changes in the underlying market 
envi ronmem. The Firm be l ieves that active risk management is 
essential to control l i ng the dynamic credit risk in the derivatives 
portfolio. In add i tion , the Firm takes into consideration the poten
tial for co relation between the Firm's AVG to a counterparty and 
the counterparty's credit qua l ity within the credit approval process. 
The Firm risk manages exposure to changes in CVA by entering in to 
credit derivative transactions, as well as interest rate, foreign ex
change, equity and commodity derivative transactions. 

The accompanying graph shows exposure profiles to derivatives 
over the next ten years as ca lculated by the DRE and AVG metrics. 

The two measures general ly show declining exposure after the first 
year, if no new trade.s were added to the portfolio. 

Exposurt prolilt of derlvatlvu measures 
lo<- ] 1 . 2009 

I to  T- - - - - - - · -· -- -�--- ·- ·- - -

Ollf -0-

.. ··- -·-· .,.. _ _ _______ ___ . - . -· - .. ·- ---- - ·· - · ·  . --�- -- -- ----·-·

.. . · a 

----·--- � .. . . . . . ... . . . ..... . 
" t--------.. - --�·- -·- . . ·� - ·· · · ·· - - ·---· .. ·-·-- ·-

The following table summarizes the ratings profile of the Firm's derivative receivables MTM, net of other liquid securities col lateral, for the 
dates indicated. 

Ratings profile of derivative receivables MTM 

Rating equivalent 
December 3 1 , 
(in mi l lioos, except ratios) 
AAA/Aaa 10 AA·/Aa3 
A+/A I to A·l/lJ 
BBB+/Baal to BBB-18aa3 
BB -/Ba 1 to 8-/B3 
CCC+/Caal and below 
Total 

Exposure net of 
of all collateral 

S 25 ,530 
1 2.432 
9,343 

14,571 
2,8 1 5  

S 64,691 

The Firm aaively pursues the use of collate ral agreemen ts to miti
gate counterparty credit risk in derivatives. The percentage of the 
Firm's derivatives transactions subject to collateral agreements -
excluding fore ign exchange spot trades, which are not typlcal ly 
covered by collareral ag reements due to their short maturity - was 
89% as of December 3 1 , 2009, large ly unchanged from 88% at 
December 3 1 , 2008 . 

The f irm posted $56.7 bil l ion and $99. 1  bill ion of collateral at 
December 3 1 ,  2009 and 2008, respectively. 

Certain derivative and collateral agreements include provisions that 
requi re the counterparty and/or the Firm, upon specified down· 
grades in t .e respective credit ratings of the i r  legal entities, to post 
colla teral for the benefit of the other party. At December 3 1 , 2009, 
the impact of a sing le-notch and s ix-notch ratings downgrade to 
JPMorgan Chase & Co • and its subs idiaries , pr imari ly JPMorgan 
Chase Bank. N.A. , would have required S 1 .2 bil lion and $3 .6
bil l ion , respectively, of add itional collateral to be posted by the 
F i rm .  Certa in derivative contracts also provide for termination of the 
contract, generally upon a downgrade to a specified rating of either 
the Fi rm or the counterparty, at the then-existing MTM value of the 
derivative contracts. 

Credit derivatives 

Credit derivatives are financial contracts that isolate credit risk from 
an underlying instrument (such as a loan or security) and transfers 
hat risk from one party (the buyer of credi1 protection) to another 

(the seller of credit p rotection) . The Firm is both a purchaser and 
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2009 
% of exposure net 

oi all collateral 
40% 
1 9  
1 4  
2 3  
4 

100% 

Exposure net of 
of all col lateral 

S 68. 708 
24. 748
1 5.747
28. 1 86
5,42 1

S 1 42,810 

2008 
% of e�posure net 

of al l colla teral 
48 % 
7 

1 1  
20 
4 

1 00 %  

selle r o f  credit protection . As a purchaser o f  credit p rotection , the 
Firm has risk that the counterparty providing the credit protection 
will default. As a se ller of credit protection , the Firm has risk that 
the underlying instrument referenced in the contract will be subject 
to a credit event. Of the Firm 's $80.2 billion of lotal derivat ive 
receivables MTM at December 3 1 ,  2009, $ 1 8.8 billion, or 23%, 
was associated with credit derivatives , before the benefit of liqu id 
securities collateral . 

One type of credit derivatives the Firm enters into with counterpar
ties are credit default swaps ("CDS" ). For further detailed discus
sion of these and other types of credit derivatives, see Note 5 on 
pages 1 75-183 of this Annua l Report. The large majority of CDS 
a re subject to collateral a r rangements to protect the Firm from 
counterparty credi risk. In 2009, the frequency and size of defaults 
fo r both trad ing counterparties and the underlying debt referenced 
in credit der ivatives were well above h istorical norms. The use of 
co llateral to settle against defaulting counterparties genera l ly 
performed as designed in significantly mitigat ing the Firm's expo
sure to these counterparties . 

The Firm uses credit der ivatives for two primary purposes: fi rst. in  
its capacity as a market-maker in the dea ler/d ient bus iness to 
meet the needs of customers; and second, in order o mitigate 
the F i rm's own credit risk associated with its overa ll derivative 
receivables and traditional commercial cred it lend ing exposures 
(loans and unfunded commltmems) .
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Management's discuss ion and analysis 

The fol lowing table presents the F i rm's notional amounts of credit 
de r ivatives protection purchased and sold as of December 3 1 ,  2009 
and 2008, d istinguishing between dea le r/cli ent  activity and credit 
portfolio activity. 

December 31. ?,cte< ion 
(rn billions) purchas�il) 
2009 S 2,997 

2008 S 4, 1 93 

Notooai amount 

P,01ection 
1old 

S2.947 
S 4, 02  

Credit portlolio 
Protection ?rotection 

pdrd1ased(a)(b) sold 
S 49 S l 
S 92 S 1 

Total 
S S,994 
5 8,388 

(a) Included HO trillion and S4.0 mlllon at December 3 1 ,  2009 and 2008,
respeaive ly. of no!lonal expO!ure wi1hin p 1otection purchased where the f irm
has pr01ection sold with identical underlying reference lnstrumena. For a fur
ther discussion on credit derivatives, see Note S on  pages I 75-183 of th is
Annual Report.

(b) Included S 19. 7 billion and Sl4,9 bi l lion at Decembt'I 3 1 ,  2009 and 2008,
respectively. t hat represented he notional amount for s1wctured portfolio
protection; tile firm r�a ins the fim risk of loss on !his oortfo!io .

Oealerldienr business 
Within the dea ler/cl i ent business, the Firm actively manages credit 
derivatives by buying and se lling credit p rotection, predominantly on 
corporate debt obl igations, according to client demand for credit risk 
protection on the under lying reference instruments. Protection may be 
bought or sold by the F i rm on single refe rence debt instruments 
("s ingle-name " credit derivatives), portfoli05 of referenced instru
menrs (" portfolio" credit derivatives) o r  quoted indices ( " i ndexed" 
credit de rivatives). The risk positions are largely matched as the Firm 's  
exposure to a given reference entity under a contract 10 se l l  protec
tion to a counterparty may be offset partially, or entirely, with a 
contraa to purchase protection from another counterparty on the 
same underlying instrument. Any re.sidual default exposure and 
spread r isk is actively man.aged by the Firm's various trad ing desl:.s. 

At December 3 1 ,  2009, !he total notiona l amount of protection 
purchased and sold decreased by 1 2 .4 trillion from year-end 2008 . 
The decrease was priruari ly due to the impact of industry efforts to 
reduce offsetting trade activity. 

Credi! portfolio aaiwties 
Management of the Fi rm 's  wholesa le  exposure i s  accompl ished 
through a number of means including loan synd ication and partici
pations, loan sales , securi i zations, credit derivatives, use of master 
netting agreements, and col l ateral and other r isk- reduction tech· 
niques . The Firm also manages its wholesale c redit exposure by 
purchasing protection through single-name and portfolio credit 
derivatives to manage the credit r isk associated with loans, lend
ing-related commicments and derivative receivables . Gains or losses 
on the credit derivatives are expected to offset the unrealized 
increase or decrease in cred it risk on the loans, lend ing-re lated 
commitments or der ivat ive rece ivab les, This activity does not reduce 

1 2  

the reported leve l of assets on the balance sheet or the level of 
reported off-ba lance sheet commitments, a l though it does prov ide 
the F i rm with uedit risk protection .  The F irm a l so diversifies its 
exposures by sell ing credit protection, which inc reases exposure to 
industr ies or clients where the F irm has little or no client- related 
exposure; however, this activity i s  not materia l  to the Firm's overa l l  
credit exposure. 

Use of single-name and portfolio credit derivatives 
Noiional amount 

of protection 
purchased and sold 

�cember 3 1 , 
(in m illions) 2009 2008 
Credit derivatives used to manage : 

Loans and lending-related commitments S 36,873 S 8 1 , 227 
Deriva1ive receivables 1 1 ,958 1 0,86 1 

Total protection l)\Jrchasec!<a) S 48,831 S 92,088 
Total protection sold 455 63 7 
Credit derivatives hedges notional S 48,376 S 9 1 ,45 1 
(a) Included S 19.7 bi�ion and $34.9 b,llion a, December 3 1 .  2009 and 2008,

r�peaively, th.at reprl!Se!lted the notional amount for mucture<l poitiofo
proieaion; the Firm retains t/ie f irst risk of l�s on this portfolio. 

The credit derivatives used by JPMorgan Chase for c redit portfolio 
management activities do not qua lify for hedge accounting under 
U.S . GAAP; these derivatives are reported at fai r  value, with gains 
and losses recognized in princ ipal transactions revenue. In contrast. 
the loans and lending-re lated commitments being risk -managed are 
accounted for on an accrual basis. Th is asymmetry in account ing 
treatment, between loans and !ending-related commitments and 
the credit derivatives used in credrt portfolio management activities, 
causes earn ings volati lity that is not representative, in the Firm's 
view, of the true changes in value of the F irm's overall credit expo
sure . The MTM related to the F i rm's credit derivatives used for 
managing credit exposure, as well as the MTM re lated to the (VA 
(which reflects the credit qua lity of der i vatives counterparty expo
sure) a re included in the gains and losses realized on cred it deriva
tives d isclosed In the table below. These results c.an vary from 
period to period due to market conditions that affect specific posi
ions in the portfolio. 

Year ended Decembef 3 1 ,  
(in m il lions) 2009 
Hedges of lending-related commltmenrs(aJ s (3,258) 
CVA and hedges o f  CVA(a) 1 ,920 
Net gains/(losses)(b) S (1 ,338) 

2008 

$ 2, 2 1 6  
(2,359) 

S ( 1 43) 
(a) These hedges do �ot qual>fy for hedge mounting under l/.S. GAAP,

2007 

S 350 
(36 3 )  

S ( 1 3 )  

(b) f:J<dudes losses of $ 2 . 7  billion and gains o f  S530 milli on and  S373 mi l lion for
the ye,m ended December 3 1 ,  2009, 2008 and 2007, respectJ,,ely, of other 
principal transactions revenue that are not associ ated with hedging aaivi�es. 
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lending-related commitments 
JPMorgan Chase uses lending-related financial instiuments, such as 
commitments and guarantees, to meet the financing needs of its 
customers. The contraaual amount of rhese financial inmumenrs 
represents the maximum possible credit risk should the counterpar
ties draw down on these commitments or the Firm fulfills its obliga
tion under these guarantees, and the counterparties subsequently 
fail to perform according to the terms of these contracts. 

Wholesale lending-related commitments were S347.2 billion at 
December 31, 2009, compared with S379.9 billion at December 
31, 2008, reflecting lower ctlstomer demand. In the Firm's view, 
the total contractual amount of these wholesale !ending-related 
commitments is not representative of the Firm's actual credit risk 
exposure or unding requirements. In determining the amount of 
credit risk exposure the Firm has to wholesale lending-related 
commitments, which is used as the basis for allocating credit risk 
capital to these commitments, the Firm has established a "loan
equiva!ent" amount for each commitment; this amount represents 
the portion of the unused commitment or other contingent expo
sure that is expected, based on average portfolio historical experi
ence, to become drawn upon in an event of a default by an obligor. 
The loan-equivalent amounts of the Firm's lending-related com
mitments were S 179.8 billion and S204.3 billion as of December 
31, 2009 and 2008, respealvely. 

Top 10 emerging markets country exposure 

Emerging markets country exposure 
The Firm has a comprehensive internal process for measuring and 
managing e�posures o emerging markets cou ntrles. There is no 
common definition of emerging markets, but the Firm generally 
includes in its definition those countries whose sovereign debt 
ratings are equivalent to •A+• or lower. Exposures to a country 
include all credit-related lending, trading and investment aaivities. 
whether c1oss-border or locally funded. In addition to monitoring 
country exposures, the Firm uses stress tests to measure and man
age the risk of extreme loss associated with sovereign crises. 

