
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549-4561

DIVISION OF
CORPORATION FINANCE

February 17,2011

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

Re: JPMorgan Chase & Co.

Incoming letter dated Januay 10,2011

Dear Mr. Dun:

This is in response to your letter dated Januar 10,2011 concernng the
shareholder proposal submitted to JPMorgan Chase by the Sisters of Charty of Saint
Elizabeth; the Maranst Province of the United States; Providence Trust; the Sisters of
S1. Dominic of Caldwell, NJ; the Marknoll Sisters ofS1. Dominic, Inc.; the Marknoll
Fathers and Brothers; the Benedictine Sisters of Virginia; and the Sisters of S1. 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 wil be provided to the
proponents.

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

 
Gregory S. Bellston

Special Counsel

Enclosures

cc: Sister Barbara Aires, S.C.

Coordinator of Corporate Responsibility
The Sisters of Charity of Saint Elizabeth
P.O. Box 476
Convent Station, NJ 07961-0476
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Mylés McCabe 
Director of Peace and Justice 
Marianst Province of the United States 
4425 West Pine Boulevard 
S1. 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 S1. Dominic of Caldwell, New Jersey 
Office of Corporate Responsibility 
40 South Fullerton Ave. 
Montclair, NJ 07042 

Cathenne Rowan 
Corporate Social Responsibility Coordinator 
Marknoll Sisters 

Box3llP.O. 

Marknoll, NY 10545-0311
 

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

Marknoll, NY 10545-0305 

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

Nora M. Nash, OSF 
Director, Corporate Social Responsibility 
The Sisters ofS1. Francis of 
 Philadelphia 
609 South Convent Road 
Aston, PA 10914-1207 



February 17,2011

Response of the Office of Chief Counsel
Division of Corporation Finance

Re: JPMorgan Chase & Co.

Incoming letter dated January 10,2011

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

There appears to be some basis for your view that JPMorgan Chase may exclude
the proposal under rule l4a-8(i)(7), as relating to JPMorgan Chase's ordinary business
operations. We note that the proposal relates to the maner in which JPMorgan Chase
manages risk. We fuher note that the proposal addresses matters beyond the board's
role in the oversight of JPMorgan Chase's management ofnsk. Accordingly, we will not
recommend enforcement action to the Commission if JPMorgan Chase omits the
proposal from its proxy materials in reliance on rule l4a-8(i)(7). In reaching ths

position, we have not found it necessar to address the alternative basis for omission
upon which JPMorgan Chase relies.

Sincerely,

 
Robert Errett
Attorney-Adviser



, DIVISION OF CORPORATION FIANCE 
INFORML PROCEDURS REGARING SHAHOLDER PROPOSALS
 

, The Division of Corporation Finance believes that its responsibility with respect to 
matters arsing under Rule 14a-8 (17 CFR 240.l4a-8), as with other matters under, the proxy 
rues, is to aid those who must comply with the rue by offering informal advice and suggestions 

.' andto determirie, initially, whether or not it may be appropriate in a paricular matter to 
recommend enforcement action to the Commission. In connection with a shareholder proposal 
under Rule 14a-8, the Division's staf considers the inormation fushed to it by the Company 
iI 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'srepresentative. 

Although Rule l4a-8(k) does not require any comm~cations from shareholders to the 
Corrssión's staf, the staff will always consider information concerng alleged violations of
 

the statutes administered by the Commission, including arguent as to whether or not activities 
proposed to be taken would be violative of 
 the statute orrue involved. The receipt by the staff 
of such information, however, should not be constred as changing the staffs informal
 

procedurés and proxy review into a formal or adversar procedure; 

It is importt to 
 'note that the stafs and Commssion's no-action responses to
 
Rule 14a-8G) submissions reflect only informal views. The determinations'reached in these no-

action letters do not and canot adjudicate the merits of a company's position with respect to the 
proposal. Only 
 a cour such as a U.S. District Cour can decide whether a company is obligated 
to include shareholder proposals in its proxy materials. Accordingly a discretionar 
determination not to recommend or tae Commission enforcement action, does not preclude a 
proponent, or any shareholder of a company, from pursuing anynghts he or she may have against 
the company in cour, should the management omit the proposal from the company's proxy 
materiaL. 
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VIA E-MAIL (shareholderproposals@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:

We submit this letter on behalf of our client JPMorgan Chase & Co., a Delaware
corporation (the "Company'), which requests confirmation that the staff (the "Staff) of the
Division of Corporation Finance of the U.S. Securities and Exchange Commission (the
"Commission') 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") and supporting statement (the
"Supporting Statement') 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. Francis of Philadelphia (collectively, the "Proponent')
from the Company's proxy materials for its 2011 Annual Meeting of Shareholders (the "2011
Proxy Materials").

Pursuant to Rule 14a-8(j) 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.
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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. 

1.	 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 ofthe 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)(1O), 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 repOlt. 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 Staff's 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 structure, 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 lPMorgan 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 
(February 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 policY 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 I4a-8(i)(IO) because the 
Company has Substantially Implemented the Proposal Through its Form IO-K 
and Form IO-Q Filings 

Rule 14a-8(i)(1O) 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)(10». 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 ofAmerica (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 ofOperations (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 lO-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 lO-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 
14a-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 2011 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. 

Sincerely, 

Martin P. Dunn 
of 0'Melveny & Myers LLP 

Attachments 

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

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



EXHIBIT A
 

Shareholder Submitted by 
THE SISTERS OF CHARITY, ET AL. 



NOV 30 2010
 

November 24, 2010 

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

Dear Mr. Dimon, 

The Sisters of Charity of Saint Elizabeth continue to be concerned about risk management in the 
operation of JPMCs fmancial 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. 

The 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 submit it for inclusion in the proxy 
statement, in accordance with rule 14a-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 material the attached statement of the security holder, 
submitted in support of this proposal, as required by the aforesaid rules and regulations. 

Sincerely, 

~$~~ 
Sister BarbaI"'d Aires, SC 
Coordinator of Corporate Responsibility 

Enc 
SBA/an 

,'..' 

'" " ~'/ 



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~nd 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
states that: "For more than a decade, banks

and insurance companies convinced governments and nonproftts (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 bUHon 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 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 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.



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

r; 973 7.90 5·'0;~

119732905..14:
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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 

RoE: The Sisters of Charity of Saint Eiizabeth 

Dear Mr. Dimon, 

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. 

\ 11;![;G: /---­
Y ette S. Andrews 
M nager Investment Performance Analysis 
Ashfield Capital Partners, LlC 
415.391.4747 

CC: Sister Barbara Aires 



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

*** FISMA & OMB Memorandum M-07-16 *** 



November 29,2010 RECEIVED BY THE 

Sent Via FedEx NOV 3a2010 
The Marianists 

OFflCE OF THE SECReTARY 

Anthony J. Horan, Corporate Secretary 
11' Morgan Chase & Co. 
270 Park Avenue 
New York, New York H)(H7-2070 

!Jear Mr. Horan: 

J am writing you on behalf of the Marianist Province of the United States in support of the 
stockholder resolution on Restore Confidence in the Financial System. In brief, the proposal relluests 
that the Board of Directors report to shan:+'IOlders (at reasonable cost and omitting propriet<iry 
informotion) 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 sharenolders at the 2011 Annual 
\ileeting. 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-<1-8 of the General Rules and 
Regulations of the Securities and Exchange Act of 1934. A representative of the shareholders \-vill 
attend the annual meeting to move the resolution as required by SEC rules. 

We are the owners of morc the $2000 in shares of J.P Morgan Chase & Co. stock and intend to hold thE' 
stock through the date of the 2011 Annual Meeting. Verification of ownership will foHm\!. 

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

2YO-5402. 

Sincerely, 

/,1 ~ 71 . /' IJ/'A' /ty·~ 

iVly~~s McCabe 
Director of Peace and Justice 
Marianist Province of the United States 

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

4425 vie,$t Ptne BOUlevard Sf. Louis, Miss>oul'! 63108·2301 3145331207 314,533,0778 fax 



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/201 0-11-1 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 nonproflts (e.g., Bay Area ToU 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 bi1!ion". 

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 cHents 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. 



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:

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 S1. 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 throuah the date of the 2011 Annual Meetina. 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,

vfi~~~r~
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 dally 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 lev~rage risks." (Ooenine: Statement. 
SEC Open Meeting, September 17, 2010) 

WHEREAS, data compiled by Bloomberg <http://www.bloomberg.com/news/2010-11-10/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 Tali 
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 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 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 THE' 

NOV 30 ZOIC 

Office of Corporate Responsibility ~rl:1 :;09- Ki'\OO voin' 

l(J South Fullerton Ave. m:3 ~;09-8KU~ fax 

\lont.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: 

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. I 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 vVhom 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 foHow by maiL 

Thanks for your patience, 

;/ .;// 

i' j{t!.. 4...-/ 
/;
(/ 

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 
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 <!lttPI!www.bloomberg.com!nevls!.?Q.Hj.:..iJ...JQ~Yia:I.:.§.I~f.;E':­
~OH0cts-4-bmion-from-taxpayers-as-swaDs-backflre.htnl!> 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 institutfons was a key contributor to the scale and 
severity of the recent recession; 

WHEREAS, the International Monetary Fund reported that advanced economies pledged $10 triHion in 
financial sector support - equivalent to 30% of 2009 World 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 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 302010 

OFFICE OF THE SECRETA.~Y 

-MARYKNOll-SISTERS---­

November 29, 2010 

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

Dear Mr. Dimon, 

The Maryknoll Sisters ofSt. Dominic, Inc. are the beneficial owners of 100 shares of J.P. Morgan 
Chase & Co. The Maryknoll Sisters have held the shares continuously for over one year and 
intend to hold them until after the annual meeting. A letter ofverification 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 noti1)' 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 
tor 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, 

' ~~ 
, d], -J/.4.­

( '." . 1'''-L v rv~ 
Catherine Rowan 
Corporate Social Responsibility Coordinator 

ene 



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 daity 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 <httQJ/w\'NI,bI90mberfLgQm!newsi201Q:J.l:1.9jw21i:::?lf_~1: 

collects-4-bimQn-from-faxpayers-as-swaps-backfirehtml> 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 ofTARP 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 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 fines 
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. 



November 29. 2010

To Whom It Mo.y Concern:

RECEIVED BY THE
.RECEIVED BY THE

lJUV .jV 1010

OFFICE OF THE SeCRETARY
omca OF THE SECRETARY

l)odd Newwn I{Ol.!'Ckert
Senior Vice President -.,
WooIth Management AdvisQr
301 Tressel' Blvd.• lO'll Fl.
Stamford, CT 06901
203-356-8178
877-356·8778

This certifies thot the Maryknoll Sisters of St. Dominic, Inc. are the
beMficiGl owners of 100 shdru of JP Morgan Chase end Co. These shares heve
been held continuousiy for twelve months end will continue to be held
through the next cnnual meeting of the company.

Sincerely•

~..---;:;:e;:::;;:~.-
Dodd N. l<oeckerl

MoffljII~b__~__lIi»tf/JlldJll'ltIalOd~~twlkd4'><I.~~lSmM~iI"llI91"''''il'lr'i.i'''I~_ar...._
""~:loa.lI.I!WRiI'fOd~<:l1i eot l'llIWdMII, a3llI<d~U.1lI><llllf~IlioiIla~N#i ~ Q"",,,~~_j ..bsidilri.,; 01 ilIl'l<"f!llr>l'1nac~.
l~pIQ(ju:lli~~Ihlol!ll~l'lel<e.~& SmiII;~"/lll4I_Il1dW>llllll"ll~~G'llnllI"'lIttll!l !.:tl'(Q \Jf"IIIl"lt:j''''!c''

:::'---fi.~:--I~; --I
M<:<lllllt!l<"'/'jo r_«<!lIl1iI.li~III)ltf:lSl.lW~-.. .._~ft_~~~($!l'C).JbY."'_1_"«I~l..,yt!ll;ml<
;!"_i»C'"I'O ~f.&oOlttlf.~lnl\.i:o.li::lItlllIIli_,.~llAda~cwfl«l~=f8$<1'I~C1ItP<l4llM.



RECEn ',?_ BY THE

aEC J 121310

OFFICE OF THE SECRETARY

Fathers and Brothers. Catholic Foreign Mission Society of America. Inc.
Corporate Social Responsibility
PO BDX 305 • Maryknoll, New York Hi545-03u5
Phone: {9i4} 941·7635 x2516 • Fax. (914i 944·3601 '" E-mail: jlamar@maryknoiLorg ....;w'.v.maril<l1ol!.org

November 29, 2010

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

Dear !vir. Dimon,

By Fax: 2122702613
Original by Express Mail

The Maryknoll Fathers and Brothers remain concerned about tf-'e 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 of the recent
recession, 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 institution and how it is
in·egrated 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 wi!! 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 NJ., and present it for inclusion in the proxy statement for
consideraUon and action by the shareholders at the next stockholders meeting in accordance vliith rule
14-9-8 of the General Rules and Regulations of the Securities Exchange Act of 1934.

It is our tradition, as religious investors, to seek dialogue with companies to discuss the issues involved
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 cal! Sr. Barbara Aires, SC at [973-290-5402] if you have allY questions
about this resolution.

SIncerely,

Ene
ICeR
Sf. Barbara Aires

o Pdnh....'J on (\")'{,.yded papet~



Restore Confidence in the Financial System 
2011 - JP rgan 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 Meetlng, 
September 17. 2010) 

WHEREAS. data compiled by Bloomberg <IIitr1i1wW','vbi9.9.f.D!;?io;J.£L£orDiL18ws/2D19_:J' ::.Hf!YL0_U.;§tL~L 
;:;;:,Hecrs-4-bHlion-fwm-laxpaven;-as-swaps-backfirehtmi> 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 ofTARP 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; 

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

8E 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 evaiuation of these instruments for 
soundness, suitability. integrity and safety is needed and can be advanced through the adoption of thiS 
resolution. 
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Fiflf'flt':ial A,,1'1lti{J{

CiHI1oI,i,; foreign Mission
PC Box 309
St Josephs Bldg & Controllers
M.~I'ykf1()l:, NY 10545

To Whom it May Concern:

Thf' Cmhol1c Fon~lgl1 Mission Sodetv of Amerlce inc" (CFMSAj, t~l$O kr10wn as tht; Maryknoll Fathers <l:od
Broth+!rs Mi::' tlw beneficial owners of 65 shares of lP Morgan Chase (JPM), These shares have been
con:,'stently held since 10!20!1999.

S;ncert~I'I.

~~/
~v'1ii:,h,1l~1 Gray, CFM
V!ce President

St~n!(1( Financia! Advisor

w;:; S"uth H(,dto,d Road -iVlovpt: l(wc<." NY lOti-:W - '1\11; m'L:';';1,.H4fll • 'tel; SOO,Ui.l4,9;~41 • VJ)>;; \';4:i'i1;;:~:tS
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~enedi£tine Sisters ofVirginia
 
Saint Benedict i\ilonastery • 9535 Linton Hall Road • Bristow, Virginia 20136-1217 • (703) 36 ! -0 I06 

November 25. 2010 RECEIVED BY THE 

RECEIVED BY THE 

Anthony J. Horan 
Corporate Secretary OFFiCE O' THE SECRETftRY 
JP Morgan Chase & Co. 
270 Park Avenue OFFICE OF THE SECRETARY 

New York. New York 10017-2070 

Dear Mr Horan: 

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 
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 S1. Elizabeth for consideration and action by the shareholders at the 
2011 Annual Meeting. I hereby submit it for indusion in the proxy statement for consideration 
and action by the shareholders at the 2011 annual meeting in accordance with Rule 14-a-8 of 

General Rules and Regulations of the Securities and Excllange Act 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 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 wilting 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. 

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 leverage li.sll.s." (Opening Statement, SEC Open Meeting, September 17,2010) 

WHEREAS, data compiled by Bloomberg <m!rLilff£LYiJtl!9JlliJ.!:.r.~m:.LQ;l!Ilff}~~:t?.u?~jlQ:l.JJQiY":.zti~:lD;J!;:l (/);i\p(;! .,j 

~WlliJll:r.[Q[lJ::ta>;OaY?rs-<b'i§waQs·Q.ackfire,htm!>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 fOf 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 
TMP 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. 