The table below presents the Firm's exposure, by country, to the 
top ten emerging markets. The selection of countries is based solely 
on the Firm's largest total exposures by country and not the Firm's 
view of any actual or potentially adverse credit conditions. Exposure 
is reported based on the country where the assets of the obliger, 
counterparty or guarantor are located. Exposure amounts are 
adjusted for collateral and for credit enhancements (e.g., guaran
tees and letters of credit) provided by th11d parties; outstandings 
supported by a guarantor located outside the country or backed by 
collateral held o�ide the country are assigned to the country of 
the enhancement provider. In addition, the effect of credit deriva
tive hedges and other short credit or equity trading positions are 
reflected in the table below. Total exposure indudes exposure to 
both government and private-sector entities in a country. 

At December 31, 2009 Cross-border Total 
(in billions) Lendi�(a) Trading(b) Other(cl Total Loca!(d) exeosure 
South Korea $ 2.7 $ 1.7 S 1.3 S 5.7 S3.3 S 9.0 
India 1.5 2,7 I. I 5.3 0.3 5.6 
Brazil 1.8 (0.5) 1.0 2.3 2.2 4.5 
China 1.8 0.4 0.8 3.0 3.0 
Taiwan 0.1 0.8 0.3 1.2 1.8 3.0 
Hong Kong 1.1 0.2 1.3 2.6 2.6 

Mexico 1.2 0.8 0.4 2.4 2.4 

Chile 0.8 0.6 0.5 1.9 1.9 
Malaysia 0,1 1.3 0,3 1.7 0.2 1,9 
South Africa 0.4 0.8 0.5 1.7 1.7 

At December 31, 2008 Cross-border Total 

(in billions) Lend i!;S{a) Tradin9(b) Other(cJ Total Loca1(dl exeosure 

South Korea S 2.9 !.6 1 0.9 s 5.4 S2.3 S 7.7 
India 22 2.8 0.9 5.9 0.6 6.5 

China 1.8 1.6 OJ 3.7 0.8 4.5 

Brazil 1.8 0.5 2.3 1.3 36 

Taiwan 0 1 0.2 OJ 0.6 2.5 ll 
Hong Ko g 1.3 03 1.2 2.8 2.8 
un;ted Arab Emirates 1.8 0.7 2.5 2.5 
'1exico 1.9 0.3 OJ 2.5 2.5 
South Africa 0.9 0.5 04 1.8 1.8 
Russia 1.3 0.2 OJ 1.8 1.8 
(a) lend:ng mclude1 loans ar.d acaued interest rec.eivallle, interl!S1-bea(�g d� with ballk� accejltifl011. other moomry asieG, !$sued laten ot o�net ot l)illn"apa11G1� and

u.,dr awn wnunilll1eflll 10 extend credit
(b) Traong incl�des: (t) �, exfl0$llre oo cros1-border debt and equty inslnJments, held both in trad,ng and im�ment a«ountS and a6;usted for th� · pact ct is11ier ,'ledges, rndllding

� delivalM!s; and {2) counterpal1)' exposure on dcri,.nvt, .nd foreign exchange contraas il5 well as seamUei fina,,cing trades (re<.1le agiew,ents and secumies bona,,ed).
(cl Ottie, lfpresems mairJy local e,poSUte fonded cr0l.l4'otdef. induding cai;ital il!ffltments in local er tiu. 
(d) Local e,ipc»ure is defined as exposure to a cwnuy denomin.ited il local currer.cy .nd bocKed localy. Ar.-y exposure 001 meeting these ai!mfa is defined as aos1-borde, e,,;posure.
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Management's discussion and analysis 

C O N S U M E R  C R E D I T P O RTF O L I O  

JPMorgan Chase's consumer portfolio consists primar ily of residential 
mortgages, home equity loans, credit cards, auto loans, student 
loans and business bank ing loans, with a primary focus on serving 
he prime consumer cred it market. The portfolio a lso includes home 
equity loans and l ines of credit secured by junior li ens, mortgage 
loans with interest-only payment options to predominantly prime 
borrowers, as well as certa in payment-opt ion loans acqui red from 
Washington Mutua l  that may result in negative amortization. 

A substantial portion ot the consumer loans acquired in the Wash
ington Mutual transaction were identified as credit-impaired based 
on an analysis of high-risk characteristics, including product type, 
loan-to-value ratios, F ICO scores and del inquency status. These 
purchased credit-impaired loans are accounted for on a pool basis, 
and the pools are considered to be performing. At the time of the 
acqufsition, these loans were recorded at fair value, including an 
estimate of losses that were expected ro be incurred over the esti
mated remain ing l ives ot the loan pools. Therefore; no allowance for 
loan losses was recorded for these loans as of the transaction date . 
In 2009; management concluded that it was probable that higher 
expected future credit losses tor certain pools of the purchased 
credit-impaired portfolio would result in a decrease in expected 
future cash flows for these pools . As a resu lt, an allowance for loan 
losses of S 1 . 6  b i llion was establi shed .  

The aedrt performance of the consumer portfolio across the entire 
product spectrum continues to be negat ively affected by the eco
nomic environment. H igher unemployment and weaker overall 
economic conditions have led to a s ignificant increase in the number 
of loans charged off, while continued weak housing prices have 
driven a sign ificant increase in the severity of loss recognized on real 
estate loans that default. De linquencies and nonperforming loans 
continued to increase in 2009. The increases in these credit quality 
metrics were due, in part. to foreclosure moratorium programs, 
which ended in early 2009. These morator iums halted stages of the 
foreclosure process while the U.S. Treasury deve loped its homeowner 

1 4 

assistance program (i . e ., MHA) and the Firm enhanced its foreclo
sure-,prevention programs. Due to a high volume of foreclosu res after 
t e moratoriums, p rocessing imelines for foreclosures were e lon
gated by approximately 1 00 days. Losses related to these loans 
continued to be recogn ized in accordance with the Fi rm's normal 
charge-ott practices, but some delinquent loans t at would have 
otherwise been foreclosed upon remain in the mortgage and home 
equity loan portfolios . Additional deterioration in the overall eco
nomic envi ronment, induding continued deter io ration in the labor 
and residential real estate markets, could cause delinquencies and 
losses to increase beyond the Firm's current expectations. 

Since mid-2007, he F irm has taken actions to reduce r isk exposure 
to consumer loarlS by tightening both underwriting and loan qualifi
cation standards fo r both real estate and non-real estate lending 
products. For residential real estate lending, tighter income verifrca
t ion, more conservative co llateral va luation , reduced loan-to-value 
maximums, and h igher F ICO and custom risk score requirements are 
just some of the actions taken to da e to mitigate risk related to new 
originations .  The Firm believes that these actions have bener aligned 
loan pricing with the underlying credit risk of the loans. In  addition, 
o r iginations of subpcime mortgage loans, stated income and broker
or iginated mortgage and home eqLlity loans have been eliminated 
entirely ro further reduce originations with h igh-r fsk characteri stics. 
The Firm has never originated option adjustable- rate mortgages. The 
tightening of underwriting c r iter ia for auto loans has resulted in the 
reduction of both extended-term and h igh loan- to-value financing. 

As a further action to red• ce risk a5sociated with lending-related 
commitments, the Firm has reduced or canceled certain lines of 
credit as permitted by law. for example, the Firm may reduce or 
dose home eq1Jity Jines of credit when there are significant decreases 
in  the value of the underlying property or when there has been a 
demonstrable dedine in the creditworthiness of the borrower. Simi
larly, certain inactive credit card lines have been dosed and a num
ber of active credit card lines have been reduced. 
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The following table presents managed consumer credit-related information (including RFS, CS and residential real estate loans reported in the 
Corporate/Private Equity segment) for the dates indicated. For further information about the firm's nonaccrual and charge-off accounting policies, 
see Note 13 on pages 200-204 of this Annual Report. 

Consumer portfolio 
90 days or more 

Averag� annual As of 01 for the year ended Nonperforming pas1 due and 
December 31, !:1f!litm1fllijrj! !llanslil(jl �!ill ��m.iiag© N� ,h�rg1:-s,1ffi n�I tharge·!lff rai�(k) 
(in millions, exc�t ratios) 2009 2008 2009 2008 2009 2008 2009 2008 2009 2008 
Consumer loans - exduding 

purchased credit-impaired 
loans and loans held-for-sale 
Home equity- senior lien(a) s 27,376 S 29,793 s 477 S 291 s s s 234 86 0.80% 0.33% 
Home equity- junior lien{b) 74,049 84,542 1,188 1,103 4,448 2.305 5.62 3.12 
Prime mortgage 66,892 72,266 4,355 1,895 1,894 526 2.74 1.02 
Subprlme mortgage 12,526 15,330 3,248 2,690 1,648 933 11.86 6. 1 0 
Option ARMS B,536 9,018 312 10 63 0.71 
Auto loans(cl 46,031 42,603 177 148 627 568 1.44 1.30 
Credi! card - reported(d){e) 78,786 104,746 3 4 3,481 2,649 !1.634 4,556 11.07 5.47 
All other loan5 31.700 33.715 900 430 542 463 1,285 4S9 3.88 1.58 

Total consumer loans 345,896 392,013 10,660 6,571 4,023 3 112 19,833 9,433 5.45 2.90 
Consumer loans - purchased 

credit-impairedlfl 
Home equity 26,520 28.555 NA NA NA NA NA NA NA NA 
Prime mortgage 19,693 21,855 NA NA NA NA NA NA NA NA 

Subprime mOflgage 5,993 6.760 NA NA NA NA NA NA NA NA 
Oouon ARMs 29,039 31,643 NA NA NA NA NA NA NA NA 

Total consumer loans - pur-
chased credit·i�lred 81,245 88,813 NA NA NA NA NA NA NA NA 

Total consumer loans -
retained 427,141 480,826 10,660 6,571 4,023 3,112 19,833 9,433 4.41 2.71 

Loans held-for-sale 2,142 2,028 
Total consumer loans -

re�rted 429,283 482,854 10,660 6,571 4,023 3,112 19,833 9,433 4.41 2.71 

Credit card - secuTitized(Q) 84,626 85.571 2,385 l,802 6,443 3,612 7.55 4.53 
Total consumer loans -

mana�d 513,909 568,425 10,660 6,571 6,408 4,914 26,276 13,04S 4.91 3.06 
Total consumer loans -

managed - excluding 
purchased credit-impaired 
loans(ll 432,664 479,612 10,660 6,571 6,408 4,914 26,276 13,045 5.85 3.22 

Consumer lending-related 
commitments: 

Home equity - senior lien!a){h) 19,246 27,998 
Home equity - junior lien(b)(til 37,231 67,745 
Prime mortgage 1,654 5,079 
Subprime mongage 
Option ARMs 
Auto loans 5,467 4,726 
Credit card(h) 569,113 623,702 

All other loans 11,229 12,257 
Total lending-related 

cornmittnents 643,940 741,507 
Total consumer credit 

J!Ortfolio S1, 157,849 S 1,309,932 
Memo: Credit card - managed s 163,412 S 190,317 s 3 4 S 5,866 S 4,451 S 16,077 S 8,168 9.33% 5.0 % 
(a) Represents loans where JPMorgan Chase holds the irst recurity interest on 1he property. 
(b) Represeiia toans w�.ere JPMorgan Chase hokh a security interest that is subordinate In rank 10 other liens. 
(c) Exdudes operating !ea5e·rela ed mets of S2.9 billion and S2.2 b,lllon for December 31, 2009 and 2008, respectively. 
(d) Includes SI .0 billi011 of loans at December 31, 2009, held by the Washingtoo Mutual Mi!5ter Trus� which Wen> consolidaled onto the firm's Consoridated Balance Sheet5 at 

fa,r �alue dliring the second quarter o 2009. 
(e) lndudes billed finance charges and fees net ol an allowance for uncol!eaible amoonu. 
(I) Charge-offs are not recorded on purchased credit-impaired loans until actual tosm meed estimated los.ses that were record.."<I as purchase accounting adjustment5 at the 

time of acquisition. To date, no charge-offs have betn recorded for these loans. If charge-offs were repotted comparable 10 the non-credit imparred portfolio, llfe-!o-date 
principal charge-offs would have Ileen S 16.7 brllion. 

(g) Repiesent5 securltized cred· card receivables. For a further discussion o! credit card securitizations. see CS on pages 72-74 of his An ual Report. 
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Management's discussion and analysis 

(Ill The credit card and home equity lending-related commitmenu represent the total available lines of credit for these products. The Firm has r.ot experienced, and does not 
anticipate, that all available lines of credit would be utilized at the same time. for credit card commi1ments and home equ,ty cornmitmenrs (if tertain conditions are met), 
the firm can redute or cancel these lines of credit by providing the borrower prior notice OI, in �e cases, without notite as peunitted by law. 

(i) At Oe<:ember 31, 2009 and 2008, nonperf01m1ng loans excluded: (I) mortgage loans rnsured by U.S. government agencies of S9.0 billion and S3.0 billion, respectively; and
(2) student loans that are 90 days pa.st due and still accruing, wilich are lnsuied by U.S. government agencies under the federal Family Educatioo loan Program, of SS42 
million and S437 million, respectively. These arr:ouMs are excluded, as reimbuisement is proceeding normally. Ir. addition, the Firm's policy is generally to exempt credit wd
loans from being placed on nonaccrual status as permitted by regulato,y guidance. Under guidance issued by the federal Finanoal Institutions Examination Council, credit
caid loans are charged off by the end of the month fn which the account becomes 180 days past due or within 60 day5 from receiving not1fica1ion about a specified event
(e.g .• bankruptcy of the bOlrower), whichever is earter.