Supporti,ng 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 cfients and customers and financial system 
as a whole through counterpartyexposure. 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. undetwriters 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. 



DEC :: ~OlO 
; 
i 

THE SISTERS OF ST. FRANCIS! OF PHILADELPHIA OFFICE OF 7, ,eCRETARY
I 
! 

November 24,2010 

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

t 
Dear Mr. Dimon: ! 
Peace and all good! The Sisters of St. Frano~s 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 i~ the financial system" and that will require integrity, 
transparency and continuous monitoring on thq part of leadership and management. 

As a faith-based investor, I am hereby autho~zed to notify you of our intention to submit this 
shareholder proposal with The Sisters of Chaqty of St. Elizabeth. I submit it for inclusion in the 
proxy statement for consideration and action ~y the shareholders at the 2011 annual meeting in 
accordance with Rule 14-a-8 of the General RUj1es and Regulations ofthe Securities and Exchange 
Act of 1934. A representative of the shareho~ders will attend the annual meeting to move the 
resolution as required by SEC rules. We truly hppe that the companywill 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, SC. Her phone number is 913-290-5402. 

I 
As verification that we are beneficial owners qf common stock in J.P. Morgan Chase, I enclose a 
ietter from Northern Trust Company, our portfo~io custodian/record holder attesting to the fad. It is 
our intention to keep thcse shares in our portfolio at least until after the annual meeting. 

I
Respectfully yours, 

--t~ jt; 9(4d,/~,~ 
Nora M. Nash, OSF 
Director, Corporate Social Responsibility 

Enclosures 

cc: 
Barbara Aires, SC 
Julie Wokaty, ICCR 

om"" ofCorp<Jnte ScdMJ Responsibility 
(,09 Soulh Com...,n, Ro.d • A"..n. PA 19014·1207 

6W-55H~7U,1 • r:tx: 610-558 S85:5. E*maiJ: on..l ...._h(!L1n sfphd1urg 'nl.-ww.osfphda.urs: 



Restore Confidenc~ in the Financial System 
2011 - JPMorgan Chase 

WHEREAS, the Securities and Exchange Commi~sion is proposing the reinstatement of 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. ' 

WHEREAS, Mary Schapiro, Chair of the SEC, h4s commented that: "Under these proposals, investors 
would have better information about a compan financing activities during the course of a reporting 
period - not just a period-end snapshot," and ith this information, investors would be better able to 
evaluate the company's ongoing liquidity and lev age risks." (Opening Statement, SEC Open Meeting, 
September 17, 2010) 

WHEREAS, data compiled by Bloomberg < :llwwwbloomber .com/news/2010-11-10/wall-street­
fQJ!!~£;!§:±.tWl!!2!l:fLQm::t"!;'(.Q;a~~En~:§§..3Y~~2§!;llifir! I> states that "For more than a decade, banks 
and insurance companies convinced governme1rts and nonprofits (e.g., Bay Area Toll Authority in 
Oakland, CA, Cornell University in Ithaca, NY) tI1at financial engineering would lower interest rates on 
bonds sold for public projects such as roads, briqges 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 ranked as a significant systemic financial InstitutIon. 

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

WHEREAS. the International Monetary Fund rep~rted that advanced economies pledged $10 trillion in 
financial sector support - equivalent to 30% of 200fj World GOP; 

BE IT RESOLVED that the Board of Directors rdport to shareholde~s (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 nd confidence in the financial system and in the 
corporations and institutions that operate in the fi cial services sector will not be accomplished alone 
by the Dodd-Frank financial reform legislation, h was signed into law in July 2010, unless it is 
accompanied by greater transparency and acco 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 e to protect the institution, its clients and customers 
and financial system as a whole through counter exposure. This has included discussions about the 
suitability of innovative tools and mechanisms d boutique services that are offered in business 
operations between lenders, borrowers, dealers, derwriters and investors in both individual institutions 
and across the industry. Continuous monitoring, t$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. ' 



Thp Norllll'fu Trust ('ompllIlY 
50 Sl>llih La Salk Srn:d 
Chicago. iilillOis 6060.1 
(3 ! 21 ().1{I"{)lJOO 

~ Northern Trust
 

October 27,2010 

To Whom It May Concern: 

This letter wiII verify that the Sisters of S~. Francis of Philadelphia hold at least $2,000 
! 

worth of lP Morgan Chase & Company. lfhese shares have been held for more than one 
year and will be held at the time of your npxt annual meeting. 

! 
The Northern Trust Company serves as cqstodian for the Sisters of St. Francis of 
Philadelphia. The above mentioned shar~ are registered in a nominee name of the 
Northern Trust. ; 

This letter will further verify that Sistet Nora M. Nash and/or Thomas McCaney are 
representatives of the Sisters of St. Fran~is of Philadelphia and are authorized to act in 
their behalf. 

Sincerely, 



EXHIBIT B
 

Disclosure Excerpts regarding Risk Management/ronl 
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Management's discussion and analysis

RISK MANAGEMENT

Risk is an inherent part of JPMorgan Chase's business activities and
the Firm's overall risk tolerance is established In the context of the
Firm's earnings power, capital, and diversiiied business model. The
Firm's risk management framework and governance structure are
intended to provide comprehensive controls and ongoing manage­
ment of the major risks inherent in its business activities. It is also
intended to create aculture of risk awareness and personal responsi­
bility throughout the Firm. The Firm's ability to properly identify,
measure, monitor and report risk is critical to both its soundness and
profitability.

• Risk identification: The Firm's exposure to risk through its daily
business dealings, induding lending, trading and capital markets
activities, is identified and aggregated through the Firm's risk
management infrastructure. In addition, individuals who manage
risk positions, particularly those that are complex, are responsible
for identifying and estimating potential losses that could arise from
spedfic 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 avariety of
methodologies, induding calculating probable loss, unexpected
loss and value-at-risk, and by conducting stress tests and making
comparisons to external benchmarks, Measurement models and
related assumptions are routinely reviewed with the goal of en­
suring that the Firm's risk estimates are reasonable and reflect
underlying positions.

• Risk monitoring/control: The Firm's risk management policies
and procedures incorporate risk mitigalion strategies and include
approval limits by customer, product, industry, country and busi­
ness, These limits are monitored on adaily, weekly and monthly
basis, as appropriate.

• Risk reporting: Executed on both a line of business and acon·
solidated basis. This information is reported to management on
adaily, weekly and monthly basis, as appropriate. There are
eight major risk types identified in the business activities of the
Firm: liqUidity risk, credit risk, market risk, interest rate risk, pri­
vate eqUity risk, operational risk, legal and fiduciary risk, and
reputation risk.
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Risk governance
The Firm's risk governance structure starts with each line of business
being responsible for managing its own risks. Each line of business
works closely with Risk Management through its own risk committee
and its own chief risk officer to manage its risk. Each line of business
risk committee 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.

Overlaying the line of business risk management are four corporate
functions with risk management-related responsibilities, including
the Chief Investment Office. Corporate Treasury, Legal and Compli­
ance and Risk Management.

Risk Management is headed by the Firm's Chief Risk Olficer, who is
a member of the Firm's Operating Committee and who reports to
the Chief Executive Officer and the Board of Directors, primarily
through the Board's Risk Policy Committee. Risk Management is
responsible for prOViding an independent firmwide function of risk
management and controls. Within the Firm's Risk Management
function are units responsible for credit risk, market risk, operational
risk and private equity risk, as well as risk reporting, risk policy and
risk technology and operations. Risk technology and operations is
responsible for building the information technology infrastructure
used to monitor and manage risk.

The Chief Investment Office and Corporate Treasury are responsi­
ble for measuring, monitoring, reporting and managing the Firm's
liquidrry, interest rate and foreign exchange risk.

Legal and Compliance has oversight for legal and fiduciary risk.

In addition to the risk committees of the lines of business and the
above·referenced risk management functions, the Firm also has an
Investment Committee, an Asset-Liability Committee and three
other risk-related committees - the Risk Working Group, the Global
Counterparty Committee and the Markets Comminee. All of these
committees are accountable to the Operating Committee which is
involved in setting the Firm's overall risk appetite, The membership
of these committees are composed of senior management of the
Firm, induding representatives of lines of business, Risk Manage­
ment, Finance and other senior executives. The committees meet
frequently to discuss abroad range of topics including, for example,
current market conditions and other external events, risk exposures,
and risk concentrations to ensure that the impact of risk factors afe
considered broadly across the Firm's busmesses.
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I Operating Committee I
I

I I I I
Asset-liability II Inve~tment I Risk Working III Markets Iii Global CO'Jnterparty

Committee tALCO) Committee Group (RWG) Comrr~rtee Committee

I I I I I I

Investment RFS Card Commercial
TSS

Asset ClO
- Bank Risk Risk Services Banking Risk Management Risk -

Committee Committee Risk Risk
Committee Risk Committee

Committee Committee Committee

Corporate Treasury and Chief Investment Office (Uquidity, Interest Rate and Foreign Exchange Risk)

Risk Management (Market Credit, Operational and Private Equity Risk)

Legal and Compliance (Legal and Fldudary 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 "transfer" interest rate and foreign ex­
change riSK to Corporate Treasury in the CorporatefPrivate 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, monitor and discuss significant risk matters,
which may include credit, market and operational risk issues;
market moving events; large transactions; hedging strategies;
reputation risk; conflicts of interest; and other issues.

JPMo'9an (hale &(0.12009 ~J1nual Report

The Global Counterparry 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 trad1ng activities.
The Committee meets quarterly to review total exposures with
these counterparties, with particular focus on counterparty trading
exposures, and to direct changes in exposure levels as needed.

The Board of Directors exercises its oversight of risk management,
prindpally through the Board's Risk Policy Committee and Audit
Committee. The Risk Policy Committee oversees senior manage­
ment risk-related responSibilities, induding 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 relied upon to provide reasonable assur·
ance of compliance with the Firm's operational risk management
processes.
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Management's discussion and analysis

LIQUIDITY RISK MANAGEMENT

The ability to maintain asufficient level of liquidity is crucial to finan­
cial services companies, particularly their ability to maintain appropri­
ate levels of liquidity during periods of adverse conditions. JPMorgan
Chase's primary sources of liquidity include adiversified deposit base
and access to the long-term debt (induding trust preferred capital debt
securities) and equity capital markets. The Firm's funding strategy is
intended to ensure liquidity and diversity of funding sources to meet
actual and contingent liabilities during both normal and stress peri·
ods. Consistent with this strategy, JPMorgan Chase maintains large
pools of highly liquid unencumbered assets and significant SOUrCes of
secured funding, and monitors its capacity in the wholesale funding
markets across various geographic regions and in various currencies.
The Firm also maintains access to secured funding capacity through
overnight borrowings from various central banks. Throughout the
recent financial crisis, the Firm successfully raised both secured and
unsecured funding.

Governance
The Firm's governance process is designed to ensure that its liquid·
ity position remains strong. The Asset·Liability Committee reviews
and approves the Firm's liquidity policy and contingency funding
plan. Corporate Treasury formulates and is responsible for execut·
ing the Firm's liquidity policy and contingency funding plan as well
as measuring, monitoring, reporting and managing the Firm's
liquidity risk profile, JPMorgan Chase uses acentralized approach for
liquidity risk management to maximize liquidity access, minimize
funding costs and permit identification and coordination of global
liquidity risk. This approach involves frequent communication 'f,1th the
business 5€gments, disciplined management of liquidity at the parent
holding company, comprehensive market-based pricing of all
assets and liabilities, continuous balance sheet management,
frequent stress testing of liquidity sources, and frequent reporting
to and communication with senior management and the Board of
Directors regarding the Firm's liquidity pOSition.

liquidity monitoring
The Firm monitors liqUidity trends, tracks historical and prospec­
tive on- and off-balance sheet liquidity obligations, identifies
and measures intl:rnal and external liqUidity warning signals to
permit early detection of liquidity issues, and manages contin­
gency planning (induding identification and testing of various
company-specific and market-driven stress scenarios). Various
tools, which together contribute to an overall firmwide liqUidity
perspective, are used to monitor and manage liquidity, Among
others, these include: (i) analysis of the timing of liquidity sources
versus liqUidity uses (Le., funding gaps) over periods ranging from
overnight to one year; (ii) management of debt and capital issu­
ances to ensure that the illiquid portion of the balance sheet can
be funded by equity, long-term debt (induding trust preferred
capital debt securities) and deposits the Firrn believes to be
stable; and (iii) assessment of the Firm's capacity to raise incre­
mental unsecured and secured funding,
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Liquidity of the parent holding company and its nonbank subsidi·
aries is monitored independently as well as in conjunction with
the liquidity oi the Firm's bank subsidiaries, At the parent holding
company level. long-term funding is managed to ensure that the
parent holding company has, at a minimum, sufficient liquidity to
cover its obligations and those of its nonbank subsidiaries within
the next 12 months. For bank subsidiaries, the focus of liquidity
risk management is on maintenance of unsecured and secured
funding capacity sufficient to meet on- and off-balance sheet
obligations,

A component of liquidity management is the Firm's contingency
funding plan, The goal of the plan is to ensure appropriate liqUid·
ity during norrnal and stress periods. The plan considers various
temporary and long-term stress scenarios where access to whole­
sale unsecured funding is severely limited or nonexistent, taking
into account both on- and off-balance sheet exposures, and
separately evaluates access to funding sources by the parent
holding company and the Firm's bank subsidiaries.

Recent events
The extraordinary levels of volatility exhibited in global markets
during the second half of 2008 began to subside in 2009. Market
participants were able to regain access to the debt, equity and
consumer loan securitization markets as spreads tightened and
liquidity returned to the markets,

The Firm believes its liquidity position is strong, based on its liqUidity
metrics as of December 31, 2009. The Firm believes that its unse­
cured and secured funding capacity is sufficient to meet its on- and
off-balance sheet obligations, JPMorgan Chase's long·dated funding,
including core liabilities, exceeded illiqUid assets,

On March 30, 2009, the Federal Reserve announced that, effec­
tive April 27, 2009, it would reduce the amount it lent against
certain loans pledged as collateral to the Federal Reserve Banks
for discount window or payment-system risk purposes, in order to
reflect recent trends in the values of those types of collateral. On
October 19, 2009, the Federal Reserve further reduced the
amount it lent against such collateral. These changes by the
Federal Reserve did not have amaterial impact on the firm's
aggregate funding capacity.

The Firm participated in the FDICs Temporary Liquidity Guarantee
Program (the "TLG Program"), which was implemented in late
2008 as a temporary measure to help restore confidence in the
financial system. This 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 unlimited insurance on certain noninter­
est-bearing transaction accounts. The expiration date of the TAG
Program was extended by six months, from December 31,2009,
to June 30, 2010, to prOVide continued support to those institu­
lions most affected by the recent financial 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 aresult of the Firm's decision 
to opt out of the program, aher December 31, 2009, funds held 
in nonlnterest-bearing transaction accounts will no longer be 
guaranteed in full, but will be insured up to $250,000 under the 
FDIC's general deposit rules. The insurance amount of $250,000 
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 H and certain other retirement accounts, which) 

wit! remain at $250,000 per depositor. 

Funding 
Sources of funds 
The deposits held by the RFS, CS, TSS and AM lines of business are 
generally stable sources of funding for JPMorgan Chase Bank, NA 
As of December 31, 2009, total deposits for the Firm were $938.4 
billion, compared with $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, C8, TSS and 
AM. These franchise-generated liability balances indude 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), asignificant 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 resutts 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 include avariety 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 include 
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 Firm 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 aprimary 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 avariety of geographic locations enhances financial 
flexibility and limits dependence on anyone source. 
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During 2009 and 2008, the Firm issued $19.7 billion and $20.8 
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 $16.1 billion, includ­
ing S11.0 billion of senior notes and $2.5 billion of trust preferred 
capital debt securities, In 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 $23.6 billion, including $12.2 billion of senior 
notes and $1.8 billion of uust preferred capital debt securities in the 
U.S. market and $9.6 billion of senior notes in non-US. markets. 
Issuing non-FDIC guaranteed debt in the capital markets in 2009 
was aprerequisite to redeeming the $25.0 billion of Series KPre­
ferred Stock. In addition, during 2009 and 2008, JPMorgan Chase 
issued S15.5 billion and $28.0 billion, respectively, of 18 stPJctured 
notes that are induded within long-term de.bt During 2009 and 
2008, $55.7 billion and $62.7 billion, respectively, of long-term 
debt (including trust preferred capital debt securities) matured or 
was redeemed, including $27.2 billion and $35.8 billion, 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 $21.4 billion, respectively, of 
credit card loans. 