(J) Exdldes purchased CJedil-impaired loans that were acquired as piYI of the Washington Mutual transaction. whidl are acC0C.11ted for on a pool basls. Since each pool is 
accoooted for as a single assel with a single con1)0Site interest rale an<! an aggregate expectation of cash llows. lhe past due status of lhe pools, Ol lhal of individual loans
wilhin the pools. is not meenlngful. Because lhe Firm is reoogniling interest income on each pool of loans, tlley .re al coos«lered to be petforming. 

(k) Average consumer !oans held-1or-sale and loans at fair 'la!ue were S2.2 bilfion ar.d S2.8 billion for the yea� ended December 31, 2009 and 2008, respectively. These 
amoun!S were exduded when calculating the net charge-off rates. 

The following table presents consumer nonperforming assets by business segment as of December 31, 2009 and 2008. 

Consumer nonperforming assets 

2009 
Asseu acquired Assets aC(JIJired 

in loan satisfactions in loan satisfactions 
As of December 31, Nonperforming Real estate Nonperforming Nonperforming Real estate Nonperforming 
(in millions) loans owned Other assets loans owned Other assets 
RetailFinanoalServices<a) St0,611 S 1.154 S 99 S11,864 S 6,548 S 2,183 S 110 S 8,841 
Card Services(a) 3 3 4 4 
Corporate/Private Equity 46 2 48 19 1 20 
Total Sl0,660 S 1,156 S 99 511,915 S 6,571 S 2,184 S 110 S 8,865 
(a) Al O=bel' 31, 2009 and 2008. oonperlorming loans and assets exdlded: ( 1) moctgage loans insured by U.S. governme<it agencies of S9.0 btffron and S3.0 billiofl, respe<·

lively; (2) real estale owned insured by U.S. government agencies oi S579 milion and 5364 million, respectively, and (3) student loans that are 90 days past due and s1i!I ac·
auing, which are insured by U.S. go-,emment agencies uncrer the Felleial Family Education loan Program. of S542 million and S437 mii�on, respectively. These amounts are
exdude<l, as reimb�merJ is PfOCeedillg nonnally. In addition, the Firm's policy is generally to exempt aedit card !oans from belr.g pla«!d on nonaccrual starus as permined
by regulatOIY guidance. Under g,Jldance issued by the Federal financial Institutions Examination Council, credit card loans are charged off by the end of the month in which 
the account becomes 180 days past due or within 60 days from receiV!ng notification about a specified eveni (e.g., bankruptcy of ,he borrower), whichcvei is e.irlier.

The following discussion relates to the specific loan product and 

lending-related categories within the consumer portfolio. Purchased 

credit-impaired loans are excluded from individual loan product 

discussions and addressed separately below. 

Home equity: Home equity loans at December 31, 2009 were 
S 101.4 billion, a decrease of $12.9 billion from year-end 2008. The 

decrease primarily reflected lower loan originations, coupled with 

loan paydowns and charge-offs. The 2009 provision for credit 
losses fer the home equity portfolio included net increases of $2.1 

billion to the allowance for loan losses, reflecting the impact of the 

weak housing prices and higher unemployment. Senior lien nonper

forming loans increased from the prior year due to the weak eco

nomic environment, while junior Hen nonperforming loans were 

relatively unchanged. Net charge-offs have increased from the prior 

year due to higher frequency and severity of losses. 

Mortgage: Mortgage loans at December 31, 2009, which indude 

prime mortgages, subprime mortgages. adjustable-rate mortgages 

(" option AR Ms·) acquired in the Washington Mutual transaction 

and mortgage loans held-for-sale, were $88.3 billion, representing 

an S8.5 billion decrease from year-end 2008. The decrease is due 
to lower prime mortgage loans retained in the portfolio and higher 

loan charge-offs, as well as the run-off of the subprime and option 

ARM portfolios. Net charge-offs have increased from the prior year 

across all segments of the mortgage portfolio due to both higher 

frequency and a significant increase in the severity of losses. 
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Prime mortgages of $67.3 billion decreased $5.2 billion from 
December 31, 2008. The 2009 provision for credit losses induded a 
net increase of S 1.0 billion to the allowance for loan losses reflect· 
ing the impact of the weak economic environment. Early-stage 
delinquencies improved in the latter part of the year. while late· 
stage delinquencies have increased as a result of prior foredosure 
moratoriums and ongoing trial modification activity, driving an 
increase in nonperforming loans. 

Subprime mortgages of S 12.5 billion decreased S2.8 billion 
from December 31, 2008, as a result of paydowns, discontinua
tion of new originations and charge-offs on delinquent loans. 
The 2009 provision for credit losses included a net increase of 
$6 2 5 million to the allowance for loan losses, reflecting the 

impact of high loss severities driven by declining home prices. 

Option ARMs of SB. 5 billion represent less than 5% of non

purchased credit-impaired real estate loans and were $482 million 

lower than December 31, 2008, due 10 run-off of the portfolio. This 

portfolio is primarily comprised of loans with low loan-to-value 

ratios and high borrower FICOs. Accordingly, the Firm currently 

expects substantially lower losses on this portfolio when compared 

with the purchased credit-impaired option ARM portfolio. The 

cumulative amount of unpaid interest added to the unpaid principal 

balance due to negative amortization of option ARMs was S78 

million at December 31, 2009. New originations of option ARMs 

were discontinued by Washington Mutual prior to the date of 

JPMorgan Chase's acquisition of Washington Mutual. The Firm ha.s 

not originated, and does not originate, option ARMs. 
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Auto loans: As of December 31. 2009, auto loans were $46.0 

billion, an increase of S3.4 billion from year-end 2008, partially 

as a result of new originations in connection with the U.S. gov· 

ernment's ·cash for clunkers· program in the third quarter. 

Delinquent loans were slightly lower than the prior year. Loss 

severities also decreased as a result of higher used-car prices 

nationwide. The auto loan portfolio reflects a high concentration 

of prime quality credits. 

Credit card: JPMorgan Chase analyzes its credit card portfolio 

on a managed basis, which includes credit card receivables on the 

Consolidated Balance Sheets and those receivables sold to inves

tors through securitizations. Managed credit card receivables 

were $163.4 billion at December 31, 2009, a decrease of $26.9 

billion from year-end 2008, reflecting lower charge volume and a 

higher level of charge-offs. 

The 30-day managed delinquency rate increased to 6.28% at 

December 31, 2009, from 4.97% at December 31, 2008, and the 

managed credit card net charge-off rate increased to 9.33% in 

2009, from 5.01 % in 2008. These increases reflect the current 

weak economic environment, especialty in metropolitan statistical 

areas ("MSAs") experiencing the greatest housing price deprecia· 

tion and highest unemployment and to the credit performance of 

loans acquired in the Washington Mutual transaction. The allow

ance for loan losses was increased by $2.0 billion for 2009, 

reflecting a provision for loan losses of S2.4 billion, partially offset 

by the reclassification of S298 million related to an issuance and 

,erention of securities from the Chase Issuance Trust. The man

aged credit card portfolio continues to reflect a well-seasoned, 

largely rewards·based portfolio that has good U.S. geographic 

diversification. 

Managed credit card receivables, excluding the Washington 

Mutual portfolio, were $143.8 billion at December 31, 2009, 

compared with S 162.1 billion at December 31, 2008. The 30-day 

managed delinquency rate was 5.52% at December 31, 2009, up 

from 4.36% at December 31, 2008; the managed credit card net 

charge-off rate, excluding the Washington Mutual portfolio 

increased to 8.45% in 2009 from 4.92% in 2008. 

Managed credit card receivables of the Washington Mutual 
portfolio were $19.7 billion at December 31, 2009, compared 

with $28.3 billion at December 31, 2008. Excluding the impact of 

the purchase accounting adjustments related to the Washington 

Mutual transaction and the consolidation of the Washington 
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Mutual Master Trust, the Washington Mutual portfolio's 30-day 

managed delinquency rate was 12. 72% at December 31, 2009, 

compared with 9.14% at December 31, 2008, and the 2009 net 

charge-off rate was 18. 79%. 

Al I other: All other loans primarily include business banking 

loans (which are highly collateralized loans, often with personal 

loan guarantees), student loans, and other secured and unse· 

cured consumer loans. As of December 31, 2009, other loans, 

including loans held-for-sale, were B3.6 billion, down $2.0 

billion from year-end 2008, primarily as a result of lower business 

banking loans. The 2009 provision for credit losses reflected a net 

iwease of S580 million to the allowance for loan losses and an 

increase in net charge-offs of $826 million related to the business 

banking and student loan portfolios, reflecting the impact of the 

weak economic environment. 

Purchased credit-impaired: Purchased credit-impaired loans 

were $81.2 billion at December 31, 2009, compared with SBB.8 

billion at December 31, 2008. This portfolio represents loans 

acquired in the Washington Mutual transaction that were re

corded at fair value at the time of acquisition. The fair value of 

these loans included an estimate of credit losses expected to be 

realized over the remaining lives of the loans, and therefore no 

allowance for loan losses was recorded for these loans as of the 

acquisition date. 

The Firm regularly updates the amount of expected loan principal 

and interest cash flows to be collected for these loans. Probable 

decreases in expected loan principal cash flows trigger the recog· 

nition of impairment through the provision for loan losses. Prob

able and significant increases in expected loan principal cash 

flows would first result in the reversal of any allowance for loan 
losses. Any remaining increase in the expected principal cash 

flows would be recognized prospectively in interest income over 

the remaining lives of the underlying loans. 

During 2009, management concluded that it was probable that 

higher expected principal credit losses for the purchased credit· 

impaired prime mortgage and option ARM pools would result in a 

decrease in expected cash flows for these pools. As a result, an 

allowance for loan losses of S 1.1 billion and $491 million, respec

tively, was established for these pools. The credit performance of 

the other pools has generally been consistent with the estimate of 

losses at the acquisition date. Accordingly, no impairment for 

these other pools has been recognized. 
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Management's discussion and analysis 

Concentrations of credit risk - consumer loans other than purchased credit-impaired loans 
Following is 1abular information and, where appropriate, supplemental discussions about certain concentrations of credit risk for the Firm's 
consumer loans, other than purchased credit-impaired loans, including: 

• Geographic distribution of loans, including certain residential real estate loans with high loan-to-value ratios; and
• loans that are 30+ days past due.

The following tables present the geographic distribution of managed consumer credit outstandings by product as of December 31, 2009 and 
2008, excluding purchased uedit-impaired loans. 

Consumer loans by geographic region - excluding purchased credit-impaired loans 

Dec.ember 31. 

2009 
(in billions) 
Callforma 
New York 
Texas 
Florida 
lllinoi5 
Ohio 
New Jersey 
Michigan 

Atizona 
Penn5yh,an,a 
Washington 
Colorado 
All other 

Total 

December 31, 2008 
(in billions) 
Ca!iforma 

ew Yorll 

Texas 
Florida 
Illinois 
Ohio 
New Jers,;y 
Michigan 
Arizona 
Pennsylvania 
Wash:ngton 
Colorado 
AJI other 

Total 
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lfome 
equity-

1enior lien 
S 3.6 

3.4 
4.2 

1.2 

1.8 
2.3 

0.8 

1.3 

1.6 

0.2 

0.9 

0.4 

5.7 

S 21.4 

Home 
eqllity-

senior 1;en 
3.9 
l3 
5.0 

IJ 

1.9 
2.6 

0.8 

1.4 

1.7 

0.2 
1.0 

0.5 

6.2 

s 29.8 

Home 

equity- Prime 
1U111or lien monga� 
$16.9 s 19.1 

12.4 9.2 

2.7 2.5 

4.1 6.0 

4.8 3.4 

1.9 0.8 

3.8 2.3 

1.9 1.4 

3.6 1.6 

1.2 0.1 

2.4 1.9 

1.7 1.8 

16.6 16.6 

S 74.0 s 67.l s 

Home 
equity- Prime 

junior Ken mon:5!:!9e 
s \9.3 s 22.8 

13.0 0.4 

3.1 2.7 
5.0 6.0 

SJ 3J 

2.0 0.7 

42 2 5 
2.2 1J 
42 1.6 

1.4 0.7 

2.8 2.3 

1.9 1.9 

20.1 16.3 

s 84.5 72., 

Total 
Subprlmc Option home loan Card 
mortgage ARMS e£rtfolio Auto !�� 
$ 1.7 S 3.8 s 45.1 s 4.4 S 11.0 

1.5 0.9 27.4 3.8 6.0 

0.4 0.2 10.0 4.3 5.6 

1,9 0.7 13.9 1.8 5.2 

0.6 0.4 11.0 2.4 3.9 

0.3 5.3 3.2 3.1 

0.6 0.3 7.8 1.8 3.0 

0.3 4.9 2.1 2.4 
0.3 0.1 7.2 1.5 1.7 

0.4 0.1 2.6 2.0 2.8 

OJ 0.4 5.9 0.6 1.5 

0.2 0.2 4.3 1.0 1.6 

4.0 1.4 44.3 17.1 31.0 

12.5 s 8.5 s 189.7 S 46.0 S 78.8 

Total 
home 

Subp,ime Option loan Card 
mort�9e ARMS pomolio Auto repO('(ed 
s 2.2 s 3.8 s 52.0 $ 4,7 s 14.8 

u 0.9 2S.3 3.7 83 

0.4 0.2 11.4 18 7.4 
2.3 0.9 15.5 t.S 6.8 
0.7 0.3 11.5 2.2 5.3 

04 5.7 3.3 4.1 

0.8 03 8.6 1.6 4.2 

0.4 5.3 1.5 3.4 
0.4 0.2 8.1 1.6 2.3 

0.5 0.1 2.9 1.7 3.9 

0.3 0.5 6.9 0.6 2.0 

OJ 03 4.9 0.9 2.1 

4.9 1.5 49.0 15.5 40.1 

s 15.3 9.0 S 211.1 S 42.6 S 104.7 

To:al Total 
tonsume< consumer 

All other loans- Card loans-
loans reeoned securhiied managed 

S 1.8 S 62.3 s 11.4 s 73.7 

4.2 41.4 6.7 48.1 

3.8 23.7 6.5 30.2 

0.9 21.8 4.8 26.6 

2.4 19.7 4.9 24.6 

2.9 14.5 3.4 17.9 

0.9 13.5 3.6 17.1 

2.5 11.9 2.9 14.8 

1.6 12.0 2.1 14.1 

0.8 8.2 3.2 11.4 

0.4 8.4 1.5 9.9 

0.8 7.7 2.1 9.8 

10.6 103.0 31.5 134.5 

S 33.6 $ 348.1 $ 84.6 s 432.7 

Total Total 
consume.. consum� 

All other loans - Card loar.s-
loans re�d securitized managed 

s 2.0 s 73.5 s 12.5 s 86.0 
4.7 46.0 6.6 S2.6 

4.1 26.7 6.1 32.8 
0.9 24.7 5.2 29.9 

2.S 21.5 4.6 26.1 

3.3 16.4 3.4 19.8 

09 15.3 36 18.9 

2.8 13.0 2.8 15.8 
1.9 13.9 1.8 15.7 
0.7 9.2 3.2 12.4 
0.4 9.9 16 11.5 
0.9 8.8 2.1 10.9 

10.S 1151 32.1 147.2 

S 35.6 S 394.0 85.6 s 479.6 
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Top 5 States Consumer Loans - Managed1•1

{at December 31, 2009) 
Top 5 States Consumer Loans · Managed l•J 

(at December 31, 2008) 

All ouier 
53.1% 

Illinois 
5.7% 

l\ll!WYorl( 
11.lo/o

Tuas 
7.0% 

(a) E.aluding 1he pu,ct.Med ol!di1-1rnpai1ed loans 1Kq1Jned In t" W:Uhington Mutual !too,;lttim

All other 
52.7% 

Illinois 
5.4% 

New York 
11.0o/o 

The following table presents the geographic distribution of certain residenUaf real estate loans with current estimated combined loan·to-value 
ratios ("LTVs") i excess of 100% as of December 31, 2009 and 2008, excluding purchased credit·impaired loans acquired In the Washingion 
Mutual transaaion. The estimated collateral values used to calculate the current estimated combined LTV rarlos in the following table were 
derived from a nadonally recognized home price index measured at the M5As level. 8ecause home price indices· can have wide va1iability and 
such derived real estate values do not represent aaual appraised loan-level collateral values, the resulting ratios are necessarily imprecise and 
should therefore be viewed as estimates. 

Geographic distribution of residential real estate loans with cunent estimated combined LTVs > 100"!,,(a) 
December 31, 2009 
(in billions, except ratios) 
California 
New\''()(k 
Arizona 
Florida 
Midligan 
All other 
Total combined LTV > 100% 

As a perce-niage ot total loans 
Total portfolio average combined LTV at origination 
Total portfolio a-ierage airrent es1imated combined Lrvlbl 

December 31, 20os(Q 
Un blillons, except r<1tios) 
carifornil! 
New York 
Arizona 
F101ida 
Michigan 
All other 
Tot<1I combined L 1V > 1 OOo/o 

As a percentage of total loaras 
Total po,-tiollo average combined LTV at origination 
Total portfolio average current estimated combined rv(b) 

Home eq uily -
junior lienlcl 

8.3 

2.3 
2.8 

2.8 
1.3 

8.1 

S 25.6 

35% 
74 

97 

Home equity-
junior lien!c) 

8.4 
1..8 
2,9 
2.9 
1.3 
7.5 

24.8 

29% 
75 
91 

Prime 
mor1ga9e(cl(d)
s 9.4 

1.3 

, .1 

3.9 

0.9 

6.1 

S 22.7 

34% 

74 
93 

Prime 
mongage!cXdJ 
s 79 

0.6 
0.9 
2.9 
0.6 
3.3 

s 16.2 

22% 
72 
83 

S•Jbprime 
mortgage(c) 
s 1.1 

0.3 
0.2 

1.3 

0.2 

1.8 

s 4.9 

39% 

79 

101 

Subprime 
mongagelcl 
s 1.3 

OJ 

0.2 
.5 

0.3 
1.6 
5.2 

34% 
79 
91 

Total 
S 18.8 

3.9 

4.1 

8.0 
2.4 

16.0 
s 53.2 

35% 

Total 
S 17.6 

2.7 
4.0 
7.3 
2 2 

124 
46.2 

%of 
total loansM 

50% 
17 

75 
67 

67 

22 
35% 

%of 

rotal loansCe) 
40% 
11 
65 
55 
56 
16 
27% 

(a) Home equlty-junio, lien, prime mor1gage and subprime mortgage loans with current estimated combinl'd LTVs greater than 80% up 10 and In duding 100% we1e
S 17.9 billion, 517.6 billion and S3.5 billion, 1espealve)y, at December 31, 2009.

(b) The average current estimated combined LTV ratio re lectS the outstanding balance a1 the balance sheet daie, divided b-f the estimated current property value. Cwrent 
pro�rty values are estimated based on home valuation models utilizing na 'onaUy recognized home price index valuation estimates. 

(c) Represems combined loan-ttnalue, which considers all available run pos'flions related to the property.
(d) lndudes mortgage loans insured by thi! U.S. government ager.des oi SS.3 biMion·and S 1.8 billion at December 31, 2009 and 2008, respectively.
M Repiesenu :oral loans of the product types no ed in this table by ge09'aphk location.
(fl December 2008 estimated collateral va ues for the heritage Washington Murual po1tiollo ha'l1! been changed to <onform 10 \•alues derived from the home price index used

for me JPMorgan Chase portfolio. Home pm:e irulices generally have different valuation methods aod assump1il)l1s and therefore can yield a wide range of e�ima1e5. 
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Management's discussion and analysis 

The consumer credit portfolio is geographically diverse. The 
greatest concentration of loans is in California, which represents 
18% of total on-balance sheet consumer loans and 24% of total 
residential real estate loans at December 2009, compared to 
19% and 25%, respectively, at December 2008. Of the total on
balance sheet consumei- loan portfolio, S 149.4 billion, or 43%, 
are concentrated in California, New York, Arizona, Florida and 
Michigan at December 2009 compared to S 171. 1 billion, or 43%, 
at December 2008. 

Declining home prices have had a significant impact on the esti
mated collateral value underlying the Firm's residential real estate 
loan portfolio. In general, the delinquency rate for loans with high 
current estimated combined LTV ratios is greater than the delin-

Consumer 30+ day delinquency information 

December 31, f,n millions, except ratios) 
Consumer loans - exduding purchased aedit-impaired loans!al 

Horne equity- senior lien 
Home equity - junior lien 
Prime mortgage 
Subprime mOftgage 
Option ARMs 
Auto loans 
Credit card - reported 
All other loans 

Total consumer loans - ucluding purchased credit-impaired 
loans - reported 
Credit card - securitlzed 

Total consumer loans - excluding purchased aedit-impaired 
loans - managed 

Memo: Credit card - managed 

s 

s 

s 

s 

quency rate for loans in which the borrower has equity in the 
collateral. While a large portion of the loans with current esti
mated combined LTV ratios g eater than 100% continue to pay 
and are current, he continued willingness and ability of these 
borrowers to pay is currently uncertain. Nonperforming loans in 
the residential real estate portfolio totaled S9.6 billion, of which 
64% was greater than 150 days past due at December 31, 2009. 
Of the nonperforming loans that were greater than 150 days past 
due at December 31, 2009, approximately 36% of the unpaid 
principal balance of these loans has been charged-down to 
estimated collateral value. 

30+ dat delinquent loans 30+ da� delioguen9: ,ace 
2009 2008 2009 2008 

833 $ 585 3.04% 1.96% 
2,515 2,563 3.40 3.03 
5,532(b) 3.18o<bl 8.21(dJ 4_3g(d) 
4,232 3,760 33.79 24.53 

438 68 5.13 0.75 
750 963 1.63 2.26 

6,093 5,653 7.73 5.40 

t,306(cl 70B!cl 3.91 t.99 

21,699 17,480 6.23% 4.44% 
4,174 3,811 4.93 4.45 

25,873 21,29t 5.98% 4.44% 
10,267 9,464 6.28% 4.97% 

(a) The delinquency rate tor �rc/1� credit-impaired loans, l'o+lich is based on the unpaid principal balance, was 27.79% and 17 .89% at Oetember 31, 2009 and 2008,
respectively.

(b) Exdudes 30+ day delinqW!nt mortgage loans that are insuied by U.S. g<Wernment agencies of S9.7 billion ar.d SlS billion at December 31, 2009 and 2008, respet·
tively. These amounts are extluded. as reimbursement is proceeding normally.

(c) EKdudes 30+ day delinquent loans that are 30 days or more pan due and .1till accruing, whid, are tnsured by U.S. government agencies un�, the Federal family
Education loan Program, ol S942 million and S824 million at December 31, 2009 and 2008, respectively. lhese amounts are exduded as reimoorsement is proceeding
normally,

(d) rhe denominatof for the CJ1lculation of the 30+ day delinquency rate 111dudes: {ll residential real estate loans rep01ted in the Ca-porate/Private Equity segment; and (2)
mongzge loans insured by U.S. government agencies. !he 30+ day delinquency rate excluding these loan balantes was 1 .24% and 5.14¾ at December 31. 2009 and
2008, respeaively.

Consumer 30+ day delinquencies have increased to 6. 23% of the consumer loan ponfolio at December 31, 2009, in comparison to 4.44% at 
December 31, 2008, driven predominately by an increase in residential real estate delinquencies which increased $3.4 billion. Late stage 
delinquencies (150+ days delinquent) increased significantly reflecting the impacts of trial loan modifica1ions and foreclosure moratorium 
backlogs. Losses related to these loans continue to be recognized in accordance with the Firm's normal charge-off practices; as such, these 
loans are rellected at their estimated collateral value. Early stage delinquencies (30 • 89 days delinquent) in the residential real estate portfo
lios have remained relatively flat year over year.
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Concentrations of credit r isk - purchased credit- impaired loans 

The fol lowing table presents the current estimated combined LTV ratio, as well as the rat io of the carrying value of the underlying loans to the 
current estimated collatera l va lue, for purchased credit- impa i red loans. Because such loans were initially mea5ured at fai r  value, the ratio of the 
carrying value to the current estimated collateral value wi ll be lower han the current estimated combined LTV ratio, which is based on the unpaid 
principal balance .  The estimated col latera l va lues used to calculate these ratios were derived from a nationally recognized home price index meas
ured at the MSA level . Because home price i ndices can have wide variability, and such derived real estate va lues do not represent actual appra ised 
loan- level co llateral values, the resulting ratios are necessarily imprecise and shou ld therefore be viewed as estimates. 

Combined LTV ratios and ratios of carrying values to current estimated col lateral values - purchased credit- impaired 

December 31, 2009 
(in bi llions, ex,e t ratios) 

Option ARMs a 
Home equity 
Pr ime mongage 
Subprime mortgage 

December 3 l, 2 ooa(gJ 
(in bil l ions. except ratios) 

Option ARMs 
Mome equity 
Prime mortgage 
Subprime mortgage 

Un aid rinci al ba l ance(bl 
S 37.4 

32.9 
22.0 
9 .0 

Unpa id pr incipal bafance<bl 
$ 41 .6 

39 .8 
25 .0 
1 0. 3  

Current es timated 
combined L 1V rati o(t)(d) 

1 28% 
1 27 
1 2 1  
1 2 2  

Cur rent es timated 
combined LlV ratio(c){d} 

1 1 3% 
1 1 5  
107 
1 1 2  

Carrying 
va lue(e) 

S 29.0 
26.5 
1 9.7 
6 .0 

Carrying 
va lue(e) 

S 3 1 .6 
28 .6 
2 1 .8 
6.8 

Ratio of carrying 
value to current 

est imated 
collateral value 

98%(f} 
102 
102'fl 
81 

Ratio of carrying 
value to oment 

estimated 
col !atera1 value 

86% 
82 
94 
73 

(a} The cumulafl'Je amount of unpaid imere!;t that has been �dded to tile unpaid principal balance of option ARMs wa5 S 1 . 9  bill i on at l)e(ember 3 1 ,  2009. Assuming 
market Interest ra es, the firm wou!d expect the fo llowing balance of current loans lO experience a l)<lyment recasr: S6. 3 billion m 20 1 0  and S3.9 bi!lion in 20 1 1 ,  of 
,.,t,ich S4.8 billion and B. 7 biff i on relate to the pu rchased credit-impa ired portfol io. 