Replacement 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 RCCs 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 
certain qualifying securities. Currently, the Firm's covered debt is its 
5.875% Junior Subordinated Deferrable Interest Debentures, Series 
0, 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 filings 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 $689 million, S13.2 billion and 
$268 million, respectively. The following discussion highlights the 
major activities and transactions that affected lPMorgan Chase's 
cash flows during 2009, 2008 and 2007. 

Cash flows 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 significantly in the normal 
course of business due to the amount and timing of cash Hows, 
which are affected by dient-driven activities, market conditions 
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Management's discussion and analysis 

and trading strategies. Management believes cash flows from 
opeJations, 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 $121.9 billion and $211 billion, 
respective~, while for the year ended December 31, 2007, net cash 
used in operating activities was S11 0.6 billion. In 2009, the net 
decline 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 amore active capital markets environment, 
largely from client-driven market·making activities. Also during 
2007, cash used to originate or purchase loans held-far-sale was 
higher than proceeds from sales, securitizations and paydowns of 
such loans, although these activities were affected by asignificant 
deterioration in liquidity in the second half of 2007. 

(ash flows from investing aaivities 
The Firm's investing activities predominant~ include originating 
loans to be held for investment, the AFS securities portfolio and 
other short-term interl'!st-earning assets. For the year ended 
December 31, 2009, net cash of $29.4 billion was provided by 
investing activities, primarily from: adecrease 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; anet 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 facililY 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 fundir.g position. 

For the year ended December 31,2008, net cash of $283.7 
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 Federal Reserve (which 
became an investing activity in 2008, reflecting a policy change of 
the Federal Reserve to pay interest to depository institutions on 

reserve balances); net 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 528.85 billion. 

For the year ended December 3U007, net cash of $74.2 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 portfolios in IB, CB and AM, mainly as aresult of business 
g,owth; anet 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 affected by management's decision in the third quarter to 
retain (rather than sell) new subprime mortgages}; growth in prime 
mortgage loans originated by RFS and AM that were not eligible to 
be sold to US. government agencies or U.S. govemment-sponsored 
enterprises; and increases in securities purchased under resale 
agreements as a result of ahigher level of cash that was available 
for short-term investment opportunities in connection 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. 

(ash flows from linandng activities 
The Firm's finandng activities primarily reflect cash flows relaled 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 
$152.2 billion; this reflected adecline 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 latter part of 2008; adecline in other borrOWings, due to the 
absence of borrowings from the Federal Reserve under the Term 
Auction Faality 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 ofthe $25.0 billion prindpal amount of 
Series KPreferred 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 trust pre­
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parent holding company and to build liquidity. Cash was also
used to pay dividends on common and preferred stock. The Firm
did not repurchase any shares of its common stock during 2008.

Critical factors in maintaining high credit ratings include a stable
and diverse earnings stream, strong capital ratios, strong credit
quality and risk management controls, diverse funding sources,
and disciplined liqUidity monitoring procedures.

In 2007, net cash provided by financing aaivities was $184.1
billion due to a net increase in wholesale deposits from growth in
business volumes, in particular, interest-bearing deposits at TSS,
AM and CB; net issuances a/long-term debt (including trust
pre/erred capital debt securities) primarily to fund certain illiquid
assets held by the parent holding company and build liquidity,
and by IB from client-driven stluaured notes transactions; and
growth in commercial paper issuances and other borrowed funds
due to growth in the volume of liability balances in sweep ac­
counts in TSS and C8, and to fund trading positions 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 influenced by oedit rat­
ings. Reduaions in these ratings could have an adverse effect on
the Firm's access to liquidity sources, increase the cost of funds,
trigger additional collateral or funding requirements and decrease
the number of investors and counterparties willing to lend to the
Firm. Additionally, the Firm's funding requirements for VIEs and
other third-party commitments may be adversely affeaed. For
additional information on the impaa of a credit ratings 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
(HMTM"), and Note 5on page 111 and pages 17S-183, respec­
tively, of this Annual Report.

ferred capital debt securities, as issuances of FDIC-guaranteed debt
and non-FDIC guaranteed debt in both the U.S. and European
markets were more than 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 $5.8 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 $247.8
billion due to: growth in wholesale deposits, in particular, inter­
est- and noninterest-bearing deposits in TSS (driven by both new
and existing clients, and due to the deposit inflows related to the
heightened volatility and credit concerns affecting the global
markets that began in the third quarter of 2008), as well as
increases in AM and CB (due to organic growth); proceeds of
$25.0 bi!lion from the issuance of preferred Slack and the War­
rant to the U.S. Treasury under the Capital Purchase Program;
additional issuances of common stock and preferred stock used
for general corporate purposes; an increase in other borrowings
due to nonrecourse secured advances under the Federal Reserve
Bank of Boston AMl Facility to fund the purchase of asset-backed
commercial paper from money market mutual funds; increases in
federal funds purchased and securities loaned or sold under
repurchase agreements in connection With higher client demand
for liquidity and to finance growth in the Firm's AFS securities
portfolio; and anet increase in long-term debt due to acombina­
tion of non-FDIC guaranteed debt and trust preferred capital debt
securities issued prior to December 4, 2008, and the issuance of
$20.8 billion of FDIC-guaranteed long-term debt issued during
the fourth quarter of 2008. The fourth·quarter FDIC-guaranteed
debt issuance was offset partially by maturities of non-FDIC
guaranteed long-term debt during the same period. The increase
in long-term debt (induding trust pre/erred capital debt securities)
was used primarily to fund certain illiquid assets held by the

The credit ratings of the parent holding company and each of the Firm's significant banking subsidiaries as of January 15, 2010, were as follows.

IPMorgan Chase & Co.
JPMorgan Chase Bank, NA
Cha~ Bank USA, NA

Moody's
1'.,
P-]
P-I

Short-term debt
S&P
A-I
A-I+
A·l+

fitch
fl+
Fl+
fl+

Senior long-term debt
Moody's S&P Fitch

Aa3 A+ AA·
Aa! AA· M-
Aa! AA- M-

Ratings actions affecting the firm
On March 4,2009, Moody's revised the outlook on the Firm to
negative from stable. This aaion was the result of Moody's view
that the Firm's ability to generate capital 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 amate­
rial impact on the cost or availability of the Firm's funding. At
December 31. 2009, Moody's outlook remained negative.

Ratings from S&P and Fitch on lPMorgan Chase and its principal
bank subsidiaries remained unchanged at December 31, 2009,
from December 31,2008. At December 31. 2009, S&P's outlook
remained negatiVE!, while Fitch's outlook remained stable.

FollOWing the Rrm's earnings release on January 15, 2010, S&P
and Moody's announced that their riltings on the Firm remained
unchanged,

If the Firm's senior long-term debt ratings were downgraded by one
additional notch, the Firm believes the incremental cost of funds or
loss of funding would be manageable, within the context of current
market conditions and the Firm's liquidity resources. lPMorgan
Chase's unsecured debt does not contain requirements that would
calf for an acceleration of payments, maturities or changes in the
structure of the existing debt, proVide any limitations on future
borrowings or require additional collateral, based on unfavorable
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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 amaterial impact on 
the cost or availability 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 A1, 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
menrs 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 seclIritization 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, induding 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 \ 2, 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 
ratings of all asset-backed credit card securities of the Chase Issu­

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 Of affirmed by the credit 
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
eralion 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 aod 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 
amaterial impact on the Firm's liquidity and ability to access the 
asset-backed securitization 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 effective January I, 2010. For a further 
discussion of the new FASB gUidance. see' Accounting and repon­
ing developments" and Note 16 on pages 140-142 and 214-222, 
respectively, of this Annual Report. 
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CREDIT RISK MANAGEMENT

Credit risk is the risk of loss from obligor or counterparty default.
The Firm provides credit (for example, through loans, lending­
related commitments, gua rantees and derivatives) to avariety of
customers, from large corporate and institutional clients to the
individual consumer. For the wholesale business, credit risk man­
agement indudes the distribution of the Firm's syndicated loan
originations into the marketplace with exposure held in the re­
tained portfolio averaging less than 10%. Wholesale loans gener­
ated by CB and AM are generally retained on the balance sheet.
With regard to the consumer credit market, the Firm focuses on
creating a portfolio that is diversified from both aproduct and a
geographic perspective. loss mitigation strategies are being em­
ployed for all home lending portfolios. These strategies include rate
reductions, forbearance and other actions intended to minimize
economic loss and avoid foreclosure. In the mortgage business,
originated loans are either retained in the mortgage portfolio or
securitized and sold to U.S. government agencies and U.S. govern­
ment-sponsored enterprises.

Credit risk organization
Credit risk management is overseen by the Chief Risk Officer and
implemented within the lines of business. The Firm's credit risk
management governance consists of the following functions:

• establishing a comprehensive credit risk policy framework
• monitoring and managing credit risk across all portfolio

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

the approval of all credit exposure
• managing criticized exposures and delinquent loans
• calculating the allowance for credit losses and ensuring appro­

priate credit risk-based capital management

Risk identification
The Firm is exposed to credit risk through lending and capital
markets activities. (redit risk management works in partnership
with the business segments in identifying and aggregating expo­
sures across all lines of business.

Risk measurement
To measure credit risk, the Firm employs several methodologies for
estimating the likelihood of obligor or counterparty defaUlt Meth­
odologies for measuring credit risk vary depending on several
factors, induding type of asset (e.g., consumer installment versus
wholesale loan), risk measurement parameters (e.g.• delinquency
status and credit bureau score versus wholesale risk-rating) and risk
management and collection processes (e.g., retail collection center
versus centrally managed workout groups). Credit risk measure­
ment is based on the amount of exposure should the obligor or the
counterparty default, the probability of default and the loss severity
given adefault event. Based on these factors and related market­
based inputs, the Firm estimates both probable and unexpected
losses for the wholesale 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 aresult of obligor or coun­
terparty default. However, probable losses are not the sole indica­
tors of risk. 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
allocation of credit risk capital, represent the potential volatility of
actual losses relative to the probable level of losses. Risk measure­
ment for the wholesale portfolio is assessed primarily on arisk­
rated basis; for the consumer portfolio, it is assessed primarily on a
credit-scored basis.

Risk-ratedexposure
For portfolios that are risk-rated (generally held in IB, CB, TSS and
AM), probable and unexpected 1055 calculations are based on esti­
mates of probability of default and loss given default. Probability of
default is the expected default calculated on an obligor basis. loss
given default is an estimate of losses given adefautt event and takes
into consideration collateral and structural support for each credit
facility. Calculations and assumptions are based on management
information systems and methodologies which are under continual
review. Risk ratings are assigned to differentiate risk within the
portfolio and are reviewed on an ongoing basis by Credit Risk Man­
agement and revised, if needed, to reflect the borrowers' current
financial position, risk profiles and the related collateral and structural
positions.

(redit-scored exposure
For credit-scored portfolios (generally held in RFS and C5), probable
loss is based on astatistical 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 establish underwriting standards. In addition,
common measures of credit quality derived from historical 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 policies. These analyses are
applied to the Firm's current portfolios in order to estimate delin­
quencies and severity of losses, which determine the amount of
probable losses. These factors and analyses are updated at least on a
quarterly basis or more frequently as market conditions dictate.

Risk monitoring
The Firm has developed policies and practices that are designed to
preserve the independence and integrity of the approval and deci·
sion-making process of extending credit, and to ensure credit risks
are assessed accurately, approved properly, monitored regularly
and managed actively at both the transaction and portfolio levels.
The policy framework establishes credit approval authorities, con­
centration limits, risk-rating methodologies, portfolio review pa­
rameters and gUidelines for management of distressed exposure.
Wholesale credit risk is monitored regularly on both an aggregate
portfolio level and on an individual customer basis. Management of
the Firm's wholesale exposure is accomplished through a number
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of means including loan syndication and participations, loan sales, 
securitizations, credit derivatives, use of master netting 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 
fisk profile changes are reported regUlarly to senior credit risk 
management. Detailed portfolio reporting of industry, customer, 
product and geographic concentrations occurs monthly, and the 
appropriateness of the allowance for credit losses is reviewed by 
senior management at least on aquarterly 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. rne pace of deterioration also gave rise to ahigh level of 
uncertainty regarding the ultimate extent of the downturn. The Firm's 
credit portfolio was affected by these market conditions and experi­
enced continued deteriorating credit quality, especially in the first part 
of the year, generally consistent with the market. 

For the wholesale portfolio, criticized assets, nonperforming assets 
and charge-cffs Increased significantly from 2008, reflecting contin­
ued weakness in the portfolio, particularly in commerdal real es­
tate. In the latter 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 asignifteant 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, induding participation in the U.S. Treas­
ury Making Home Affordable (. MHA·) programs, which are designed 
to assist eligible homeowners in anumber of ways. one of which is by 
modifying the terms of their mortgages. The MHA programs and the 
Firm's other loss-mitigation programs lor financially troubled borrow­
ers generally represent various concessions, such as term extensions, 
rate reductions and deferral of prindpal 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. 

More 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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CREDIT PORTFOLIO

While overall portfolio exposure declined. the Firm provided more
than $600 billion in new loans and lines of credit to consumer and
wholesale dients in 2009. induding individuals, small businesses,
large corporations, not-for-profit organizations. U.S. states and
municipalities, and other financial institutions.

The following table presents lPMorgan Chase's credit portfolio as
of December 31,2009 and 2008. Total credit exposure at Decem­
ber 31,2009, decreased by S322.6 billion from December 31,
2008, reflecting decreases of $170.5 billion in the wholesale port­
folio and S152.1 billion in the consumer portfolio. During 2009,
lending-related commitments decreased by S130.3 bilfion, man­
aged loans decreased by S112.4 billion and derivative receivables
decreased by $82.4 biflion.

In the table below, reported loans Include loans retained; loans held-for-sale (which are carried at the lower of cost or fair value, with changes in
value recorded in noninteresl revenue); and loans accounted for at fair value. Loans retained are presented net of unearned income, unamortized
discounts and premiums, and net deferred loan costs; for additional information, see Note 13 on pages 200-204 of this Annual Report. Nonper.
forming assets include nonaccrualloans and assets acquired in satisfaction of debt (primarily real estate owned). Nonaccrualloans are those for
which the accrual of interest has been suspended In accordance with the Firm's accounting policies, which are described in Note 13 on pages
200-204 of this Annual Report. Average retained loan balances are used for the net charge-off rate calculations.

Total credit portfolio

As of or for the year ended
December 31,
(in millions, except ratios)

Credit expo5lJre
2009 2008

Nonperforming
assets(c)(d)

2009 2008

90 days or more past due
and still acouing(d)
2009 2008 2009 2008

Average annual
net charge-off rare(e)(f)
2009 2008

Total credit pomolio
loans retained
loans held-for-sale
Loans at fair value
Loans - reported
Loans -secootized(a)

Total managed loans
Derivative receivables
Receivables from customers
!nterests in pur&.ased

receivables

$ 627,218
4,876
1,364

633.458
84,626

718,084
80,210
15,745

2,927

728,915
8,287
7,696

744.898
85,571

830,469
162,626

16,141

S 17,219
234
111

17.564

17.564
529

$ 8,921
12
20

8,m

8,953
1,079

S 4.355

4,355
2.385
6,740

$ 3,275

3,275
1,802
5.077

S 22.965

22.965
6,443

29.408
NA
NA

9,835

9,835
3,612

13,447
NA
NA

3.42%

3.42
7.55
3.88

riA
NA

1.73%

1.73
4.53
2.08

NA
NA

Total managed
credit-related assets

Lending-related
commitments

816.966

991,095

1,009,236

1,121,378

18,093

NA

10,032

NA

6,740

NA

5.077

NA

29,408

NA

13,447

NA

3.88

NA

2.08

NA
Assets acquired in

loan satisfactions
Real estaro owned
Other

NA
NA

NA
NA

1,548
100

2,533
149

NA
NA

NA
NA

NA
NA

filA
NA

NA
NA

NA
NA

NA

NA

NA

2.08%

NA

NA

NA
3.88%

NA

NA

$ 13,447
NA

NA

$ 29.408

NA

'IS,on
NA

NA

S 6.740
2,682

$12,714

(139)

1,648
S 19,741

(91,451) S

NA NA
$1.808,061 $ 2,130.614

S (48.376) $

Total credit pomolio
Net credit derivative

nedges notional(b)
liqUid securities collateral

neld against deri';awes (IS.519) 09,81G) NA NA NA NA NA NA

Total assets acquired
in loan satisfactions

(a) Represents securitized {fedit card receivables. For further diSCUSSion of credit card securitizations, see Note 15 on pages 206-213 of this Annual Reporr.
(bl Represents the net nmional amount of protection ptirchased and soid of single-name and portfoHo credit derivauVes used to manage both performing and nonperfOlmlng

credit expaSlJles; these derivatives do no, qualify lor hedge accounting undE!! U.S. GAAP. for additional information, see Credit derivatives on pages 111-112 and NOle 5 on
pages 175-183 of this Annual Report.

(e) AI December 31. 2009 and 2()ll. nonpertormir.g loans and assetS exduded: (1) rmtgage loans Insured by U.S. govffi1It1ent ilgeneit's of $9.0 billion and $3.0 bil\ion, respectively; (2) real
estate owned insured by US, government agef!des of $579 milton and $364 million. respectively; and (3) 5iOOent loam; thar are 90 days paS!~ and still accruing, whi&. are inSUfed by
US. govemrr.en, ager.oes Ul1der the Federal famhyEducation Loan Program of $542 million and $437 million. respecr.ively. These amounts are exduded, as reimbursemelll is proceeding
normaily.ln addition, the firm's fXllkY is generally to exempt cred! <ard loans !rom being placed on nonaccrualstatus as permitted by regulatory guidance. Undef guiOOnce lSsued by the
federal FinandallnstlMions Examination Coundl, credit card loans all' dlafged off by the end of the month In .....tJch the?G:OlJIl! beoomes 180 days past due or within 60 days from receiv­
ing notitkanon aboot a~fied event (e.g., bankruptcy 01 the bon'ClWeI), whidlever is earlier,

(d) Excludes purchased aedlhmpaired loans that were acquired as part of the Washifl9lon MutuallranSaction, which are accounted for on apool basis. Since ea&. pool is
accounted for as a single asset with a single composite iOlerest rate and an aggregate expectation of cash flows. the past due status 01 the pools, Of t~",t 01 individual loans
within the pools, is not meaningful. Because the Firm Is recognizing inreles! income on ea&. pool of loans, they are all considered to be performing.

(e) Net charge-off ratios were calrulared using: (1) average rMained loans at $672.3 !lilfion and $567.0 billion for the yea!> ended December 31, 2009 and 2008, respecti....ely;
(2) average securitized loans of $B5.4 billion and $79.6 billion for the years ended December 31,2009 and 2008, respeolVely; and (3) average managed loans of S7S1.7 billion and
$646.5 bitlion for the years ended December 31, 2009 and 2008, respectively.

(Q Firmwide net d1arge-off ratios were calculated induding average purchased credit-impaired loans of $85.4 billion and $22.3 billion at December 31, 2009 and 2008, respec­
til/ely. Excluding the impaa of purchased credit· impaired joans, the toral Firm's managed net charge-off rate would have been 4.37% and 2.15% respectively.

JPMorgan Chase" (0)2009 Annual Report 103



Management's discussion and analysis

WHOLESALE CREDIT PORTFOLIO

As of December 31, 2009, wholesale exposure (IB, CB, TSS and AM)
decreased by S170.5 billion from December 31, 20OS. The $170.5
billion decrease was primarily driven by decreases of S82.4 billion of
derivative receivables, $57.9 billion of loans and S32.7 billion of
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 lov~er customer demand continued to affect the level
of lending activity.

$332 $ 163

90 days past due
and >till accruing

2009 2008
As of or for the year ended December 31, Credit exposure
(in millions) 2009 2008
loans retained S 200,077 $ 248,089
Loans held-far-sale 2,734 6,259
Loans at fair value 1,364 7,696
loans - reported S204,175 $ 262,044
Derivative recel~ables 80,210 162,626
Receivables from customers 15.145 16,141
Interests in purchased receivables 2,927

Nonperforming loansib)
2009 2008

S6,559 $ 2,350
234 12
111 20

$ 6,904 $ 2,382
529 1,079

$ 332 $ 163

Total wholesale crediHelated assets 303,057 440,811 7,433 3,461 332 163
Lending-related commitments 347,155 379,871 NA NA NA NA
Total wholesale credit exposure S 650,212 $ 820,682 S 7,433 S3,461 $ 332 $ 163

Net credit derivative hedges notional(a) $ (48.376) S (91,451) S (139) $ NA NA
liquid securities collateral held against derivatives (15.519) (19,816) NA NA NA NA

(a) Represents ,he net ootional amount of protection purchased and \Old of single-name and portfolio credit derivatives used to manage lxlth perfOtm'ng and oonpertOtm-
Ing credit exposures; these derivatives do no, Qualify for hedge accounting under U.S. GAAP. For additlonai information. sel! Credit derl'latives on pages 111-112. and
Note 5 on pages 175-183 of thiS Annual Report.

(b) ExcJudes assets aCljlllred in loan satisfaCTions. For additional information, sel! the wholesale nonpenormlng assets by nne of oosiness segment table on pages 108-109
of thiS Annual Report.
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The following table presents summaries of the maturity and ratings profiles of the wholesale portfolio as of December 31, 2009 and 2008. The
ratings scale is based on the Firm's internal risk ratings, which generally correspond to the ratings as defined by S&P and Moody's.

Wholesale credit exposure - maturity and ratings profile

Maturity profile(c) Ratings profile
December 31, 2009 Due in 1 Due after 1year Due after Inyestrmnt-grade l"jG oJ NoninyestmeOl·grade Total %
(in billions, except ratios) year or less through 5years 5years Total AANAaa to BBB-IBaa3 BB...IBa1& below Tctal ofiG
Loans 29% 40% 31% 100% S118 S 82 S 200 590/.
Oerivatr/e receivables 12 42 46 100 61 19 80 76
lending·related commitments 41 57 2 100 281 66 347 81
Total excluding loans

held-far-sale and loans
at fair value 34% 50% 16% 100% $460 $ 167 627 73%

Loans held·for·sale and
loans at fair value(a) 4

Receivables from customers 16
Interests in purchased

receivables 3
Total exposure S 650
Net credit derivative hedges

notional{b) 49% 42% 9% 100% S (48) S - $ (48) 100%

December 31. 2008
(in billions, except ratios)
Loans
Derivative receivables
Lending·related commitments

Maturity profile(c)
Due in i Due after I year Due aiter

year or less through 5years 5 years
32% 43% 25%
31 36 33
37 59 4

Total
100%
100
100

Investment-grade (" IG"l
AANAaa to BBB-l8aa3

S 161
127
317

Ratings profile
NoninvestmeOl'grade

BB+IBa1 & below
S 87

36
63

Total
$ 248

163
380

Tolal%
oflG

65%
78
83

Total excluding loans
held-far-sale and loans
at fair value

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

Receivables from customers

34% 50% 16% 100% S605 $ 186 791

14
16

77%

Total exposure S321

90%S (91)$ (9)
Net credit derivative hedges

notional{b) 47% 47% 6% 100% S (B2)
(a) loans held-for-sale and loans at fair value relate primarily to syndicated loans and loans transferred from the ~etained portfolio.
(b) Represents the net notional amoums of protection purchased and sold of single-name and portfolio credit derivatives used 10 manage the credit exposures; these

deriva1PJes do nor qualify for hedge accounting under U.S. GAAP.
(c) The maturity profile of loans and lendinlrrelaled commitments is based on the remaimng contraCtual maturity. The maturity prof;!e of derivative receivables is based on

the malullly profile of average exposure. See Derivative contracts on pages 110-112 of thiS Annual Report for further discussion of average exposure.

Wholesale credit exposure - selected industry exposures
The Firm focuses on the management and diverSification of its indus­
try exposures, with particular attention paid to industries with actual
or potential credit concerns. Customer re<eivables representing
primari~< margin loans to prime and retail brokerage dients of S1S. 7
billion are induded in the table. These margin loans are generally fully
collateralized by cash or high~ liquid securities to satisfy daily mini­
mum collateral requirements. Exposures deemed criticized generally
represent a ratings profile similar to a rating of "CCC+°r Caa1"
and lower, as defined by S&P and Moody's. The total critidzed

component of the portfolio, excluding loans held·for-sale and loans
at fair value, increased to $33.2 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 fourth quarter of 2009, the Firm revised certain industry
dassifications to better reflect risk correlations and enhance the
firm's management of industry risk. Below are summaries of the top
2S industry exposures as of December 31, 2009 and 2008. For
additional informatioo 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
'loaf Net Credit held against

December 31, 2009 'loaf Investment Noninvestment'grade criticized charge-offS/ derivative derivative
(in millions. exce t ral;05) portfolio rade Noncriticized Critjclzed r!folio (recoveries) r~ es{e) receivabies(!)
Top 25 industries a)
Real estate S 68,509 11% 55% S 18.810 S 11,975 36% S 688 S (1.168) S (35)
Bank5 and finance companies 54,053 9 81 8,424 2,053 6 719 (3.718) (8,353)
Iieallhcare 35,605 6 83 5,700 329 1 10 (:1.545) (125)
State and munidpal governments 34,726 5 93 1,850 466 1 (204) (193)
Utilities 27,178 4 81 3,877 1,238 4 182 (3,486) (360)
Consumer products 27,004 4 64 9,105 515 2 35 (3,6l8) (4)
Asset managers 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)
Retaii and consumer services 20,673 3 58 7.867 78:1 :I 35 (3.073)
Holding companies 16.018 3 86 2,107 110 275 (421) (320)
Tecllnology 14,169 2 63 4.004 U88 4 28 (1.730) (130)
Insurance 13.421 2 69 3.601 599 2 7 (2,735) (793)
Machinery and equipment

manufacturing 12,759 2 57 5.122 350 1 12 (1.327) (1)
Metats/mimng 12,547 2 56 4.906 639 2 24 (1,963)
Media 12.379 2 55 3,898 1,692 5 464 (1,606)
Telecom seNlces 11,265 2 69 3.273 251 1 31 (3,455) (62)
Securities Hrms and exchanges 10,832 2 76 2,467 145 (289) (2,139)
Business services 10,667 2 61 3,859 344 1 8 (107)
Building materials/construction 10,448 2 43 4,537 1.399 4 98 (l,14t)
Chemicals/plastics 9,870 2 67 2,626 611 2 22 (1.357)
Transportation 9.749 1 66 2.745 588 2 61 (8l0) (242)
Central government 9,557 1 99 77 (4,8t4) (30)
Automotive 9,357 1 41 4,252 1,240 4 52 (1,541)
Leisure 6,822 1 40 2.274 1,798 5 151 (301)
AgricunureJpaper manufacturing 5,801 1 37 3.132 500 2 10 (897)

All othe~bl 135.791 22 86 15,448 3,205 10 197 (3,383) (621)

Subtotal 5627.442 100% 73% S 133.557 S 33,183 100% S 3,132 S (48.376) S (15,519)
loans held-lor-sale and loans at

fair vaiue 4.098 1,545
Receivables hom (ustomers 15.745
Interesl In purchased receivables(c) 2,927
Total 5650.212 S 133,557 534.728 53,132 S (48,376) S (15.519)
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Collateral
%01 Net Credit he Id against

December 31, 2008 '!foot Investment Noninvestment'grade criticized charge-oful derivative derivative
(in millions, exC!! t ratios) portfolio rade Noncriticized Criticired ortfolio (reCOVPries) he es(e) reteivables(f)
Top 25 Industries a
Real estate S 80,284 10% 70% 17,849 5,961 23% S212 (2.141) (48)
Banks and finance companies 75,577 10 79 12,953 2,849 11 28 (5,O16) (9,457)
llealth<are 38,032 5 83 6,092 436 2 2 (5,338) (199)
State and mUOIcipal governments 36.772 5 94 1,278 847 3 (677) (134)
Utilities 34,246 4 83 5,844 114 3 (9,007) (65)
Consumer produe.ts 29,766 4 65 9.504 792 3 32 (8.114) (54)
Asset managers 49,256 6 85 6.418 819 3 15 (115) (5,303)
OU and gas 24.746 3 75 5,940 231 1 15 (5.627) (7)

Retail and consumer services 23,223 3 54 9,357 1,311 5 (5) (6.120) (55)
Holding companies 14,466 2 70 4,182 116 1 (1) (689) (309)
Tethnology 17.025 2 67 5,391 230 1 (3,922) (3)
Insurance 17.744 2 78 3,138 712 3 (5,016) (846)
Machinery and eQtlipment

manufacrurlng 14,501 2 64 5,095 100 22 (3,743) (6)
Metals/mining 14,980 2 61 5,579 262 1 (7) (3,149) (3)
Media 13, 177 2 61 3,779 1,305 5 26 (3.435)
Telecom services 13,237 2 63 4,368 499 2 (5) (7.073) (92)
Securities firms and l!J((hanges 25,590 3 81 4,744 138 I (151) (898)
Business services 11,247 1 64 3,885 145 1 46 (357)
Building materials/construcrion 12,065 2 49 4.925 1,342 5 22 (2,601)
Chem'cal5lplastics 11,719 1 66 3,357 591 2 5 (2,709)
rransportation 10,253 1 64 3,364 319 1 (1,567)
Centrar government 14,441 2 98 276 (4,548) (35)
Automotive 11.448 1 52 3,681 1,775 l (1) (2,97S) (1)
leisure 8,158 1 42 2,B27 1,928 7 (1) (721)
Agriculture/paper manufacturing 6,920 1 43 3,226 726 3 1 (835)
All olher(bl 181,713 23 86 22,321 2,449 9 (6) (4,805) (2.301)
Subtotal S790,586 100% 71% S159.379 S25.997 100% $ 402 S(91.451) S(19,816)
Loans held·for·sale and loans

at fair value 13,955 2,258
Receivables from customer~ 16,141
InteresT in purdlased reCl!<vab,es(c)
Total S820.682 S 159,379 S28,255 S402 S(91.451) S(19,816)

(a) Rankings are based on exposure al December 31, 2009. The rankings of the Indu5tries presented In the 2008 table are based on the rankiogs of sUch indusuies at year-end
2009, nO! actual rankings In 2008.

(b) For more infprmation on exposures to SPEs included in all om€!, see Note 16 on pages 214-222 of this Annual Report.
(e) Represents undivided interests in pools of receivables and similar type~ of assets due to the c005olidation during 2009 of aile ohlle Firm·administered multi-seller condUits.
(d) Credit exposure is net 01 risk participations and excludes the benefit of credit derivative hedges and coliareral held against derivative receivables or loans.
(e) Represents the net notional amOUll!S of protection pUld1a~ed and sold 01 single-name and porllolio credit derivatives used to manage the credit exposures; these derivatives

do not quailty for hedge accounting.
(f) Represents other liqUid seturitie~ collateral held by the Firm as 01 Oecem~r 31, 2009 and 2008, respectively.