(b) Repiesenl! the contraaual amount of principal owed.
(c} Represents :he aggregate unpaid principal ba lance of loans diw.Jed by the estimated current property valt.:e. Current propel"l'f va l ues are �t!mared based OJI h0111e

valuation models utiliz ing nationally recognized home price iodex valuation e�tima1es. 
(d) Represents current estimated combined loan-to-value, which conslders all avanable ! :en positions related to the property.
(el Carrying vaiues i ndude the effect of fair value adjustmenl5 that wete applied to the ccnsumer purchaSEd credl -impaired portfolio at the date of acquis�ion.
(0 Ratios ol carrying value to cU!Tent estimated col lateral value for the prime mongage and option ARM portfoUos are net of the allowance tor loan losses of S 1 . 1 billion

and S49 I million. respectively, as of December 3 1 .  2009. 
(g) December 2008 e<itimated collateral values !or t.he hetitage Washington Murual portfolio ha,ie bee.n changed 10 conform to va lues derived from home price ir.dex used

for the JPMorgan Chase portfolio. Home price indices generai!y haw different valuation methods and assumptions and the re ore can yield a wide range of estirnate5.

Pu rchased credit-impaired loans in the states of Californ ia and 
Florida represented 54% and 1 1  %, respectively, of total pur
chased cred it-impaired loans at December 3 1 ,  2009, compared 
with 53% and 1 1  %, respectively, at December 3 1 ,  2008 .  The 
cu rrent estimated combined LTV ratios were 1 37% and 1 49% for 
Ca lifornia and F lorida loans, respective ly, at December 3 1 .  2009, 
compared with 1 2 1 %  and 1 2 5%, respectively, at December 3 1 ,  
2008. loan concent rations in  Ca lifornia a n d  F lorida, as wel l  as 
the continuing decl ine in  hous ing prices in those states, have 
contributed negatively to both the current estimated comb ined 
LTV ratio and the ratio of carrying value to current col lateral value 
for loans in the purchased credit- impa i red portfolio. 
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While the carrying value of the purchased credit-impaired loans is 
marginally below the current collateral value of the loans, the 
ult imate performance of this portfolio is highly dependent on the 
borrowers' behavior and ongoing ability and wi llingness to con
tinue to make paymems on homes with negat ive equ ity as well as 
the cost of alternative housing . The purchased credit-impaired 
portfolio was recorded at fair value at the time of acquisition 
which included an estimate of losses expeaed to be incurred over 
the estimated remaining l ives of the loan pools . Dur ing 2009, 
management concluded that it was probable that h igher than 
expected future principa l credit losses would result in a decrease 
in the expected future cash flows of the prime and option ARM 
pools. As a result an allowance for loan losses of S 1 .6 bi l l ion was 
established. 



Management's discussion and analysis 

Residential real estate loan modification activities: 
During 2009. the Fi rm reviewed its residentia l  real estate portfolio 
to identify homeowners most in  need of ass istance, opened new 
regional counse l ing centers, hired add itiona l loan counselors, 
i n troduced new financing alternatives, proactively reached out to 
borrowe s to offer pre-quali fied modifications, and commenced a 
new process to independently review each loan before moving it 
into the foredosure process . I n  addition, du r ing the first quarter 
of 2009, the U .S . Treasury Introduced the MHA programs, which 
are designed to assist elig ible homeowners in a number ol ways, 
one of which is  by modi�ring the terms of their mortgages. The 
F i rm is participating in the MHA programs while continuing to 
expand its other  loss-mitigation efforts for financially distressed 
borrowers who do not qua l ify for the MHA programs. The MHA 
programs and the Firm's other loss -m itigation programs for 
financ ia lly troubled borrowers generally represent various conces
sions such as term extensions, rate reductions and defer ral of 
principa l  payments that would have otherwise been requi red 
under the terms of the original agreement. When the Firm modi-

fies home equity l ines of cred i t  in roubled debt restructurings, 
future lending commitments related to the modified loans are 
canceled as part of the terms of the modification .  Under all of 
these programs, borrowers must make at least three payments 
under the revised contractual terms during a tria l modification 
period and be successfu lly re-underwrinen with income verifica
t ion before their loans can be permanently modified . The Fi rm's 
loss-mitigation programs are intended to min imize economic loss 
o the Firm, while providing alternatives to foreclosure. The
success of these programs is highly dependent on borrowers'
ongoing ability and willingness to repay In accordance with the
modified terms and could be adverse ly affected by additional
deterioration in the economic environment or shifts in borrower
behavior . For both the F i rm's on-balance sheet loans and loans
serviced for others, approximately 600,000 mortgage modifica·
tions had been offered to borrowers in 2009. Of these. 89,000
have ach ieved permanent modifi cation . Substant ially all of the
loans contractually modified to date were modified under the
Firm's other loss mit igation programs.

The fo l lowing table presents informat ion relating to restructured on-balance sheet residential real e-state loans for which concessions have 
been granted to borrowers experiencing financial d ifficulty as of December 3 1 ,  2009. Modifications of purchased credit- impai red loans con
tinue to be accounted for and reported as purchased credi t- impaired loans, and the impact of the modification is Incorporated into the F i rm's 
quarterly assessment of whether a probable and/or s ignificant change in estimated future principa l cash flows has occurred. Modifications of 
loans ot er than purchased credit- impaired are generally accounted for and reported as troubled debt mtrucrurings. 

Restructured residential real estate loans(al 

December 31, 2009 
(in millions) 
Restructured residential real estate loans - excluding 

purchased credit-impaired loans(b) 
Home equity - senior l i en 
Home equity - junior l ien 
Pr!me mortgage 
Subprrme mortgage 
D tion ARMs 

Nonperforming 
On-llalance on-balance 
sheet loans sheet loans{d) 

1 168 s 30 
222  43 

634 243 

1 . 998 598 
8 6 

Total restructured residential real estate loans - excluding purchased credit-impaired loans 3 .030 920 

Restructured purchased credit-Impaired loanslc) 
Home equity 
Prime mottgage 
Subprime mortgage 
0 tion ARMs 

Total restructured purchased uedit-impai red loans 
(al Remuaured residential real estate loans were immateiial at Dece ber 3 1 , 2008. 
(b) Amounts represent the carrying �alue of I estructlJ'ed resiclemi.al real estate loans.

1 453 NA 

1 , 526 NA 

1 ,954 NA 

2,972 NA 

6,905 A 

(cl Amoums repre5ent ,� unpaid princi?al balanai ol restn.:ctured purchased oedt· i paired loans.
(d) Nonperiorming loans modified i a troubled debt restructuring may be rerumed o acoual sta us when repayrr.t!nl is rea10nably assured a!ld rhe oorTCWl'I h� made a

minimum of six payments undff the new :errm.

Real estate owned rREO"): As part of the residentia l real 
estate foredosure process, loans are written down 10 1he fair value 
of the under lying real estate asset, less costs to sell. In those in
stances where the Firm gains title, ownership and possession of 
individual p roperties at the complet ion of the foredosure process, 
these RED assets are managed for prompt sale and disposition at 
the best possible economic va lue. Any further ga ins or losses on 
REO assets are recorded as part of other income. Operating ex-

1 2 2  

pe  ,se, such a s  real estate taxes and main tenance, a r e  charged to 
other expense . REO assets dedined from year-end 2008 as a result 
of the foreclosure moratorium in early 2009 and the subsequent 
increase in loss mi igation activities. I t  i s  anticipated that REO 
assets wi l l  increase over the next severa l quarters, as loans moving 
through the foredosure process are expected to increase. 
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Portfolio transfers: The F irm regu la1ly evaluates market condi· 
t ions and overall economic re11.1rns and makes an initi a l  de termina
t ion as to whether new or iginations will be held-for- investment or 
sold with in the foreseeable future. The F irm a lso pe riod ically evalu
ates the expected economic returns of p reviously o r ig inated loans 
under prevailing market condi t ions to determine whethe r  their 
designation as held -for- sale o r  he ld -for- investment continues to be 
appropriate. When the Firm determines that a change in this des ig-

A LLOWAN C E  F O R  C R E D I T LOS S E S  

J PMorgan Chase's a llowance for loan losses covers the wholesale 
(risk-rated) and consumer (primarily scored) loan portfo lios and 
represents management's estimate of probable credit losses inherent 
in the Firm's loan portfolio . Management also computes an al low
ance for wholesale lending-related commitments using a methodol· 
cgy similar to that used fer the who lesale loans. During 2009. the 
F i rm did not make any sign ificant changes to the methodologies or 
policies described in the fo l lowing paragraphs. 

vVholesale loans a,e charged off to the allowance for loan losses when 
it is h ighly certa in that a loss has been realized; th is determination 
consider.; many fact01s, induding the prio ritization of the Firm's daim in 
bankruptcy, expectations of the workout/restrucruring of the loan, and 
valuation of the borrower's equity. Consumer loans, ether than pur· 
chased credit-impa ired loans, are generally charged off to the allowance 
for loan losses upon reaching specified stages of delinquency, in accor
dance with the Federal Financial Institutions Examination Council policy. 
For example, credit card loans are charged off by the end of the month 
in which the account becomes 180 days past due or within 60 days of 
receMng notification about a specified event (e.g., bankruptcy of the 
borrower), whichever is earlier . Residential mortgage products are 
generally charged off to an amount equal to the net realizable value of 
the underlying ccl lalfral, no tater than the date the loan becomes 1 80 
days past due. Other consumer products, if collateralized, are genera lly 
charged off to the net realizable value of the underlying col lateral at 
1 2 0  days past due. 

Determin ing the appropriateness of the al lowance is complex and 
requires judgment about the effect of matters that are inherently 
uncertain. Assumptions about unemployment rates, housing prices 
and overall economic cond itions could have a significant impact on 
the Firm's determination of lean quality. Subsequent evaluations of 
the loan portfolio, in light of then-preva i ling factors, may result in 
sign ificant changes in the allowances fer loan losses and lending
related commitments in future periods . At least quarter�, the a llow· 
ance for credit losses is reviewed by the Ch ief R isk Officer, the Ch ief 
Financial Officer and the Controller of the F i rm and discussed with the 
Risk Policy and Aud i t  Committees of the Board of Directors of the 
Firm. As of December 3 1 , 2009, JPMorgan Chase deemed the allow
ance for credit losses to be appropriate (i .e., sufficient to absorb 
losses inherent in the portfolio, including those not yet identifi able). 

For a further d iscuss ion of the components of the allowance for credit 
lesses, see Critical Accounting Estimates Used by the Firm en pages 
13 5--139 and Note 14 on pages 204-206 of th is Annua l Report. 

The allowance for credit losses increased by $8. 7 b i ll ion from the 
prior year to $32. 5 b illion. Excluding he ld-for-safe loans, loans carr ied 
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nation i s  appropriate, the loans are transferred to 1he appropriate 
class ification . S ince the second ha lf of 2007, all new pr ime mort· 
gage or iginations that cannot be sold 10 U .S .  government agencies 
and U .S .  government-sponsored enterprises have been designated 
as held-for-investment. Prime mortg�e loans originated with the 
intent to sel l  are accounted for at fa i r  va lue and dassified as trad· 
mg assets in the Consolidated Balance Sheets. 

at fair va lue, and purchased credit- impaired consumer loans, the 
allowance for loan losses represented 5 .51 % of loans at December 
3 1 ,  2009, compared with 3.62% at December 3 1 , 2008. 

The consumer allowance fer loan losses i ncreased by ff8 bil lion 
from the p rior year, primarily as a result of an increased a l lowance for 
loan losses in residential rea l  estate and credit card. The increase 
included additions to the allowance for loan losses of SS. 2 bil lion, 
d riven by higher est imated losses for residential mortgage and home 
equity loans as the weak labor market and weak overall economic 
cor.ditions have resulted in i ncreased del inquencies, and continued 
weak housing pr ices have driven a sign ificant increase in loss severity. 
The al lowance for loan losses related tc credit card increased $2 .0 
bi llion from the prior year, reflecting continued weakness i n the credit 
environment. The increase reflects an addition of $2.4 bill ion through 
the prOl/ision for loan losses, partialry offset by the reclassification of 
$298 mil lion related to the issuance and retention of securities from 
the Chase Issuance Trust. 

The wholesale allowance for loan losses increased by $600 mi lfion 
from December 3 1 ,  2008, refiecting the effect of a continued weak
en ing credit environment. 

To provide for the risk of loss inherent in the Firm's process of extend
ing credit an a llowance fer lending-related commitments is held for 
the Firm, which is reported in other l iabi l i ties. The allowance is com· 
puted using a methodology simi lar to that used for the wholesale 
loan portfolio, modified for expected maturities and probabilities of 
drawdown. For a further discuss ion on the a llowance for lending
related commitments, see Note 1 4  on page 204-206 of this Annual 
Report. 