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

• Real estate: Exposure to this industry decreased by 15% or
$11.8 billion 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 under pressure, panicularly in certain
regions. The ratios of nonperforming loans and net charge-offs
to loans have increased from 2008 due to deterioration in the
commercial real estate portfolio, particularly in the latter half
of 2009. The multi-family portfolio, which represents almost
half of the commercial real estate exposure, accounts for the

!PMotgan Chase & (012009 Arlnual Report

smallest proportion of nonperforming loans and net charge­
ofts. The commercial lessors portfolio involves real estate
leased to retail, industrial and office space tenants, while the
commercial construction and development portfolio includes
financing for the construction of office and professional build­
ings and malls. Commercial real estate exposure in CB is pre·
dominantly secured; CB's exposure represents the majority of
the Firm's commercial real estate exposure. IB manages less
than one fifth of the total Firm's commercial real estate expo­
sure; IS's exposure represents primarily unsecured lending to
Real Estate Investment Trust ("REITs H

), lodging, and home­
building clients. The increase in criticized real estate exposure
was largely aresult of downgrades within the overall portfolio
reflecting the continued weakening credit environment.
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1.20%

0.64%
1.53
2.28
2.39

S 199
232
105
152

$6885.05%

3.57%
6.97
6.81
6.44

S 1.109
1,051

313

409
S2.888

Nonperforming % of nonperiorrnlng Net charge-offsl
loans loans to totalloans(bl (recoveries)

December 31. 2009 Credit % of credit Criticized
(in millions. except ratios) exposure pomolia exposure
Commt!rcial real estate subcategories
Multi-family S32.073 47% S 3.986
CommerciallesSllfs 18.512 27 4.017
Commercial COflstrumon and development 6.593 10 1.518
Otherlal 11.331 16 2,454
Total commercial real estate S68.509 100% $ 11.975

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

%of net
charge·offs

to total loans (bl

033%

-%
0.02
0.10
2.23

%olnet
charge-oHs

to total loans (b)

(1)
4
4

205
$ 212U5%

087%
0.43
1.95
3.89

H06

S293
74
82

357

Nonperiorrning % of nonperforming Net charge-offs!
loans !oans to totalloans(b) (recoYenes)

S S,961

$ 1. t91
1,649

706
2,415

Criticized
exposure

%01 credit
portfolio

Credit
exposure

Total commt!rcial real estate S 80,284 100%

(a) Other includes lodging. REITs, single family, homebuilders and other real estate.
(b) Ratios were calculated using end·ot·period retained ,oans of $57.2 hittlon and $64.5 billion for The years ~nded December 3 t, 2009 and 2008, respectively.

December 31. 2008
(in millions. except ratios)
Commt!rcial real estate subcategories
Multi·family S 36.188 45%
Commerdallessors 21,037 26
CommerCial construction and development 6,688 8
Otherla) 16,371 21

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 ofthis Annual Report at December 31,
2009 (exduding loans held-for-sale and loans at fair value) in­
cluded $135.8 billion of credit exposure to seven industIy seg­
ments. Exposures related to SPEs and to Individuals, Private
Education & Civic Organizations were 44% and 47%, respectively,
of this category. SPEs provide secured financing (generally backed
by receivables. loans or bonds) originated by adiverse group of
companies in industries that are not highly correlated. For further
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,

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

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

December 31, 2009

• Banks and finance companies: Exposure to this industry de­
creased by 28% or $21.5 billion from 2008, primarily as aresult
of lower derivative exposure to commercial banks.

• Automotive: Conditions in the U.S. had improved by the end of
2009, largely as aresult of the government supported restructur­
ing of General Motors and Chrysler in the first half of 2009 and the
related effects on automotive suppliers. Exposure 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 the Firm's remaining criticized
exposure in this segment remains performing and is substantially
secured.

Nonperforming

(in millions)

Investment Bank
Commerdal Banking
Treasury & Securities Services
Asset Management
Corporate/Private Equity

Total

Retained

S 45.544
97,108
18.972
37.755

698

$ 200,077

loans
Held·for·sale
and lair value

53,567
324

207

$4.098

Total
S 49.111

97,432
18,972
37,755

905

$ 204,175

Loans

S3.504
2,801

14
580

5
S6.904(a}

Derivatives

S 529{b)

S529

Assets acquired in loan
satisfactions

Real estate
owned Other

$203 5-
187 1

2

S 392 S 1

Nonperforming
assets

S4,236
2,989

14
582

5

S 7.826
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$38 million and $41 million in each period, respectively. These results
include gains or losses on sales of nonperforming loans, if any, as
discussed on page 110 of this Annual Report. 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 securitization activity, see Liquidity Risk Management
and Note 15 on pages 96-100 and 206-213, respectively, of this
Annual Report.

Nonperforming wholesale loans were $6.9 billion at December 31,
2009, an increase of $4.5 blilion from December 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 restructuring were
approximately $1.1 billion.

December 31, 2008
Assets acquired in loan

loans Nonperforming satisfactions
Held-for-sale Real estate Nonperforming

(in millions) Retained and fair value Total loans Derivatives owned Other assets

Investment Banit $ 71,357 S 13,660 S 85,017 S 1,175 S 1,079[b) S247 $- S2,501
Commercial Banking 115,130 295 115,425 1,026 102 14 1,142
Treasury & Securities SerVices 24,508 24,508 30 30
Asset Management 36,188 36,188 147 25 172
Corporate/Private Equity 906 906 4 4

Total $ 248,089 $ 13,955 $ 262,044 $ 2,382(a) $ 1.079 $ 349 S 39 $ 3,849

{a) The Firm he,d al!owance lor loan losses of 52.0 billion and $712 million related to nonperforming retained loans resuiling in allowance coverage ratios 0131 %and
30%. at December 31, 2009 and 2008.. respectively. Wholesale nonperformingloans represent 3.38% and 091 % of total whOlesale loans at December 31. 2009 and
2008, respective Iy.

(b) Nonperlorming derivatives represent !ess than 10% of the total denvdTl\'e recer/ables net 01 cash collateral at both December 31. 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 $200.1 billion at December 31,
2009, compared with $248.1 billion at December 31, 2008. The
$48.0 billion decrease, across most wholesale lines of business,
reflected lower ClJstomer demand, Loans held-far-sale and loans at
fair value relate primari~1 to syndicated loans and loans transferred
from the retained portfolio. Held-for-sale loans and loans carried at
fair value were $4.1 billion and $14.0 billion at December 31, 2009
and 2008, respectively. The decreases in both 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

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

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

December 31, 2009 December 31 2008
Wholesale
(in millions)
U,S.
Non-U.S.
Ending balalKe

lPMOfgilO Chale & (0.12009 Annual Report

Loans
$ 149,085

55,090
S 204,175

Nonpertorming
loans

S 5,844
1,060

$ 6,904

Loans
$ 186,776

75,268
$ 262,044

Nonperforming
loans

$ 2,123
259

$ 2,382
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Management's discussion and analysis

effect to legally enforceable master netting agreements, cash
collateral held by the Firm and CVA. These amounts on the Con­
solidated Balance Sheets represent the cost to the Firm to replace
the contracts at current market rates should the counterparty
default. However, in management's view, the appropriate meas­
ure of current credit risk should also reflect additional liquid
securities held as collateral by the firm of S15.5 billion and $19.8
billion at December 31, 2009 and 2008, respectively, resulting in
total exposure, net of aU collateral, of $64.7 blilion and $142.8
billion at December 31, 2009 and 2008. respectively, The de­
crease of $78.1 billion in derivative receivables MTM, net of the
above mentioned collateral, from December 31, 2008, was pri­
marily related to tightening ctedit spreads, volatile foreign exchange
rates and rising rates on interest rate swaps.

The Firm also holds additional collateral delivered by clients at the
initiation of transactions, as well as collataral related to contracts that
have anon-daily call frequency and collateral that the Firm has
agreed to return but has not yet settled as of the reporting date.
Though this collateral does not reduce the balances noted in the table
above, it is available as security against potential exposure that could
arise should the MTM of the client's derivative transactrons move in
the Firm's favoL As of De<:ember 31, 2009 and 2008, the Firm held
S16.9 billion and $22,2 billion of this additional collateral, respec­
tively. The derivative receivables MTM, net of all collateral, also do
not include other credit enhancements, such as letters of credit.

While useful as acurrent view of credit exposure. the net MTM
value of the derivative receivables does not capture the potential
future variability of that credit exposure. ra capture the potential
future variability of credit exposure, the Firm calculates, on aclient­
by-client basis, three measures of potential derivatives-related
credit loss: Peak, Derivative Risk Equivalent ("DRE"), and Average
exposure r AVG"). These measures all incorporate netting and
collateral benefits, where applicable.

Peak exposure to acounterparty is an extreme measure of exposure
calculated at a97.5% confidence level. ORE exposure is ameasure
that expresses the risk of derivative exposure on abasis intended to
be equivalent to the risk of loan exposures. The measurement is done
by equating the unexpected loss in a derivative counterpal't'l exposure
(which takes into consideration both the loss volatility and the credit
rating of the counterparry) WITh the unexpected loss in a loan expo­
sure (which takes into consideration only the credit rating of the
counterparry). DRE is a less extreme measure of potential credit loss
than Peak and is the primary measure used by the Firm for credit
approval of derivative transactions.

Finally, AVG is a measure of the expe<:ted MTM value of the Firm's
derivative receivables at future time perloos, including the benefit
of collateral. AVG exposure over the total life of the derivative
contract is used as the primary metric for pricing purposes and is
used to calculate credit capital and the CVA, as further described
below. AVG exposure was $49.0 billion and $83.7 billion at De­
cember 31, 2009 and 2008, respective!y, compared with derivative
receivables MTM, net of all collateral, of $64 7 billion and $142.8
billion at December 31,2009 and 2008, respectively.

The MTM value of the Firm's derivative receivables incorporates an
adiustment, the evA. to reflect the credit quality of counterpardes.

859
521
93
40

2008

1,868
1.513

514
3.381

2008

S 2,382

s

$ 219,612
402
0.18%

2009

4,522
9,069

4,964
2,974

341
790

S 6,904

$ 2,382
13,591

2009

$ 223,047
3,132
1.40%

Net additions
Total reductlons

Reductions:
Paydowns and other
Gross charge-offs
Returned to performing
Sales

Ending balance

Loans - reported
Average loans retained
Net charge-oils
Average annual net charge-o!! rate

Beginning balance
Additions

The follOWing table presents net charge-off;, which are defined as
gross charge-ofts less recoveries, for the years ended December 31,
2009 and 2008. The amounts in the table below do not include
gains from sales of nonperforming loans.

Net charge-offs
Wholesale
Year ended December 31,
(in millions. except ratios)

Derivative contracts
In the normal course of business, the Firm uses derivative Instru­
ments to meet the needs of customers; to generate revenue
through trading activities; to manage exposure to fluctuations in
interest rates, currencies and other markets; and to manage the
Firm's credit exposure. For further discussion of these contracts, see
Note 5 and Note 32 on pages 175-183 and 242-243 of this
Annual Report

The following tables summarize the net derivative receivaoles MTM
for the perioos presented.

Derivative receivables marked to market

December 31 , Derivative receivables MTM
(in millions) 2009 2008
Interest wte(a) S 26,777 49.996
Credit derivatives 18,815 44,695
Foreign exchange(al 21,984 38,820
Equity 6,635 14.285
Commodity 5,999 14,830
Total, net of cash collateral 80,210 162,626
Liquid securities collateral held

against derivative receivables (15,519) (t9,816)
Total, net of all collateral $ 64,691 $ 142,810
(a) In 2009, cross-currency trlterest rate swaps prevIOusly reported in imerest

fale contracts were reclassified to fIlI'eign exchange contracts to be more
consistent with industry praetke. The elfea of this change resulted in a
rl!(lassiiication of $14.1 billion of cfOss·currency inlerest rale swaps to for'
eign exchange contracts as of December 31. 2008.

The amount of derivative receivables reported on the Consoli­
dated Balance Sheets of $80.2 billion and $162.6 billion at
December 31. 2009 and 2008. respectively, are the amount of
the MTM or fair value of the derivative contracts after giving

The following table presents the change in the nooperforming loan
portfolio for the yeaf'5 ended De<:ember 31, 2009 and 2008.

Nonperforming loan activity
Wholesale
Year ended DeceIT'ber 31, (in millions)
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The two measures generally show declining exposure after the first
year, if no new trades were added to the portfolio.

Exposure profile of derivatives measures
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The CVA is based on the Firm's AVG to acounterparty and the
counterparty's credit spread in the credit derivatives market. The
primary components of changes in CVA are credit spreads, new
deal activity or unwinds, and changes in the underlying market
environment. The Firm believes that active risk management is
essential to controlling the dynamic credit risk in the derivatives
portfolio. In addition, the Firm takes into consideration the poten·
tial for correlation between the Firm's AVG to acounterparty and
the counterparty's credit quality within the credit approval process.
The Firm risk manages exposure to changes in CVA by entering into
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 calculated by the DRE and AVG metrics,

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

Ratings profile of derivative receivables MTM

Rating equivalent
December 31,
{in millions, except ratios}
AAA!Aaa to AA-IAa3
A+/A Ito A·/A3
8BB+lBaa1 to BBB·/8aa3
BB4·/Ba I to 6·/83
CCC+/Caat and below

Exposure net of
of all collateral

S 25,530
12,432

9,343
14,571
2,815

2009
% of exposure net

of all collateral
40%
19
14
23
4

Exposure net of
of all collateral

$ 68,708
24,748
15,747
28.166
5.42t

2008
% of exposure net

of all collateral
48%
17
11
20
4

Total S 64,691 100% S 142,810 100%

The Firm actively pursues the use of collateral agreements to miti­
gate counterparty credit risk in derivatives. The percentage of the
Firm's derivatives transactions subject to collateral agreements­
excluding foreign exchange spot trades, which are not typically
covered by collateral agreements due to their short maturity - was
89% as of December 31,2009, largely unchanged from 88% at
December 31, 2008.

The Firm posted $56.7 billion and $99.1 billion of collateral at
December 31, 2009 and 2008, respectively.

Certain derivative and collateral agreements include provisions that
require the counterparty and/or the Firm, upon specified down·
grades in the respective credrr ratings of their legal entities, to post
collateral for the benefit of the other party. At December 31, 2009,
the impact of a single-notch and six-notch ratings downgrade to
JPMorgan Chase & Co., and its subsidiaries, primarily JPMorgan
Chase Bank, N.A., would have reqUired $1.2 billion and $3.6
billion, respectively, of additional collateral to be posted by the
Firm. Certain derivative contracts also provide for termination of the
contract, generally upon adowngrade to a specified rating of either
the Firm 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
that risk from one party (the buyer of credit protection) to another
(the seller of credit protection). The Firm is both a purchaser and

seller of credit protection. As a purchaser of credit protection, the
Firm has risk that the counterparty providing the credit protection
will default. As a seller of credit protection, the Firm has risk that
the underlying instnument referenced in the contract will be subject
to a credit event. Of the Firm's $80.2 billion of total derivative
receivables MTM at December 31,2009, $18.8 billion, or 23%,
was associated with credit derivatives, before the benefit of liquid
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 5on
pages 175-183 of this Annual Report. The large majority of CDS
are subject to collateral arrangements to protect rhe Firm from
counterparty credit risk. In 2009, the frequency and size of defaults
for both trading counterpart;es and the underlying debt referenced
in credit derivatives were well above historical norms. The use of
collateral to settle against defaulting counterparties generally
performed as designed in significantly mitigating the Firm's expo­
sure to these counterparties.

The Firm uses credit derivatives for two primary purposes: first, in
its capacity as a market-maker in the dealer/client business to
meet the needs of customers; and second, in order to mitigate
the Firm's own credit risk associated with its overall derivative
receivables and traditional commercial credit lending exposures
(loans and unfunded commitments).
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Management's discussion and analysis

The following table presents the Firm's notional amounts of credit
derivatives protection purchased and sold as of December 31, 2009
and 2008, distinguishing between dealer/client activity and credit
portfolio activity,

Qe<:ember 31,
(in billions) P':'tCl1ased(a) sold pdret1ased{ai(b) sold Total
2009 H,997 $2,947 $ 49 $ 1 55,994
2008 S 4,193 $ 4,102 $ 92 S 1 5 ll,3811

(a)lnduded S3.!1 trillion and 54,0 trWion at De<ember 31, 2009 and 2008,
respectiVely, of notional exposure within protettion purchased where the Firm
has pr1l1ettion sold With ldentital underlying refen,"ce instruments, Far a fur·
ther discussion 011 credit derivatives, lee Note 5 on pages 175-183 of this
Annual Repo!!,

(b) Included S197 billion and $34,9 billion al De<ember 31, 2009 and 2008,
respectively, that represented the notronal amount lor 5lfUcwred portfolio
protection; the Firm r!?lains the first risk of loss on tNs portfoiio,

Dealer/client business
Within the dealer/dient business, the firm actively manages credit
derivatives by bUYing and selling credit protection, predominantly on
corporate debt obligations, accordir.g to client demand for credit risk
protection on the under~in9 reference instruments. Protection may be
bought or sold by the Firm on single reference debt instruments
("single-name" credit derivatives), portfolios of referenced instru·
ments ("portfolio" credit derivatives) or quoted indices ("indexed"
credit derivatives), The risk positions are largely matched as the Firm's
exposure to agiven reference entity under acontract to sell protec­
tion to acounterparty may be offset partially, or entirely, with a
contract to purchase protection from another counterparty on the
same underlying instrument. Any residual default exposure and
spread risk is actively managed by the Firm's various trading desks.