The allowance for lend ing-related commitments for both wholesa le  
and consumer, which is reported in other l iabi lities, was $939 mill ion 
and S659 mi l l ion at December 3 1 ,  2009 and 2008, respectively. The 
increase reflects downgrades within the wholesale portfolio due to 
the continued weakening credit environment during 2009. 

The credit ratios in the table below are based on retained loan bal
ances, which exclude leans held-for-sale and loans accounted for at 
fair value. As of December 3 1 , 2009 and 2008, wholesale retained 
leans were $ 200.1 billion and S248. 1 bill ion, respectively; and con
sumer reta ined loans were $427. I bi l lion and $480.8 billion, respec· 
tively. For the years ended December 3 1 ,  2009 and 2008, average 
wholesale retained loans were S223 .0 billion and $2 19.6 bil lion, 
respectively; and average consumer retained loans were $449.2 
billion and B4 7.4 bill ion, respectively. 

1 1 3  



Management's discussion and analysis 

Summary of changes in the allowance for credit losses 

2009 2008 
Yea, ended December 31, 
{in millions) 'Nholesare Consume: Total ,'holes e Consumer To!al 
Allowance for loan lossei: 
Beg1m1ng balance at January 1. j 6,545 s 16,619 s 23,164 3,154 s 6,080 9,234 
Gross charge· offs 3,226 20,792 24,018 521 0,243 10,764 
Gro� (reca.e<ies) (94) (959) (1,053) (l 19) (8 0) {929) 
Net charge-offs 3,132 19,833 22,965 402 9,433 9,835 
rovision lot loan los1es: 

Pr0V1sion ex �ding accoun ng co lormity 3,684 28,051 31,735 2,895 16,765 19,660 
Aw1unting conform!):ta) 641 936 1,577 
Total provision for loan losses 3,684 28,051 31,735 3,536 17.701 21,237 

Acquired allowance resulting flam Washington Mutual 
transaction 229 2,306 2.m

Other(b) 48 1)802 (332) 28 (35) l7) 
Endi!!9 balam;e at Oectmber 31 s 7,14S $ 24,457 s 31,602 6,545 $ )6,619 S 23, \64 
Components: 

Asset·s�ificlC){d) s 2,046 s 996 s 3,042 712 s 379 s 1,091 
formula-based 5,099 21,880 26,979 5,833 6,240 22,073 
Purchased aedit-1meaued 1,581 1,581 

Total allowance for loan losses s 7,145 s 24,457 s 31,602 6,545 16,619 S 23. i64 
Allowance for lending-related commitments: 
Beginning balance at January 1, s 634 s 25 s 659 835 s lS 850 
Pro ... -..on for lendmg-,elated com •tments 

Provtsion ex..;uding acro1mMg conformily 290 (10) 280 (214) (1) (215) 
Accoun · ng ronlormi!ta) s (48) (43) 

Total erovision for lendin9:related commitments 290 (10) 280 (209) H9i (2S8) 

Acquired allowance resulting from Was ,ngrcn Mutual 
transaction 66 66 

Othe,(b) 3 (3) 8 (7) 1 
Ending balance at De<ember 31 s 927 s 12 s 939 s 634 25 659 
Components: 

Asset-specific s 297 s s 297 29 s J 29 
FO!mula·based 630 12 642 605 25 630 

Total allowance for lending-related commitments s 927 s 12 s 939 634 ! 25 i 659 
Total allowance for credit losses s 8,072 s 24,469 s 32,541 7,179 j 16.644 S 23,823 

Credit ratios: 
Allowance for loan losse1 to retained loans 3.57% 5.73% 5.04% 2.64% 3.46% 3.18% 
Net charge-of I rates(e) 1.40 4.41 3.42 0.18 2.71 .73 
Credit ratios eJCcluding home lending purchased 

credit-impaired loans and loans hefd by the 
Washington Mutual Master Trust 

Allowance for loan loss.-s to retained loansm 3.57 6.63 5.51 2 64 4.24 3.62 
(a) Related to :he Washingtoo MUlual tra11Saction in 2008. 
(b) Predominanr,y il'l<ludes a reclaS51fication in 2009 related 10 the issuance and reten ion of securities from the Chase Issuance Trus·, as well as rl'das5ifications of a1\owanoo 

balances related to business transfors between whoiesale and coosumer businesses in me rst quarter of 2008. 
(c) Rela1es to risk-tated loam that have been placed on nonacaual status and loans that h.we been mod· ied in a troubled debt restructuring. 
(d) The asset-spec1fc consumer allowance fa loan losses indudes roubltd debt 1estructuring .eser...es of $754 milflon an<l 1258 million at December 31, 2009 and 2008, 

respecril/ely. Prior period amounis have � reclassified to conform to the current pr�tatioo. 
(e) O,.arge-offs are not roo,rded on pudlased credit-impaired loans until acruaf IOMeS exceed estinated losses that Wt!fe recorded as puichase aWJun!fng adjugments at the time ol 

acqti�lion. 
II) Excludes the impact of purchased credit-impaired loans !hzt were acquired as part of the Wa�ingion Mutual ttansacr.oo and loa!ls held by the Washingtoo f.ilutual Mas!t!f 

Tru�. which were consolidated onto the Finn"s balanc.e sheet at fair value during the second quarter of 2009. As of December 31, 2009, an allowana! for loan losses of S 1.6 
billi-On was recorded for die purdlased aedh·i'llpaired loans. 1-.ti!Ch has also �en ex uc!ed from awicable raim. No allow,mce was recorded for the !oans mar were con-
!>O�dated from ttie Washingtan Mutual M�ter Trust as of December 31, 2009. ro date, no charge-offs ha'le been re<Dlded fur any of the1e loans. 

The following table includes a credit ratio excluding the following 
items: home lending purchased credit-impaired loans acquired in the 
Washington Mutual tra saction; and credit card loans held by the 
Washington Mutual Master Trust, which were consolidated onto the 
Firm's balance sheet at fair value during the second quarter of 2009. 
The purchased credit·impaited loans were accounted for at fair value 
on the acquisition date, which incorporated management's estimate, 
as of that date, of credit tosses over the remaining life of the portfo· 
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lio. Accordingly, no allowance for loan losses was recorded for these 
loans as of the acq isition date. Subsequent evaluations of estimated 
credit deterioration in this portfolio resulted in the rec.ording of an 
allowance for loan losses of S 1.6 billion at December 31, 2009. For 
more information on home lending purchased credit-impaired loans, 
see pages 117 and 121 of this Annual Report For more information 
on the consolidation of assets from t. e Washington Mutual Master 
Trust, see Note 15 on pages 206-213 of this Annual Report, 

/PMortJan Chase & Co.12009 Annual Repon 



The calculation of the allowance for loan losses to total retained loans, exduding both home lending purchased credit-impaired loans and loans 
held by the Washington Mutual Master Trust, is presented below. 
December 31, (in miluons, except ratios) 
Allowance for lo.in losse5 
Less: Allowance for purthased ciedit-impa,red lo.ins 

Adjusted allowance for loan losses 

Total loans retair.ed 
Less: firmwide purchased credit-impaired loans 

Loans held by the Washington Mutual Master Trust 
Ad j usted loans 
Allowance for loan losses to ending loans ududing purchased credit-impaired loans and loans held by 

the Washing1on Mutual M�ter Trun 

2009 
s 31,602 

1,581 
s 30,021 

S 627,218 
81,380 

1,002 
S S44,836 

S.51% 

The following table presents the allowance for credit losses by businm segment at December 31, 2009 and 2008. 
Allowance for cred� losses 

2009 2008 
Oecem�r 31, Lending-re!ated lend,ng·rclated 
(in millrons) Loan losses ,0 mi;ments Total l.oan losses commitments 
lnv51ment Bank s 3,756 S 485 S 4,241 i 3.444 � 360 
Commerc,al Banking 3,025 349 3,374 2,826 206 
Treasury & Sec11ities Se/Vices 88 84 112 74 63 
Asset Mara gerr.ent 269 9 278 191 s 

C01eorate/Private EqU!!): 7 7 10 
Total Wholesale 7,145 927 8,072 6,:>4S 634 
Retail Fim;ncial Se/Vices 14,776 12 14,788 8,918 25 
Card Serviles 9,672 9,672 7,692 
C01�a1eiPriva1e E9u� 9 9 9 
Total Consumer 24,457 12 24,469 16,619 25 
Total $31,602 S 939 S 32,541 S 23.164 S 659 

Provision for credit losses 

2008 
s 23,164 

s D,164 

S 728,915 
89,088 

S 639,827 

3.62% 

Tata! 
5 3,804 

3,032 
137 
196 

10 
7,179 
8,943 
7,692 

9 
16,644 

S23,823 

The manacjed prO\lision for credit losses was S38.5 billion for the year ended December 31, 2009, up by S 13.9 billion from the prior year. The prior-year 
included a S 1.5 billion charge to conform Washington Mutual's allowance for loan losses, which affected both the consumer and wholesale portfolios. 
For the purpose of the following ana�is, this charge is exduded. The consumer-managed provision for credit losses was $34. 5 billion for the year 
ended December 31, 2009, compared with S 20.4 billion in the prior year, 1eflecting an increase in the allowance for credit losses In the home tending 
and credit card loan portfolios. Included in the 2009 addition o the allowance for loan losses was a S 1.6 bilHon increase related to estimated deteriora
tion in the Washington Mutual purchased credit-impaired portfolio. The wholesale provision for credit tosses was S4.0 billion for the year ended Decem
ber 31, 2009, compared with S 2.7 billion in the prior year, reflecting continued weakness in the credit environment. 

Year e11ded O&ember 31, 
(in miliions) 

lnveStme Bank 
Commerc,al Banking 
lreasuiy & SecUtities Services 
Asset Management 
Corporate/Private Egwty(a)(b) 

Total Wholesale 
Retail Fina cial Services 
Card Services - reported 
Corporate/Priva e Egunyla)(c)(d) 

Total Consumer 
Total provision for aedit 

losses - reported 
(redt card- =�•zed 

2009 
S 2,154 

1,314 
34 

183 
(1) 

3,684 
15,950 
12,019 

82 
28,051 

31,735 
6,443 

Loan losses 
Z008 
2,216 

505 
52 
87 

676 
3,536 

9,906 
6.456 
1,339 

17,101 

21,237 
3,612 

2007 
I 376 

230 
11 

(19) 

598 
2,620 
3,331 

(11) 
5,940 

6.538 
2,380 

Provision for credit losses 
lending-related commitments 

2009 2008 2007 
S125 S(201) S278 

140 �I) e 

21 30 8 
5 (2) 

(1) 5 
290 1209) 336 
(10) (1) (10) 

(48) 

(10) (49) (10) 

280 (258) 326 

2009 
S 2,279 

1,454 
55 

188 
(2) 

3,974 
15,940 
'2,019 

82 
28,041 

32,015 
6,443 

Total 
2008 

2,015 
464 

82 
85 

681 
3,321 
9,905 
6,456 
1,291 

17,652 

20,979 
3,612 

Total promion for credit 
losses - managed S 38,178 S 24,849 S 8,9 8 S 280 S (258) S 326 S l8,4S8 S 24,591 

(a) In dudes aCC0'.111lng confo,m,iy pr011isions related 1.0 he Wa.st<.ington Mutual uansaction lo 2008. 
(b) lndudes prO'>'ision expense related to loans acqu11ed in the Be.ar Stear115 merger in the second quaner of 2008. 
(c) In dudes amounts related to t'e!d-for-invesiment ptime m01tgages transferred from AM o the Corporare/Private Equity segment 

2007 
S 654 

279 
19 

(18) 

934 
2,6 0 
3,331 

(11) 
S,930 

6,864 
2.380 

S 9,244 

(d) In November 2008, the fkm ransfened SS.8 bi:lion of higher quality credit card loaos trom the legacy Chase portfolio ro a securitizaiion trU5t previously esiablished by 
Washington Mutual ("lhe Trust"). As a resu of convt'lting higher credit quality Chase-ori(Jinated on-book receivable5 to the Trust's sellers ntemt which has a higher 
overall loss rare reflective oi the total assets with· rhe Trust. approximately S400 million of incremental provision expense was recorded during !he fourth quarter. This 
incremental provision expense was recorded in tile Corporate segment as he a<tioo related to the acquisition of Washington Mutual's banking operations. For further 
dismssion of credit wd securitizations, see Note 15 on pages 206-213 of !his Annual Report. 
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Management's discussion and analysis 

MA R K ET R I S K  M A N AG E M E N T 

Market risk is the exposure to an adverse change in the market 
va lue of portfo l ios and financ ial instruments caused by a change in 
market pr ices or rates. 

Market risk management 
Market Risk is an independent risk management function, a l igned 
primarily with each of the Firm's business segments. Market Risk 
works in partnership with the business segments to identify and 
monitor market risks throughout the F irm as wel l as to define 
market r isk po l ic ies and procedures. The risk management function 
is headed by the f i rm's  Chief Risk Officer. 