At December 31, 2009, the total notional amount of protection
purchased and sold decreased by $2,4 trillion from year-end 2008
The decrease was primarily due to the impact of industry efforts to
reduce offsetting trade activity.

Creditportfolio aaivities
Management of the Firm's wholesale exposure is accomplished
through a number of means induding loan syndication and partio­
pations, loan sales, securitizations, credit derivatives, use of master
netting agreements, and collateral and other risk-reduction tech·
niques. The Firm also manages its wholesale credit exposure by
purchasing protection through single-name and portfolio credit
derivatives to manage the credit risk associated with loans, lend·
ing·related commitments and derivative receivables. Gains or losses
on the credit derivatives are expected to offset the unrealized
increase or decrease in credit risk on the loans, lending·related
commitments or derivative receivables. This activity does not reduce

112

the reported level of assets on the balance sheet or the level of
reported off-balance sheet commitments, although it does provide
the firm with credit risk protection. The Firm also diversifies its
eKposures by selling credit protection, which increases exposure to
industries or clients where the firm has little or no dient-related
exposure; however, this activity is not material to the Firm's overall
credit exposure.

Use of single~name and portfolio credit derivatives
Notional amount

of protecUon
purchased and sold

December 31,
(in millions) 2009 2008
(redit derivatives used to manage:

Loans and lending-related commitments S 36,873 S81,227
Deriv3.tive receivables 11,958 10,861

TOlal protection purchased(a) S 48,831 $ 92,088
Total protection sold 455 637
Credit derivatives hedges notional $ 48,376 $ 91,451

(a) included S19J biiHon aoo S349 btllion at December 31,2009 and 2008,
respeCllvely, that repres€flted the notional amount for structured poltfoiio
prolection; the Firm retains the first risk of 100s on this portfolio,

The credit derivatives used by JPMorgan Chase for credit portfolio
management activities do not qualify for hedge accounting under
U.S. GAAP; these derivatives are reported at fair value, with gains
and losses recognized in prinopal transactions revenue. In contrast,
the loans and lending·related commitments being risk·managed are
accounted for on an accrual basis. This asymmetry in accounting
treatment, between loans and lending·related commitments and
the credit derivatives used in credit portfolio management activities,
causes earnings volatility that is not representative, in the Firm's
view, of the true changes in value of the Firm's overall credit expo­
sure, The MTM related to the Firm's credit derivatives used for
managing credit exposure, as well as the MTM related to the CVA
(which reflects the credit quality of derivatives counterparty expo­
sure) are induded in the gains and losses realized on credit deriva­
tives disclosed In the table below. These results can vary from
period to period due to market conditions that affect specific posi­
tions in the portfolio.

Year ended December 31,
(in millions) 2009 2008 2007
Hedges of lending-related commitments{al$(3,2S8) $ 2,216 S350
eVA and hedges of CVA(a) 1,920 (2,359) (363)
Net gainS/(losses)(bl S(1,338) $ (143) S (13)

(a) These hedges do not quailfy for hedge accounting under US. GAAP.
(b) Exdudes losses of $2.7 billion and garns of S530 million aoo $373 million for

the years ended December 31, 2009, 2008 and 2007, respectively, of other
principal transactions revenue that are not associated with hedging activities,
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lending-related commitments
JPMorgan Chase uses lending-related financial instruments, such as
commitments and guarantees, to meet the financing needs of its
customers. The contractual amount of these financial instruments
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 wunterparties subsequently
fail to perform according to the terms of these contracts.

Wholesale lending-related commitments were $347.2 billion at
December 31,2009, compared with $379.9 bilfion at December
31, 2008, reflecting lower customer demand. In the Firm's view,
the total contractual amount of these wholesale lending-related
commitments is not representative of the Firm's actual credit risk
exposure or funding 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
equivalent" amount for each commitment; this amount represents
the portion of the unused commitment or other wntingent expo­
SUfe 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'5lending-related com·
mitments were $179.8 billion and S204.3 billion as of December
31, 2009 and 2008, respectively.

Emerging markets country exposure
The Firm has acomprehensive internal process for measuring and
managing exposures to emerging markets countries. There is no
common definition of emerging markets, but the Firm generally
includes in its definition those wuntries whose sovereign debt
ratings are equivalent to •A+· or lower. Exposures to acountry
include all credit-related lending, trading and investment activities,
whether cross·border or locally funded. In addition to monitoring
country exposures, the Firm uses stress tests to measure and man­
age the risk of extreme 105s 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 obligor.
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 third parties; outstandings
supported by aguarantor located outside the country or backed by
collateral held outside 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 includes exposure to
both government and private-sector entities in acountrr

Lending(a)

Top 10 emerging markets country exposure

At December 31, 2009
(in billions)

Cross·border
Trading(b) OtherlC> TOlal local(d)

Total
exposure

South Korea
India
Brazil
China
Taiwan
Hong Kong
Mexico
Chile
Malaysia
South Africa

$ 2.7
1.5
1.8
1.8
0.1
1.1
1.2
0.8
0.1
0.4

$ 1.7
2,7

(0.5)
0.4
0.8
0.2
0.8
0.6
1.3
0.8

S1.3
1.1
1.0
0.8
0.3
1.3
0.4
O.S
0,3
O.S

S 5.1
5.3
2.3
3.0
1.2
2.6
2.4
1.9
1.7
1.7

$3.3
0.3
2.2

1,8

0.2

$ 9.0
5.6
4.5
3.0
3.0
2.6
2.4
1.9
1.9
1.7

At December 31, 200B Cross·border Total
(in billions) Lending(a) Trading(b) Other(c) Total Localld) exposure

South Korea S 2.9 16 $ 0.9 >.4 $2.3 S 7.7
India 2.2 28 0.9 5.9 06 6.5
China 1.8 1.6 0.3 3.7 08 4.5
Brazil 1.8 0.5 2.3 13 3.6
Taiwan 0.1 0.2 0.3 0.6 2.5 3.1
Hong Kong l.3 0.3 1.2 2.8 2.8
United Arab Emirates t.S 0.7 25 2.5
Mexico 1.9 03 0.3 2.5 2.5
South Africa 0.9 0.5 0.4 1.8 1.8
Russia 1.3 0.2 0.3 1.8 1.8
(a) lendr.g includes loans ."d accrued inlerest receivable. interes'~arlnq c!epo;ilS with bank~ acceptances, Olher monetaly assets.. issued letters 01 oedit net of partiopations. and

umlrawn commitments to eXlelld credit.
(b) Tradir.g includes: (1) issuer exposure 01\ cross·border debt and equity instruments, held both in trading and investment acroums and adlu5ted for the impact of issuer~ind~'llinq

credit deri'lalilles; and (2) counterpart)' exposure on derivative and foreign exchange contracts as well as seallioo finand"; trades (resale agreements a.od securities borrowed).
ec) Other represents mainly local exposwe funded l1C15-OO<del. induding capital investments in local entities.
(d) local exposwe is defined as exposure 10 a tOlintry denomir.ated in 10011 tUfrer.cy and booked locally. My eJqlOsure not meeting lhese criteria is defi~d as ooss·bordet eJqlOsure.
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Management's discussion and analysis

CONSUMER CREDIT PORTFOLIO

lPMorgan Chase's consumer portfolio consists primarily of residential
mOl1gages, home equity credit cards, auto loans, student
loans and business loans, with aprimary focus on serving
the consumer credit market The portfolio also includes home
equity loans and lines of credit secured by junior liens, mortgage
loans with payment to predominantly prime
borrowers, as well as certain paymenNlption loans acquired from
Washington Mutual that may result in negative amortization.

A substantial portion of the consumer loans acquired in the Wash­
ington Mutual transaction were identified as credit-impaired based
on an of high-risk characteristics, induding product type,
loan-to-value ratios, FICO scores and delinquency status. These
purchased credit-impaired loans are accounted for on apool basis,
and the ooois are considered to be performing. At the time of the
acquisiltic",n, these loans were recorded at fair value, induding an
estimate of losses that were expected to be incurred over the esti-
mated remaining lives of the loan no allowance for
loan losses was recorded for these loans as of the transaction date.
In 2009; management conduded that it was probable that higher
expected future credit losses for certain pools of the purchased
credit-impaired portfolio would result in adecrease in expected
future cash flows for these pools. As a result, an allowance for loan
losses of $1.6 billion was established.

The credit performance of the consumer portfolio across the entire
product spectrum continues to be affected by the eco-
nomic environment Higher unemployment and weaker overall
economic conditions have led to asignificant increase in the number
of loans charged off, while continued weak housing have
driven asignificant increase in the severity of ioss recognized on real
estate loans that default and nonperforming loans
continued to increase in 2009. The increases in these credit quality
metrks were due, in part, to foreclosure moratorium programs,
which ended in early 2009. These moratoriums halted stages of the
foreclosure process while the U.S. Treasury developed its homeowner
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assistance program (i.e., MHA) and the Firm enhanced it-s foredo­
sure-prevention programs. Due to a high volume of foreclosures after
the moratoriums, processing timelines for foreclosures were elon­
gated by approXimately 100 days. Losses related to these loans
continued to be recognized in accordance with the Firm's normal
cnarge,off practices, but some delinquent loans that would have
otherwise been foreclosed upon remain in the mortgage and home
equity loan portfolios. Additional deterioration in the overall eco­
nomic environment, continued deterioration in the labor
and residential real estate markets, could cause delinquencies and
losses to increase beyond the Firm's current expectations.

Since mid-200?, the Firm has taken actions to reduce risk exposure
to consumer loans by tightening both underwriting and loan qualifi­
cation standards for both real estate and nOMeal estate lending
products, For residential real estate lending, tighter income verifica­
tion, more conservative conateral valuation, reduced ioan-to"value
maximums, and FICO and custom risk score requirements are

some of the actions taken to date to mitigate risk related to new
originations. The Firm believes that these actions have better aligned
loan pricing with the underlying credit risk of the loans. In addition,
originations of subprime mortgage loans, stated income and broker­
originated mortgage and home equity loans have been eliminated
entirely to further reduce originations with high-risk characteristics.
The Firm has never originated option adjustable-rate mortgages. The
tightening of underwriting criteria for auto loans has resulted in the
reduction of hath extended-term and high loan·to-vaiue financil19.

As a further action to reduce risk associated with lending-related
commitments, the Firm has reduced or canceled certain lir.es of
credit as permitted by law. For example, the Firm may reduce or
dose home lines of credit when there are significant decreases
in the value of the underlying property or when there has been a
demonstrablededine in the creditworthiness of the borrower. Simi­
larly, certain inactive credit card lines have been dosed and anum­
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

As of or for the year ended
December 31,
(in millions, except ratios)

Credit exposure
2009 2008

Nonperforming
loans(i)fj)

2009 2008

90 days or more
paSl due and
still acquing(j)

2009 2008
Net charge-Qlls
2009 2008

Average annual
net charge-off @te{k)

2009 2008
Consumer loans - excluding

purchased credit-impaired
loans and loans held-for-sale
Home equity - senior lien(a)
Home equity - junior lien(b)
Prime mortgage
SUbprime mortgage
Option ARMs
Auto loans(c)
Credit card - reported(dl(el
All other loans

Total consumer loans
Consumer loans - purchased

credit-impaired(f)
Home equity
Prime mortgage
Subprime mortgage
Option ARMs

$ 27,376$

74,049
66,892
12,526

8,536
46,031
78,786
31,700

345,896

26,520
19,693
5,993

29,039

29,793 $
84,542
72,266
15,330
9,018

42,603
104,746
33,715

392,013

28.555
21,855
6,760

31,643

477
1.188
4,355
3,248

312
177

3
900

10.660

NA
NA
NA
NA

S 291
1,103
1,895
2,690

10
148

4
430

6,57!

NA
NA
NA
NA

$

3.481
542

4.023

NA
NA
NA
NA

2,649
463

3,112

NA
NA
NA
NA

$ 234
4,448
1,894
1,648

63
627

9,634
1.285

19,833

NA
NA
NA
NA

S 86
2.305

526
933

568
4,556

459
9,433

NA
NA
NA
NA

0.80%
5.62
2.74

11.86
0.71
1,44

11.07
3.88
5.45

NA
NA
NA
NA

0.33%
3.12
1.02
6.10

130
5.47
158
290

NA
NA
NA
NA

Total consumer loans - pllf·
chased aedit-il1lJX!lred 81,245 88,813 NA NA NA NA NA NA NA NA

Total consumer loans­
retained

loans held-for-sale
427,141

2.142
480,826

2,028
10,660 6,571 4,023 3,112 19,833 9,433 4.41 271

Total consumer loans­
reported 429,283 482.854 10.660 6,571 4.023 3,112 19,833 9,433 4.41 2.71

Credit card - securitized{g)
Total consumer loans­

managed

84,626

513.909.

85,571

568,425 10,660 6,571

2,385

6,408

1,802

4,914

6,443

26,276

3,612

13,045

7.55 4.53

3.06
Total consumer loans­

managed - excluding
purchased credit-impaired
loans(f)

Consumer lending-related
commitments:

Home equity - senior lien(a){n)
Home equity - junior lien(b)(h)
Prime mortgage
Subprime mortgage
Option ARMs
Auto loans
Credit card{h)
All other loans

432,664

19,246
37,231

1,654

5,467
569,113
11,229

479,612

27,998
67,745

5,079

4,726
623,702

12,257

10,660 6,571 6,408 4,914 26,276 13,045 5.85 122

Total lending-related
commitments 643,940 741,507

5.01%9.33%$ 8,168) 4,451 S 16,077$ 5,8664

Total consumer credit
portfolio Sl,157.849S1,309,932

Memo: Credit card - managed S 163,412 S 190,317 S 3

(a) Repreiems tOilns where JPP..1organ Chase holds the first security interest on the property.
(b) Represents loans where JPMorgan Chase holds a security Interest that is subordinate In rank to other liens.
(c) ududes operatir,g lease·related assets of S2.9 billion and S2.2 b,mon for December 31,2009 and 2008, respectively.
(d) Includes S\.O billion of loans at December 31,2009, held by the Wasi'lngton Mutual Master Trusl, which were coosolidilled onto the Firm's Consoiidated Baiance Sheets at

iair value during the second Quarter of 2009.
(e) Includes billed finance <harges and lees net of an allowance for uncollectible amounts.
(I) Charge'oils are nor recorded on purchased credil·impaired ioans until acruallosses exceed estimated losses that were recorded as purchase accounting adiustmenrs ill the

time of acquisition. fo date, no charge-otis have been recorded for these loans. If chargc-otls were reported comparable to the non-credit impaired portiolio, Uk·ro-date
principal charge-offs would have been $16.7 billion.

(g) Represents securitized credit card receivables. for a further discussion of credit card securltlzations, see CS on pages 12-74 of this Annual Report.
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Management's discussion and analysis 

(hl The cred~ card and home equity lending-related commitments represent the total available lines 01 credit for these products. The firm has not experienced, and does nO! 
antlcipate, that all available lines of creclit would be utilized at the same time. For credit card commitments and home equity commitments (if tertain conditions are met), 
the Finm can redu<.e or cancel these lines of credit by providing the borrower prior notice or, in some cases, WlthOlJt notice as pt'rmitted by law. 

(i) Al Decembef 31.2009 and 2008, nonperforming loans excluded: (1) mongage loans inwred by U.s. government agencies of $9.0 bimon and $3.0 billion. respectively; and 
(2) student loans that are 90 days past due and stH! accrUing, which are insured by U.s. government agencies under the federal Family Education Loan Program, of $542 
million and $437 million, respectively. These amounts are excluded, as reimbursenlent is proceeding r.ormally. In addition, the Finm's policy is generally to exempt credit card 
loans from being placed on nonaccrual status as permitted by regulatory gUIdance. Undef guidance issued by the Federal financial Institutions Examination Coundl, credit 
card loans are charged off by the end of the montfl !n vihidl the aemunt becomes 180 days past due or within 60 days from receiving nOllficalian about aspecified event 
(e.g., bankruptcy of the borrower), whichever is earlier. 

fj) Excludes purchased credit-impaired loans !hat were acquired as p~ 01 the Washington MulUai transaction, which are accounted for on a pool basis. Since each pool is 
acoounled for as a single asset with a single c~te interest rale and an aggregate expeclalion of cash ftows, the past due status 01 the pools. or that 01 lndMduai loans 
wi1l1in the pools, is not meanlngl\Jl. Because the Finm Is recognizing interest income an each pool of loans, they are at considered to be pelforming. 

(k) Average consumer loans held-for-sale and loans at fa~ value were 52.2 bilUon and $2.8 bimon for the years ended December 31, 2009 and 2008, respectively. These 
amounts were excluded 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 2008 
Assets acquired Assets acquired 

in loan satisfactions in loan satisfactions 
As of December 31, Nonperformlng Real estate Nonperforming Nonperlorming Real estate Nonperforming 
(in millions) loans owned Other assets loans owned Other assets 

Retail Financial Servicesia) 510,611 S 1,154 S 99 511,864 6,548 $ 2,183 SilO 8,841 
Card Services(a) 3 3 4 4 
Corporate/Private EqUity 46 2 48 19 20 
Total $10,660 S 1,156 $ 99 511,915 S &,571 ) 2,84 S liO 5 8,865 

(a) Al December 31. 2009 and 2008, nonperforming loans and assets excluded: (1) moltgage kJans Insured by U.s. government agenocs of 59.0 bilrlon and $3.0 billion, respec­
tively; (2) real estate owned insured by U.S. government agencies of 5579 million and 5364 million, respt'Clively; anti (3) student loans that are 90 days past due and stili ac­
Cl'Jing, which are inwred by U.S. government agencies under the Federal family Education loan Program. of $542 million and $437 miliiol'l, respectively. These amounts are 
excluded, as reimbUf5ement is proceeding nonmally. In addlftOO, the Firm's policy is generally to exempt credlt card loans from belr.g placed on nonacClual status as pt'nmitled 
by regulatory guidance. Under guidance Issued by the Federal finanaal Institutions Examination Council, credit card loans are charged off by the end of the month in which 
!he account becomes 180 days past due or w~hin 60 days from receivlflg notdication about a specified event (e.g., bankruptcy of tfle borrower), whimever is earlier. 

The following discussion relates to the spedfic loan product and Prime mortgages of $67.3 billion decreased $5.2 billion from 
lending-related categories within the consumer portfolio. Purchased December 31, 2008. The 2009 provision for credit losses induded a 

credit-impaired loans are excluded from individual loan product net increase of $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

Home equity: Home equity loans at December 31, 2009 were 

discussions and addressed separately below. 

stage delinquendes have increased as aresult of prior foredosure 
$101.4 billion, adecrease of ~12.9 billion from year-end 2008. The moratoriums and ongoing trial modification activity, driving an 
decrease primarily reflected lower loan originations, coupled with increase in nonperforming loans. 
loan paydowns and charge-offs. The 2009 provision for credit Subprime mortgages of $12,5 billion decreased $2.8 billion 
losses for the home equity portfolio induded net increases of $2.1 from December 31,2008, as a result of paydowns, discontinua­
billion to the allowance for loan losses, reflecting the impact of the tion of new originations and charge-ofts on delinquent loans. 
weak housing prices and higher unemployment. Senior lien nonper­ The 2009 provision for credit losses included a net increase of 
forming loans increased from the prior year due to the weak eca­ $625 million to the allowance for loan losses, reflecting the 
nomic environment, while junior lien nonperforming loans were impact of high loss severities driven by declining home prices. 
relatively unchanged. Net charge-offs have increased from the prior 

Option ARMs of $8.5 billion represent less than 5% of non­year due to higher frequency and severily of losses. 
purchased credit-impaired real estate loans and were $482 million 

Mortgage: Mortgage loans at December 31, 2009, which indude lower than December 31, 2008, due to run-off of the portfolio. This 
prime mortgages, subprime mortgages, adjustable-rate mortgages portfolio is primarily comprised of loans with low loan-ta-value 
("option ARMs") acquired in the Washington Mutual transaction ratios and high borrower FICOs. Accordingly, the Firm currently 
and mortgage loans held-for-sale, were $88.3 billion, representing expects sUbstantiany lower losses on this portfolio when compared 
an $8.5 billion decrease from year-end 2008. The decrease is due with the purchased credit-impaired option ARM portfolio. The 
10 lower prime mortgage loans retained in the portfolio and higher cumulative amount of unpaid interest added to the unpaid principal 
loan charge-offs, as well as the run-off of the subprime and option balance due to negative amortization of option ARMs was $78 
ARM portfolios. Net charge-offs have increased from the prior year million at December 31,2009. New originations of option ARMs 
across all segments 01 the mortgage portfolio due to both higher were discontinued by Washington Mutual prior to the date of 
frequency and asignificant increase in the severily of losses. lPMorgan Chase's acquisition of Washington Mutual. The Firm has 

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 $3.4 billion from year-end 2008, partially 
as aresult of new originations in connection with the U5. gov­
ernment's "cash for dunkers" program in the third quarter. 
Delinquent loans were slightly lower than the prior year. Loss 
severities also decreased as aresult 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 amanaged 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, adecrease 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, especially 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 aprovision for loan losses of $2.4 blllion, partially offset 
by the redassification of $298 million related to an Issuance and 
retention of securities from the Chase Issuance Trust The man­
aged credit card portfollo continues to reflect awell-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 $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, exduding 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, 200S. Exduding the impact of 
the purchase accounting adjustments related to the Washington 
Mutual transaction and the consolidation of the Washington 

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%. 

All other: All other loans primarily Indude 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, 
induding loans held-for-sale, were $33.6 billion, down $2,0 
billion from year-end 2008, primarily as aresult of lower business 
banking loans, The 2009 provision for credit losses reflected anet 
increase of $580 million to the altowance for loan losses and an 
increase in net charge-ofls 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 $88.8 
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 induded 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 anowance 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 aresult, an 
allowance for loan losses of $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 tabular information and, where appropriate, supplemental discussions about certain concentrations of credit risk for the Firm's

consumer loans, other than purchased credit-impaired loans, induding:

• 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 credit-impaired loans.

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

TOlal TOlal
December 31, Home Home Total consumer consumer
2009 equity- equity - Prime Suhprime Option home loan Card All other loan5- Card loans-
(in billions) senior lien lumor lien mortgage mortgage ARMs pomolio Auto reponed loans reported securitized managed
Californra S 3.6 $16.9 S 19.1 $ 1.7 S 3.8 $ 45.1 S 4.4 S 11.0 $1.8 S 62.3 $ 11.4 $ 73.7
New York 3.4 12.4 9.2 1.5 0.9 27.4 3.8 6.0 4.2 41.4 6.7 48.1
Texas 4.2 2.7 2.5 0.4 0.2 10.0 4.3 5.6 3.8 23.7 6.5 30.2
florida 1.2 4.1 6.0 1.9 0.7 13.9 1.8 5.2 0.9 21.8 4.8 26.6
Illinois 1.8 4.8 3.4 0.6 0.4 11.0 2.4 3.9 2.4 19.7 4.9 24.6
Ohio 2.3 1.9 0.8 0.3 5.3 3.2 3.1 2.9 14.5 3.4 17.9
New Jersey 0.8 3.8 2.3 0.6 0.3 7.8 1.8 3.0 0.9 13.5 3.6 17.1
Michigan 1.3 1.9 1.4 0.3 4.9 2.1 2.4 2.5 11.9 2.9 14.8
Arizona 1.6 3.6 1.6 0.3 0.1 7.2 1.5 1.7 1.6 12.0 2.1 14.1
Pennsylvania 0.2 1.2 0.7 0.4 0.1 2.6 2.0 2.8 0.8 8.2 3.2 11.4
Washington 0.9 2.4 1.9 03 0.4 5.9 0.6 1.5 0.4 8.4 1.5 9.9
COlorado 0.4 1.7 1.8 0.2 0.2 4.3 1.0 1.6 0.8 7.7 2.1 9.8
All other 5.7 16.6 16.6 4.0 1.4 44.3 17.' 31.0 10.6 103.0 31.5 134.5

Total S 27.4 S 74.0 $ 67.3 S 12.5 $ 8.5 $ 189.7 S 46.0 S 78.8 $ 33.6 $ 348.1 $ 84.6 S 432.7

TOlal Total Total
Home Home home consumer consumer

December 31, 2008 equity- equity- Prime 5ubprime Option ioan Card Ail other ioans- Card loar-s-
(in billions) senior lien junior ~en mortgage mOITgage ARMs pomolio Auto repo«ed loans relXltted securitized managed
California 39 S 19.3 S 22.8 S 2,2 S 38 S 520 S 4,7 S 14.8 S 2.0 $ 73.5 S 125 S 86.0
New Yon: 13 \30 10.4 1.7 0.9 29.3 3.7 83 4.7 46.0 6.6 526
Texas 5,0 31 2.7 0.4 0,2 11.4 18 7.4 4,1 26.7 6.1 32,8
florida 13 50 6,0 2.3 0.9 15.5 1.5 68 0.9 24.7 52 29.9
illinois 1.9 5.3 J3 0.7 0.3 11.5 2.2 5.3 2.S 215 4.6 26.1
Ohio 2,6 20 0,7 0.4 57 3.3 4.1 3.3 16,4 3.4 19,8
New Jersey 0.8 42 2.5 08 0.3 8,6 16 4.2 0.9 lS3 36 18,9
Michigan 14 2,2 U 0,4 53 15 3.4 2.8 13.0 2.8 lS.8
Arizo.,a 1.7 42 1.6 0,4 0.2 8,1 1.6 23 1.9 n.9 1.8 15.7
Pennsylvania 0.2 1.4 0.7 0.5 0,1 2.9 1.7 3.9 0.1 9,2 3.2 12.4
Washington 10 2.8 2.3 0.3 0.5 6.9 0.6 2.0 0.4 9,9 1.6 11.5
Colorado 0.5 1.9 1.9 OJ 03 4.9 0.9 2.1 0.9 8.8 2.1 iO.9
All other 62 20.1 16.3 4,9 1.5 49.0 15.5 40.1 10.5 115.1 32.1 147.2

Total 29.8 84,S 72.5 15.3 9.0 S 211.1 S 42.6 S 104.7 $ 35.6 $ 394,0 856 5 479.6
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Top 5 States Consumer Loans· Managed 1al

December 31, 2009)
Top 5 States Consumer loans· Managed1al

December 31, 2008)

NllWVOrt<:
11.1%

florida
6.1%

Illinois
5.7'l1r

AIIll!her
52.7%

TCl<3$

6.8%

Illinois
5.4'l1r

The following table presents the geographic distribution of certain residential real estate loans with current estimated combined loan-la-value
ratios nTV$") in excess of 100% as of December 31,2009 and 200S.excluding purchased credit-impaired loans acquired in the Washington
Mutual transaction. The estimated collateral values used to calculate the current estimated combined lTV ratios in the following table were
derived from anatlonally home price index measured at the MSAs level, Because home price indkescan have wide variab~l1:y and
such derived real estate values do not represent actual appraised loan-level collateral values. the resulting ralios are imprecise and
should therefore be viewed as estimates.

Geographic distribution of residential real estate loans with current estimated combined lTVs > 100"/o(a)

December 31. 2009 Home Prime Subprime

New York 2.3 1.3 0.3 3.9 17

Arizona 2.8 1.1 0.2 4.1 75
Florida 2.8 3.9 U 8.0 67
Midligao U 0.9 0.2 2.4 67
All other 8.1 6.1 1.8 16.0 22
Total combined LTV>100% $ 25.6 $ 22.7 $ 4.9 5 53.2 35%

As apercentage of total loans 35% 34% 39% 35%
Total portfolio averag/! combined LTV at origination 74 74 79

D/!cemoor 31,2008(1) %of
I Total totalloans(e)

$ 17.6 40%
New¥orK 2.7 11

Arizona 4.0 65
Florida 7.3 55
Mkhigao 22 56
All other 11'1 Hi
Total combined lTV :>100% $ $ $ 46.2 27%

As a percentage of total loans 29% 22% 34% 27%
Total portfolio al/erage combined lTV at origination 75 72 79

Olfrem property value. (urrem

31, 2009 ana 2008. respectively.

the index used
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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 consumer loan portfolio, $149.4 billion, or 43%,
are concentrated in California, New York, Arizona, Florida and
Michigan at December 2009 compared to $171.1 billion, or 43%,
at December 2008.

Declining home prices have had asignificant 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-

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 greater than 100% continue to pay
and are current, the continued Willingness and ability of these
borrowers to pay is currently uncertain. Nonperforming loans in
the residential real estate portfolio totaled $9.6 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.

Consumer 30+ day delinquency information

December 31, (in millions, e)(cept ratios)
30T day delinquent loans

2009 2008
30+ day delinguem.y rate

2009 2008
Consumer loans - excluding purchased credit-impaired loans(a)

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

s 833
2,515
5,53Z(b)
4,232

438
750

6,093
1,306{e)

585
2,563
3. 1SO(b)
3,76Q

68
963

5,653
70SIe)

3.04%
3.40
8.21{d)

33.79
5.13
1.63
7.73
3.91

196%
3.03
Og(d)

24.53
0.75
226
5.40
1.99

Total consumer loans - excluding purchased aedit-impaired
loans - reported
Credit card - securitiled

S 21,699
4,174

s 17,480
3,Sl!

6.23%
4.93

4.44%
4.45

Total consumer loans - excluding purchased aedit-impaired
loans - managed S 25,873 S 21,291 5.98% 4.44%

Memo: Credit card - managed S 10,267 S 9.464 6.28% 4.970/.

(a) The delinquency rale for purchased cred~·impaired loans, which is based on the unpaid principal balance. was 27.79% and 17.89% at December 31, 2009 and 200S,
respectively.

(b) Excludes 30+ day delinquent mortgage loans that are insured by U.s. government agencies of S9.7 billion and SlS billion a1 December 31,2009 and 200S, respec­
tively. These amountS are excluded. as reimbursement is proceeding normally.

(e) t.xcludes 30+ day delinquent loans that are 30 days Of more past due and still accruing, which are iJ1Sl,red by U.s. government agencies under the Federal family
Education loan Program, of S942 million and SS24 million at December 31, 2009 and 200S, respectively. These amounts are excluded as reimlxlrsement is proceeding
normally.

(d) The denominator for the calculation of the 30+ day delinquency rate iocludes: (1) residential real estate loans reported in the Corporate/Private Equity segment; and (2)
mOr1gage loans insured by U.S. government agencies. The 30... day delinquency rate excluding. these loan balances was 11.24% and 5.14% at December 31,2009 and
2008, respectiVely.

Consumer 30+ day delinquencies have increased to 6.23% of the consumer loan portfo~o 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 modifications 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 reilected 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 risk - purchased credit-impaired loans
The following table presents the current estimated combined L'TV ratio, as well as the ratio of the carrying value of the underlying loans to the
current estimated collateral value, for purchased credit-impaired loans. Because such loans were initially measured at fair value, the ratio of the
carrying value to the current estimated collateral value will be lower than the current estimated combined LTV ratio, which is based on the unpaid
principal balance. The estimated collateral values used to calculate these ratios were derived from anationally recognized home price index meas·
ured at the MSA level. Because home price indices can have wide variability, and such derived real estate values do not represent actual appraised
loan-level collateral values, the resulting ratios are necessarily imprecise and should therefore be viewed as estimates.