Ma rket R i sk seeks to facil itate efficient risk/return decisions, 
reduce volati l i ty in  operating performance and make the Firm 's 
market ri sk profile transparent to senior management, the Board 
of D irectors and regulators . Market Risk is responsible for the 
fol lowing functions :  

• Establi shing a comprehensive market r isk po licy framework

• Independent measurement, mon itoring and control of bus iness
segment market risk

• Definition, approval and monitor ing of l im its

• Performance of stms testing and qualitative r isk assessments

Risk identification and classif ication 
Each business segment is responsible for the comprehensive identi
ication and verification of market risks within its units. The h ighest 

concentrations of market risk are found in 1B, Consumer Lending, 
and the F irm's Ch ief Investment Office in the Corporate/Private 
Equity segment-

1B makes markets and trades its produas across several different 
asset classes. These asset classes primarily inc lude fixed income risk 
(both in te rest rate risk and credit spread risk), fore ign exchange, 
equiti es and commodities ri sk . These trading r isks may lead to the 
potential decline in net income due to adverse changes in market 
rates . I n  addition to these trading risks, there are r isks i n  IB's c redit 
portfol io from reta ined loans and commitments, derivative credit 
valuation adjustments, hedges of the credit valuation adjustments 
and mark-to-market hedges of the reta ined loan portfol io. Addi· 
tiona l  risk positions result from the debi t valuation adjustments 
taken en certain structured l iabilities and derivatives to renea rhe 
credit quality of the Firm. 

The F i rm's Consumer Lend ing business u11 it includes the firm's 
mortgage p ipeli11e and warehouse loans, MSRs and all related 
hedges. These activities g ive rise to complex interest rate risks, as 
well as option and basis risk . Option risk arises primarily from 
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prepayment options embedded in mortgages and changes in the 
probabi l ity of newly or iginated mortgage commitments actually 
closing. 8a5is risk results from differences in the relative move
ments of the rate indices under lying mongage exposure and other 
interest rates. 

The Ch ief Investment Office is primarily concerned with managing 
structural market risks which arise out of the various business 
activities of the Firm. These inc lude structura l interest rate r isk , and 
foreign exchange risk. Market R isk measures and monitors the 
gross structural exposures as well as 1he net exposures re lated to 
these activities. 

Risk measurement 

Tools used to measure risk 
Because no single measure ca n reflect all aspects of market 
risk. the Firm uses var ious me!fics, both statistical and nonsta· 
t i stical, f ncluding: 

• Nonstatistical risk measures
• Value-at-ri sk
• Loss advisories
• Drawdowns
• Economic va lue stress testing
• Earnings-at-risk stress testing
• R isk identificat ion for large exposures ( "  R IFLE")

Nonstatistical r isk measures 
Nonstatistical r i sk measures other than stress testing include net open 
positions, basis point values, option sensitivities, market values, 
position concentrations and position turnover. These measures p ro
vide granu lar information on the F irm's market risk exposure . They 
are aggregated by line of business and by risk type, and are used for 
monitor ing l imitS, one-off approvals and taaical control. 

Value-at-r isk 
J PMorgan Chase's primary statistical risk measure, VaR, estimates 
the potentia l loss from adverse market moves in a normal market 
environment and provides a consistent  cross-business measure of 
r i sk p files and levels of d iversification . VaR i s  used for comparing 
risks across businesses, monitoring limits, and as an input to eco
nomic cap ital calcu lations. Each business day, as part of its risk 
management activities, the F i rm  undertakes a comprehensive VaR 
ca lcu lation that includes the majo r ity of Its market risks. These VaR 
results are reported to senior management. 
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To calculate VaR, the Firm uses historical simulation, based on a 
one-day time horizon and an expected tail-loss methodology, which 
measures risk across instruments and portfolios in a consistent and 
comparable way. The simulation is based on data for the previous 
12 months. This approach assumes that historical changes in 
marbt values are representative of future changes; this assumption 
may not always be accurate, particularly when there is volatility in 
t e market environment. For certain products, such as lending 
facilities and some mortgage-related securities for which price-based 
time series are not readily available, market-based data are sed in 
conjunction with sensftivity factors to estimate the risk. It is likely that 
using an actual price-based time series for these products, ii avail· 
able, wo Id impact he VaR results presented. In addition, certain 

risk parameters, such as correlation risk among certain instruments, 
are not fully captured In VaR. 

In the third quarter of 2008, the Firm revised its reported 1B Trading 
and credit portfolio VaR measure to include additional risk positions 
previously exduded from VaR, thus creating a more comprehensive 
view of the Firm's market risks. In addition, the firm moved to 
calculating VaR using a 95% confidence level to provide a more 
stable measure of the VaR for day-to-day risk management. The 
following sections describe JPMorgan Chase's VaR measures under 
both the legacy 99% confidence level as well as the new 95% 
confidence level. The Firm intends to present VaR solely at the 95% 
confidence level commencing in the first quarter of 2010, as infor
mation for two complete year-to-date periods will then b!! available. 

The table below shows the results of the Firm's VaR measure using the legacy 99% confidence level. 

99% Confidence-level VaR 
1B trading VaR by risk type and credit portfolio VaR 

A!, of or for the year ended 2009 
December 31. (a) (ill millions) 
By risk type: 
fixed income 
Foreign exchange 
Equities 
Commodities and other 
DiversifKa1ion 
Trading VaR 
Credit portfofio VaR 
Diversification 
Total trading and credit 

portfolio VaR 

Average 

s 221 
30 
75 
32 

(131)(b) 
S 227 

101 
(80)(b) 

s 248 

Minimum 

S 112 
10 
13 
16 

NM(cl 
S 103 

30 
NM(cl 

S 132 

Maximum Average 

S289 S \81 
67 34 

248 57 
58 32 

NM(cl (108)(b) 
S 357 S 196 

221 69 
NM(c} (63)(b) 

S397 S202 

2008 At December 31, 
Minimum Maximum 2009 2008 

s 99 S 409 S 123 $253 
13 90 18 70 
19 187 64 69 
24 53 23 26 

NM(<) NM(cl (99)(b) (152ftb) 
S 96 S 420 5 129 S 266 

20 218 37 171 
NM(c} NM(c} (20)(bl (120�bl 

S 96 S 449 S146 nn 

(a) The mul s for the year ended December 31, 2008, include five months o hemage JPMorgan Chase & Co. onfy re.suits and se,ien months of combined JPMorgan
Chase & Co. and Bear Stearns results,

(b) A�erage a d period-end VaRs mie less ;han he sum of the VaRs of i� market nsk components, which is due 10 ri5k o115ets res• ting from portfolio diversification.
The dlvers�ication effect reflects the fact that the risks we,e no1 perfec;ly correla ed. The risk of a portfolio of positions is wrefore usually less than the sum of the
r isles of the positions themselves.

(c) Designated as not meaningful ("NM") because the minimum and maximum may occur on di erent days for differen r!sk components, and hence it is not meaningful
10 compute a pcnlolio diversification effea.
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Management's discussion and analysis 

The 99% confidence level trading VaR includes substantially all 
trading activities in 1B. Beginning in the fourth quarter of 2008, the 
credit spread sensitivities of certain mortgage products were in
cluded in trading VaR. This change had an insignificant impact on 
the average fourth quarter VaR. For certain other products induded 
in the trading VaR, particular risk parameters are not fully captured 
-- for example, correlation risk. Trading VaR does not include: held
for-sale funded loan and unfunded commitments positions (how
ever, it does lndude hedges of those positions); the OVA taken on 
derivative and structured liabilities to reflect the credit quality of the 
Firm; the MSR portfolio; and securities and instruments held by 
other corporate functions, such as Private Equity. See the OVA 
Sensitivity table on page 130 of this Annual Report for further 
details. For a discussion of MSRs and the corporate functions, see 
Note 3 on pages 156-173, Note 17 on pages 222-22 5 and Corpo
rate/ Private Equity on pages 82-83 of this Annual Report. 

2009 VaR results (99% confidence level VaR) 
IB's average total trading and credit portfolio VaR was S248 million 
for 2009, compared with $202 million for 2008, primarily driven by 
market volatility. Volatility began to significanrty increase across all 
asset dasses flam late 2008 and persisted through the first quarter of 
2009. From the second quarter of 2009 onwards, volatility in the 
markets gradually dedined; however, the impact of the volatile 
periods was still reflected in the 2009 VaR numbers. 

Spot total trading and credit portfolio VaR as of December 31, 2009, 
was S 146 million, compared with $317 million as of December 31, 
2008. The decrease in the spot VaR in 2009 reflects the reduction in 
overall risk levels as well as the aforementioned decline in market 

volatility by the end of 2009 when compared to the end of 2008. 

For 2009, compared with the prior year, average trading VaR diversi
fication increased to $131 million, or 37% of the sum of the compo· 
nems, from $108 millioo, or 36% of the sum of the components in 
the priOf year. In general, over the course of the year, VaR exposures 
can vary signmcantly as positions change, market volatility fluctuates 
and diversification benefits change. 

VaR backtesting (99% confidence level VaR) 

To evaluate the soundness of its VaR model, the Firm conducts 
dally back-testing of VaR against daily 18 market risk-related 
revenue, which is defined as the change In value of principal trans
actions revenue (e�cluding private equity gains/(losm)) plus any 
trading-related net interest income, brokerage commissions, un
derwriting fees or other revenue. The daily 1B market risk-related 
revenue excludes gains and losses on held·for-sale funded loans 
and unfunded commitments and from OVA. The following histo
gram illustrates the daily market risk-related gains and losses for 18 
trading businesses for the year ended 2009. The chart shows that 
18 posted market risk-related gains on 219 out of 261 days in this 
period, with 54 days exceeding S 160 million. The inset graph looks 
at those days on which 18 experienced losses and depicts the 
amount by which 99% confidence level VaR exceeded the actual 
loss on each of those days. Losses were sustained on 42 days 
during the year ended December 31, 2009, with no loss exceeding 
the VaR measure. The Firm would expect to incur losses greater 
than that predicted by VaR estimates once in every 100 trading 
days, or about two to Three times a year. 

Dally 18 Tr.rdtng and Credit Portfo!!o Market Risk-Related Gains and Loss.es 
(99'1> Confidence Level YaR) 
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The table below shows the results of tl1e Firm's VaR measure using a 95% confidence level. 

95% Confidence level VaR 
Total 1B trading VaR by risk type, credit portfolio VaR and other VaR 

(in millions) 
18 VaR by risk type: 

Fixed Income 
Foreign exchaoge 
Equities 
Commodities and other 
Diversification benefit to IB trading VaR 

1B Trading VaR 
Credit ponfolio VaR 
Diversificacion benefit to 1B trading alld credit portfolio VaR 

Total 18 trading and credit portfolio VaR 
Consumer Lending VaR 
Chief lnves1111ent Office (CIO) VaR 
Diversification benefit to total other VaR 

Total other VaR 
Diversification benefit to total 18 and other VaR 

Total 1B and other VaR 
(a) R�ults 101 the year ended December 31, 2008, are not a,aitable. 

VaR measurement 
The Firm's 95% VaR measure above indudes all the risk posirions 
taken into account under the 99% confidence level VaR measure, 
as well as syndicated lending facilities that the Firm intends to 
distribute. The Firm utihzes proxies to estimate the VaR for these 
products since daily time series are largely not available. In addi
tion, the 95% VaR measure also includes certain posilions utilized 
as part of the Firm's risk management function within the Chief 
Investment Office ("CIO") and In the Consumer Lending businesses 
to provide a Total 1B and other VaR measure. The CIO VaR includes 
positions, primarily in debt securities and credit products, used to 
manage structural risk and other risks, including in erest rate, credit 
and mortgage risks arising from the Firm's ongoing business activi· 
ties. The Consumer Lending VaR includes the Firm's mortgage 
pipeline and warehouse loans, MSRs and all related hedges. In the 
Firm's view, including these items in VaR produces a more com
plete perspective of the Firm's market risk profile. 

The 95% VaR measure continues to exclude the OVA taken on 
certain structured liabilities and derivatives to reflect the aedit quality 
of the Firm. It also excludes certain activities such as Private Equity, 
principal investing (e.g., mezzanine fi andng, tax.oriented invest
ments, etc.) and balance sheet, capital management positions and 
longer-term investments managed by the CIO. These longer-term 
positions are managed through the firm's earnings-at-risk and other 
cash flow-monitoring processes rather than by using a VaR measure. 
Principal investing activities and Private Equity positions are managed 
using str�s and scenario analysis. 
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At December 3 1 
2009 2008 

s 80 $ 180 
10 38 

43 39 
14 25 

(54) (108) 

S 93 S 174
21 77 

(9) (57)
$105 194 

28 112
76 114 

(13) (48) 
S 91 178

(73) (86) 

S 123 286

2009 VaR results (95% confidence level VaR) 

Year ended 
Q�llfl :ii 

� 
2009 

s 160 
18 

47 
20 

(91) 
s 154 

52 

(42) 
s 164 

57 
103 
(36) 

s 124 
(82) 

s 206 

Spot 1B and other VaR as of December 31, 2009. was S 123 million, 
compared wrth $286 million as of December 31, 2008. T e decrease 
in spot VaR in 2009 is a consequence of reduaions. in overall risk as 
wel as declining market volatility. In general, over the course of the 
year, VaR exposures can vary significantly as positions change, 
market volatility fluctuates and diversification benefits change, 

VaR backtesting (95% confidence level VaR) 
To evaluate the soundnrn of its VaR model, the Firm conducts 
daily back-testing ot VaR against 1he Firm's market risk-1elated 
revenue, which is defined as follows: the change in value of princi· 
pal transactions revenue for 1B and CIO (excluding private equity 
gainsl(losm) and revenue from longer-term CIO investments); 
trading-related net interest income for 1B, RFS and CIO (excluding 
longer-term CID investments); 1B brokerage commissions, under· 
writing fees or other revenue; revenue from syndicated lending 
acilities that the Firm intends to distribute; and mortgage fees and 

related income for the Firm's mortgage pipeline and warehouse 
loans, MSRs and all related hedges. The daily firmwide market risk
related revenue elldudes gains and losses from DVA. 
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Management's discussion and analysis 

The following histogram illustrates the daily market ris. -related gains and losses for 18 and Consumer/Clo positions for 2009. The chart shows 
that the Firm posted market risk-related gains on 227 out of 261 days in this period, with 69 days exceeding $160 million. The inset graph 
looks at those days on which the Firm experienced losses and depicts the amount by which the 95% confidence level VaR exceeded the actual 
loss on each of those days. Losses were sustained on 34 days during 2009 and exceeded the VaR measure on one day due to high market 
volatility in the first quarter of 2009. Under the 95% confidence interval, the Fi m would expect to incur daily los.ses greater than that pre
dicted by VaR estimates about twelve times a year.

Dally IB and Other Market Risk-Related Gains and Losses 
(95% Confidence Lever 1/aR) 
Y�Y�ndtd Oo<.ember l I, 7Wl 

ao �.,...,._. d�pe•,<N<:111 w, _. 

' 

I 

40 

-3 
5!' 

1 ·1..
'

ii I i r j
ID 

:-i 
l 
I 

10 1 

: � l
I --··1 ' : 

0 ,. 

� ! l ! 0 IJ I A @V 

. • 
•

i 
• . 
0 :, 

' � I Iii !! 
::a 

S In o,illoM 

The following table provides information about the gross sensitivity 
of OVA to a one-basis-point increase in JPMorgan Chase's credit 
spreads. This sensitivity represents the impaa from a one-basis-point 
parallel shih in JPMorgan Chase's entire credit curve. As credit 
curves do not typically move in a parallel fashion, the sensitivity 
multiplied by the change in spreads at a single maturity point may 
not be representative of the actual revenue recognized. 

Debit valuation adjustment sensitivity 

(in millions) 
December 31, 2009 
Decem�r 31, 2008 

1 Basis Point Increase in 
_ JPMorgan Chase C!edit Spread 

$39 
S 37 

Loss advisories and drawdowns 

Loss advisories and drawdowns are tools used to highlight to senior 
management trading losses above cenain levels and initiate discus
sion of remedies. 
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Economic value stress testing 

While VaR reflects the risk of loss due to adverse changes in normal 
markets, stress testing captures the Firm's exposure to unfikefy but 
plausible events in abnormal markets. The firm conducts economic
value stress tests using multiple S<enarios that assume credit 
spreads widen significantly, equity prices decline and significant 
changes in interest rates across the major currencies. Other scenar
ios focus on the risks predominant in individual business segments 
and include scenarios that focus on the potential for adverse 
movements in complex portfolios. Scenarios were updated more 
frequently in 2009 and, in some cases, redefined to reflect the signifi
cant market volatility which began in late 2008. Along with VaR, 
stress testing is important in measuring and controlling risk. Stress 
testing enhances the understanding of the Firm's risk profile and 
loss potential, and stress losses are monitored against limits. Stress 
testing is also u ilized in one-off approvals and cross-business risk 
measurement, as well as an input to economic capital allocation. 
Stress-test results, trends a d explanations based on current market 
risk positions are reported to the Firm's senior management and to 
the lines of business to help them better measure and manage risks 
and to understand event risk-sensitive positions. 
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Earnings-at-risk stress test ing 
The VaR and stress -test measures described above il lustrate the 
total eco omic sensit ivity of the Firm's Consolidated Balance 
Sheets to changes in market variables. The ettect of interest rate 
exposure on reported net i ncome i s  also important. Interest rate 
risk exposure in t e F irm's core nontrad ing bus iness activit ies 
( i .e  . .  asset/l iabi lity management posltions) resu lts from on-and 
off-balance sheet posit ions and can occur due to a variety of 
factors, inc lud ing:  

• Difference$ in the tim ing among the mat u rity or repricing
of assets, li ab il ities and off-balance sheet Instruments. For
example, if l iab i l it ies reprice quicker than assets and funding
interest rates are decl in ing, ear n i ngs will increase initially.

• Differences In the amounts of assets, liabi l ities and off-balance
sheet instruments that are repricing at the same time. For example,
if more deposit l iabilities are repr icing than assets when general
interest rates are decl in ing, earn ings will inaease initially.

• Differences in the amoun!S by which short-term and long-term
market interest rates change (for example, changes in the
slope of the yield curve, because the F irm has the abi l ity to
lend at long-term fixed rates and borrow at var iable or short·
term fixed rates) . Based on these scenarios, the firm's earnings
would be affected negatively by a sudden and unanticipated
increase in shon-term ra tes pa id on its liabi lities (e .g . , depos
its) without a corresponding increase in long-term rates re
ceived on its assets (e.g., loans). Conversely, h igher long-term
rates rece ived on assets generally are beneficial to earn ings,
particularly when the increase is not accompanied by ri s ing
short-term rates pa id on l iabi lities .

• The impact of changes in the maturity ol various assets, l iab ili
ties o r  off-balance sheet instruments as Interest rates change .
For example, i f  more borrowers than forecasted pay down
high er - ra te loan balances when genera l inte rest rates are de

cl in ing, earn ings may decrease init ially.

The Fi rm manages inte rest rate exposure re lated to its assets and 
l iabiliti es  on a conso l idated, corpora te -wide basis. Business un its 
t ransfe r  their in terest rate risk to Treasury through a transfer 
pricing system, wh ich takes into account the e lements of interest 
rate exposure that can be risk-managed in financial markets. 
These elements inc lude asset and liab i l ity balances and contrac
tual rates of interest, contractual p r incipal payment schedu les, 
expeaed prepayment experience, interest rate reset dates and 
matur ities, rate ind ices used for repric ing, and any interest rate 
cei lings or floors for adjus table rate products. All transfer-pric ing 
assumptions are dynamically rev iewed. 

The Firm conducts sim lations of changes in net interest income 
from i!S nontrading activities under a var iety of interest ra te 
see arias. Earnings-at- r isk ests measure the potential change in 
the F i rm's net interest income, a d the corresponding impact to 
the F i rm·s pretax earn ings, over the following 12 months .  These 
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tem high l ight exposures to various rate-sensiti ve factors, such as 
the rates themselves (e.g., the p r ime lending rate). pricing strate
g ies on depos its, optional ity and changes in product mix . The tests 
inc lude forecasted balance sheet changes, such as asset sales and 
secur itizations, as well as prepayment and reinvestment behavior. 

Immediate changes in interest rates present a l im ited view of risk, 
and so a number of alternative scenarios are also reviewed. These 
scenarios include the impl ied forward curve, nonpara llel rate shifts 
and severe interest rate shocks on selected key rates .  These scenar
ios are intended to provide a comprehensive v iew of JPMorgan 
Chase's earnings at  risk over a wide range of outcomes. 

JPMorgan Chase 's  1 2 -month pretax earnings sensitivity profile as of 
December 3 1 ,  2009 and 2008, is as follows. 

(in millions) 
December 3 1 ,  2009 
December 3 1 , 2008 

.;.2CiO!Jp 
S (1 , 594) 
S 336 

mediate change in  rates 
+ 1 00bp · 100bp
S (554) NM{a )
S 672  NM(a)

·200bp
NM(a)
NM(a)

(a) Dawn 100· and 200-basis-point parallel shocks resu , n  a Fed Fund.s target
me of zero. and negati,ie three- and six-momh Treasury rares. The earnings
a1-ri1k results of 5Uch a low-probability scenario are not mean ingful.

The change in earnings at risk from December 3 1 ,  2008, results 
f rom a h igher level of AFS securiti es  and an updated base l ine 
scenario that uses higher short-term in terest rates. The Firm's risk 
to rising rates i s  largely the result of increased funding costs on 
assets, partially offset by widen ing deposit margins, which are 
currently compressed due to very low short- term in terest rates .  

Additiona lly, another interest rate scenar io, i nvo lvi g a steeper 
yield curve with long-term rates r i s i ng 1 00 basis points and short
te rm rates staying at current levels, resu l t s  in a 1 2-month pretax 
earn ings benefit of S449 mi l l ion . The inc rease in  earn ings is due 
to reinvestment of maturing assets at the higher long- term rates, 
with funding costs remaining unchanged . 

Risk identification for large exposures 
Individuals who manage r isk pos itions, particularly those that are 
complex, are responsible for identifying potential losses that 
could arise from speci fic, unusua l events, such as a potent ial tax 
change, and estimaiing the probabilities of losses ar is ing from 
such events. Th is information i s  entered into th e F i rm's RIFlE 
database. Management of tradi g businesses control RI FLE 
entries, thereby permining the Firm to mon i to r  funher earnings 
vulnerabil ity not adequately covered by standard risk measures. 

Risk mon itoring and control 
limits 
Market risk is controlled primarily through a ser ies of l imits. 
Lim its reflect th e Firm's risk appetite in  the context of the market 
envi ronment and business strategy. In setting l imits, he F irm

takes into consideration factors such as market volati l rty, product 
l iqu idity, business t rends and management experience. 
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Management's discussion and analysis 

Market risk ma agement regularly reviews and updates risk limits. 
Senior management, including the Firm's Chief Executive Officer 
and Chief Risk Officer, is responsible for reviewing and approving 
risk limits on an ongoing basis. 

The Firm maintains dtfferent levels of fimit.s. Corporate-level limits 
include VaR and stress limits. Similarly, line-of-business limits include 
VaR and stress limits and may be supplemented by loss advisories, 
nonstatistical measurements and instrument authorities. Businesses 
are responsible for adhering to established limits, against which 
exposures are monitored and reponed, Umit breaches are reponed in 
a timely manner to senior management. and the affected business 
segment is required to reduce trading positions or consult with senior 
management on the appropriate action. 

Qualitative review 

The Market Risk Management group also performs periodic reviews 
as necessary of both businesses and products with exposure to 
market risk to assess the ability of the businesses to control their 
market risk. Strategies. market conditions, product details and risk 
controls are reviewed and specific recommendations for improve
ments are made to management. 

Model review 

Some of the Firm's financial instruments cannot be valued based on 
quoted market prices but are instead valued using pricing models. 
Such models are used for management of risk positions, such as 
reporting against limits, as well as for valuation. The Model Rrsk 

PRIVATE EQUITY RISK MANAGEMENT 

Risk management 

The Firm ma es principal investments in private equity. The illiquid 
nature and long-term holding period associated with these invest
ments differentiates private equity risk from the risk of positions 
held in the trading portfolios. The Firm's approach to managing 
private equity risk is consistent with the Firm's general risk govern
ance struaure. Controls are in place establishing e)(pected levels for 
total and annual investment in order to control the overall size of 
the portfolio. Industry and geographic concentration limits are in 
place and intended to ensure diversification of the portfolio. All 
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Group, which is independent of the businesses and market risk 
management, reviews the models the Firm uses and assesses model 
appropriateness and consistency. The model reviews consider a 
number of factors about the model's suitability for valuation and risk 
management of a panicufar product, including whether it accurately 
reflects the characteristics of the transaction and its significant risks, 
the suitability and convergence properties of numerical algorithms, 
reliability of data sources. consistency of the treaunent with models 
for similar produas, and sensitivity to input parameters and assump
tions that cannot be prked from the market. 

Reviews are conducted of new or changed models, as well as previ
ously accepted models, to assess whether there have been any 
changes in the product or market that may impact the model's valid
ity and whether there are theoretical or competitive developments 
that may require reassessment of the model's adequacy. For a sum
mary of valuations based on models, see Critical Accounting Esti
mates Used by the Firm on pages 135-139 of this Annual Report. 

Risk reporting 
Nonstatistica! exposures, value-at- isk, loss advisories and limit 
e�cesses are reported daily to senior management. Market risk 
exposure trends, value-at-risk trends, profit-and-loss changes and 
portfolio concentrations are reponed weekly. Stress-test results 
are reported at least every two weeks to the businesses and 
senior management. 

investments are approved by an investment committee that in
cludes executives who are not part of the investing businesses. An 
independent valuation function is responsible tor reviewing the 
appropriateness of the carrying values of private equity investments 
in accordance with relevant accounting policies. At December 31, 
2009 and 2008, the carrying value of the Private Equity portfolio 
was S7 .3 billion and $6. 9 billion, respectively, of which $ 762 
million and $483 million, respectively, represented publidy-traded 
positions. For further information on he Private Equity portfolio, 
see page 83 of this Annual Report. 
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