98'1h<O
102
102(1}

81

Carrying
value(e)

$ 29.0
26.5
19.7
6.0

128%
127
121
122

Current estimated
combined LTV ratiolc)(d}

$ 37.4
32.9
22.0
9.0

rind al balancelb}Unpaid
Option ARMs.a
Home equity
Prime mortgage
Subprime mortgage

December 31, 2009
(in billions, exce t ratios)

Combined lTV ratios and ratios of carrying values to current estimated collateral values - purchased credit-impaired
Ratio of carrying
value to current

estimated
collateral value

Ratio of carrying
value to current

December 31, 2oo8(9) Current estimated Carrying estimated
(in billions, except ratios) Unpaid principal balance(bl combined LTV ratio(c)(dj value(e) collateral value

Option ARMs S 41.6 113% S 316 86%
l10me equity 398 115 286 82
Prime mortgage 25.0 107 21.8 94
Subprime mortgage 10.3 112 6.8 73

(al The cumulative amount of unpaid Interest that has been added to the unpaid principal balance of option ARMs was S1.9 billion at December 31. 2009. Assuming
markellmerest rates, the firm would expea the follOWing balaoce of current loans to experience apayment recast: $6.3 billion m 2010 and $3.9 billion in 201t, of
which $4.8 blliion and $3.7 biHioo relate to the purchased credit-impaired portfolio.

(0) Represents the contractual amount of pnncipai owed.
(cl Represents the aggregate unpaid prlocipal balance of loans divided by the estimated current property value. Current property values are estimated based on home

valuation models utilizing nationally recognized home price index valuation estimates.
(d) Represents CUFrem estimated combined 10aMlrValue. which considers all available lien positions related to the property.
(el Carrying values include the effect of fair value adjustments that were applied to the consumer purchased credit-impaired portfolio at me date of acquisition.
(f) Ratios of ta!lYing value to current estimated collateral value for the prime mortgage and option ARM portioiios are net of the allowance for loan losses of S1.1 billion

and $491 million. respectively. as of December 31,2009.
(9) December 2008 estimated collateralvaiues lor the heritage Wasllingtol1 Mutyal portfolio have been changed to conform :0 values derived from home pnce Index used

for tile J!'Morgan Chase portfolio. Home price indices generaHy have different valuation methods arid assumptions and therefore (an Yield aWide range of e>timates.

Purchased credit-impaired loans in the states of California and
Florida represented 54% and 11 %, respectively, of total pur­
chased credit-impaired loans at December 31, 2009, compared
with 53% and 1T%, respectively, at December 31, 2008. The
current estimated combined lTV ratios were 137% and 149% for
California and Florida loans, respectively, at December 31,2009,
compared with 121% and 125%, respectively, at December 31,
2008. loan concentrations in California and Florida, as well as
the conUnuing decline in housing prkes in those states, have
contributed negatively to both the current estimated combined
LTV ratio and the ratio of carrying value to current collateral value
for loans in the purchased credit-impaired portfolio.

While the carrying value of the purchased credit-impaired loans is
marginally below the current collateral value of the loans, the
ultimate performance of this portfolio is highly dependent on the
borrowers' behavior and ongoing ability and willingness to con­
tinue to malee payments all homes with negative equity as well as
the cost of alternative housing. The purchased credit-impaired
portfolio was recorded at fair value at the time of acquisition
which induded an estimate of losses expected to he incurred over
the estimated remaining lives of the loan pools. During 2009,
management conduded that it was probable that higher than
expected future principal credit losses would result in adecrease
in the expected future cash flows of the prime and option ARM
pools. As a result an allowance for loan losses of $1.6 billion was
established.
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Management's discussion and analysis

Residential real estate loan modification activities:
During 2009, the Firm reviewed its residential real estate portfolio
to identify homeowners most in need of assistance, opened new
regional counseling centers, hired additJonalloan counselors,
introduced new financing alternatives, proactively reached out to
borrowers to offer pre-qualified modifications, and commenced a
new process to independently review each loan before moving it
into the foredosure process. In addition, during the first quarter
of 2009, the U.S. Treasury introduced the MHA programs, which
are designed to assist eligible homeowners in anumber of ways,
one of which is by modifying the terms of their mortgages. The
Firm is participating in the MHA programs while continuing to
expand its other loss-mitigation efforts for financially distressed
borrowers who do not qualify for the MHA programs. The MHA
programs and the Firm's other loss-mitigation programs for
financially troubled borrowers generally represent various conces­
sions such as term extensions, rate reductions and deferral of
principal payments that would have otherwise been required
under the terms of the original agreement. When the Firm modi-

fies home eqUity lines of credit in troubled 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 atrial modification
period and be successfully re-underwritten with income verifica­
tion before their loans can be permanently modified. The Firm's
loss-mitigation programs are intended to minimize economic loss
to 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 adversely affected by additional
deterioration in the economic environment or shifts in borrower
behavior. For both the Firm'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 achieved permanent modification. Substantially all of the
loans contractually modified to date were modified under the
Firm's other loss mitigation programs.

The following table presents information relating to restructured on-balance sheet residential real estate loans for which concessions have
been granted to borrowers experiencing financial difficulty as of December 31, 2009. Modifications of purchased credit-impaired loans con­
tinue to be accounted for and reported as purchased credit-impaired loans, and the impact of the modification is incorporated into the Firm's
quarterly assessment of whether aprobable and/or significant change in estimated future prindpal cash flows has occurred. Modifications of
loans other than purchased credit-impaired are generally accounted for and reported as troubled debt restructurings.

Restructured residential real estate loans(a)

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

purchased credit-impaired loans(b)
flome equity - senior lien
flame equity - junior lien
Prime mortgage
)ubpnme mortgage
Option ARMs

Total restructured residential real estate loans - excluding purchased credit-impaired loans

Restructured purchased credit-Impaired loans(c)
Home equity
Prime mortgage
Subprime mortgage
Option ARMs

Total restructured purchased credit-impaired loans

On-balance
sheet loans

158
222
534

1,998
8

3,030

453
1,526
1,954
2,972
6,905

Nonperforming
on-baJance
sheet loans(d)

30
43

243
598

6
920

NA
NA
NA
NA
NA

(a) Reslfuaured residential rea! estate loans were immaterial at December 31, 2008.
(hI Amounts represent the carrying value of restructured residential real estate loans.
(c) Amounts represent the unpaid principal balance of restructured purchased credit· impaired loans.
(<I) Nonperforming loans modified '0 a rroubled debt restrueturirog may be returned ro aCClIJal staM when repayment is reasonably assured and the berro"''l'r has made a

minimum of six paymems under the new lerIDS.

Real estate owned rREO"): As part of the residential real
estate foreclosure process, loans are written down to the fair value
of the underlying real estate asset, less costs to sell. In those in·
stances where the Firm gains title, ownership and possession of
individual properties at the completion of the foredosure process,
these REO assets are managed for prompt sale and disposition at
the best possible economic value. Any further gains or losses on
REO assets are recorded as part of other income. Operating ex-

122

pense, such as real estate taxes and maintenance, are charged to
other expense. REO assets declined from year-end 2008 as aresult
of the foreclosure moratorium in ear~ 2009 and the subsequent
increase in loss mitigation activities. It is anticipated that REO
assets will increase over the next several quarters, as loans moving
through the foreclosure process are expected to increase.
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Portfolio transfers: The Firm regularly evaluates market condi­
tions and overall economic returns and makes an initial determina­
tion as to whether new originations will be held-far-investment or
sold within the foreseeable luture. The Firm also periodically evalu­
ates the expected economic returns of preViously originated loans
under prevailing market conditions to determine whether their
designation as hefd-for-sale or held·for-investment continues to be
appropriate. When the Firm determines that achange in this desig-

AllOWANCE FOR CREDIT LOSSES

lPMorgan Chase's allowance for loan losses covers the wholesale
(risk-rated) and consumer (primarily scored) loan portfolios and
represents management's estimate of probable credit losses inherent
in the Firm's loan portfolio. Management also computes an allow­
ance for wholesale lending-related commitments using amethodol·
ogy similar to that used for the wholesale loans, During 2009, the
Firm did not make any significant changes to the methodologies or
polides described in the following paragraphs.

Wholesale loans are charged off to the allowance for loan losses when
it is highly certain that aloss has been realized; this determination
considers many factors, induding the prioritization of the Firm's claim in
bankruptcy, expectations of the workout/restructuring of the loan, and
valuation of the borrower's equity. Consumer loans, other than pur­
chased credit-impaired loans, are generally charged off to the allowance
for loan losses upon reaching specifred stages of delinquency, in accor­
dance with the Federal Finandallnstitutions Examination Coundl 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
receiving notification about aspecified 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 collateral, no later than the date the loan becomes 180
days past due. Other consumer products, if collateralized, are generally
charged off to the net realizable value of the underlying collateral at
120 days past due.

Determining the appropriateness of the allowance is complex and
requires judgment about the effect of matters that are inherently
uncertain. Assumptions about unemployment rates, housing prices
and overall economic com:iitions could have asignificant impact on
the Firm's determination of loan quality. Subsequent evaluations of
the loan portfolio, in light of then-prevailing factors, may result in
significant changes in the allowances for loan losses and lending­
related commitments in future periods. At least quarterly, the allow­
ance for credit losses is reviewed by the Chief Risk Officer, the Chief
Financial Officer and the Controller of the Firm and discussed with the
Risk Policy and Audit Committees of the Board of Directors of the
Firm As of December 31, 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 identifiable),

For afurther discussion of the components of the allowance for credit
losses, see Critical Accounting Estimates Used by the Firm on pages
135-139 and Note 14 on pages 204-206 of this Annual Report.

The allowance for credit losses increased by $8.7 billion from the
prior year to $32.5 billion. Excluding held-for-sale loans, loans carried
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nation is appropriate, the loans are transferred to the appropriate
c1assilication. Since the second hall 01 2007, all new prime mort­
gage originations that cannot be sold to U.S. government agencies
and U.s. government-sponsored enterprises have been designated
as held-lor-investment. Prime mortgage loans originated with the
intent to sell are accounted for at fair value and classified as trad­
Ing assets in the Consolidated Balance Sheets.

at fair value, and purchased credit-impaired consumer loans, the
allowance for foan losses represented 5.51 %of loans at December
31, 2009, compared with 3.62% at December 31, 2008.

The consumer allowance for loan losses increased by $7.8 billion
from the prior year, primarily as aresult 01 an increased allowance for
loan losses in residential real estate and credit card. The increase
included additions to the allowance for loan losses of $5.2 billion,
driven by higher estimated losses for residential mortgage and home
equity loans as the weak labor market and weak overall economic
corditions have resulted in increased delinquencies, and continued
weak housing prices have driven a signilicant increase in loss severity.
The allowance lor loan losses related to cremt card increased $2,0
billion from the prior year, reflecting continued weakness in the credit
environment. The increase reflects an addition of $2.4 billion through
the provision for loan losses, partially offset by the reclassification of
$298 million related to the issuance and retention of securities from
the Chase Issuance Trust.

The wholesale allowance lor loan losses increased by $600 million
lrom December 31, 2008, reflecting the elfect 01 acontinued weak­
ening credit environment

To provide lor the risk 0110s5 inherent in the firm's process 01 extend­
ing credit an allowance lor lending-related commitments is held for
the Firm, which is reported in other liabilities. The allowance is com­
puted using amethodology similar to that used for the wholesale
loan portfolio, modified lor expected maturities and probabilities of
drawdown. For afurther discussion on the allowance for lending­
related commitments, see Note 14 on page 204--206 of this Annual
Report

The allowance lor lending·related commitments lor both wholesale
and consumer, which is reported in other liabilities, was $939 million
and $659 mil!ion at December 31,2009 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 loans held-far-sale and loans accounted for at
fair value. As 01 December 31, 2009 and 2008, wholesale retained
loans were $200.1 billion and $248.1 billion, respectively; and con­
sumer retained loans were $427.1 billion and $480.8 billion, respec­
tively. For the years ended December 31, 2009 and 2008, average
wholesale retained loans were $223.0 billion and $219.6 billion,
respectively; and average consumer retained loans were $449.2
billion and $347.4 billion, respectively.



Management's discussion and analysis

Summary of changes in the allowance for credit losses
2009 2008

Year ended December 31,
(inmiiiiom) 'IVholesa!e Consumer Total Wholesale Consumer Toral
Allowance for loan losses:
Beginning balance at January 1. S 6,545 S 16,619 S 2],164 3,154 6,080 $ 9.234
Gross charge·oif; 3,226 20,792 24,018 521 10,243 10.764
Gross (recovefie3) (94) (959) (1,05]) (\19) (810) (929)
Net charge-offs 3,132 19.833 22,965 402 9,433 9,835
PrO"J1sion for loan «Jsses:

Provision excluding accounting conformity 3,684 28,051 31,735 2,895 16.765 19,660
Accourting conformi!fal 641 936 1.571
Total provision for loan losses 3,684 28.051 31,735 3,536 17,701 21,237

Acquired allowance resulting from Washington Mutual
transaction 229 2,306 2,535

Other(b) 48 (]80) (332) 28 (35) (7)
Ending balance at December 31 $ 7,145 $ 24,457 $ 31,602 $ 6,545 16,619 S 23,164
Components:

Asset·specificlc)ld) S 2,046 $ 996 $ 3.042 712 379 S 1.091
formula-based 5,099 21,880 26,979 5,833 16,240 22,071
Purchased credit impaned 1,581 1,581

Total allowance for loan losses S 1,145 S 24,451 S 31,602 6,545 16,619 S 23.164
Allowance for lending-related commitments:
Beginning balance at January 1, S 634 S 25 S 659 835 15 850
Provis;on for lenditlg-related commitments

Pro\lision exouding accounMg conformity 290 (10) 280 (214) (1) (215)
Accounting confollT'Jtyla) 5 (48) (43)

Total provision for lending-related commitments 290 (10) 280 (209) (49; (258)
Acqu~ed allovvance resulting from Washmgtcn Mutual

transaction 66 66
Other(b) 3 (3) 8 (7) 1
Ending balance at De<ember 31 S 927 S 12 S 939 634 25 659
Components:

Asset-spedfic S 297 $ S 297 29 29
Formula-based 630 12 642 605 25 630

Total !"owance for lendlng·related commitments $ 927 S 12 S 939 634 25 S 659
Total allowance for credit losses $ 8,072 S 24.469 S 32,541 7,179 16,644 S 23,823

Credit ratios:
AliOlNarKe for loan losses to retained loans
Net charge-off ralesle)

Credit ratios excluding home lending purchased
credit-impaired loans and loans held by the
Washington Mutual Master Trust

Allowance for loan losses to retained loans{/)

3.51%
1.40

3.51

5.13%
4.41

6.6]

5.04%
3.42

5.51

2.64%
0.18

264

346%
2.71

424

3.18%
173

3.62

(a) Related to the Wash!f\9!on Mutual transaction in 2008.
(b) Predominat1l'.y includes a reclassification in 2009 related to the issuance and retention of securities fTom the Chase Issuance TfUSl, as well as redassilicalions of allowance

balances related to buSiness transfers between wholesale and CO!1surner busine3se5 in the fim quaner of 2008.
(c) Relates to risk·rated loans that have been placed on nonaccrual status and loans that have been modified In a troubled debt restructuring.
(d) The asset-spedf,c consumer allowance lor loan losses includes troubled debt restructuring resel'les of $754 miHion and $258 million al December 31,2009 and 2008,

respeo:ively. Prior period amounts have been reclaSsified to conform to the current presentation.
(e) Charge-offs are not recorded on purd1ased credrt·impa~ed loans until aauallosses exceed estimated losses that wefe recD(ded as purchase accounting adjUSlJl1el1lS at l!le time of

acquisition.
(t) Excludes the impaa of purchased credit-impaired loans that were acquired as palt of the Washington M~~ual transaction and loans held by the Washington Mutual Mastet

Trust, which were conSOlidated onto the Firm's balance sheet at fair value during the second quarter of 2009. As of December 31, 2009, an allowance for Joan losses of S1.6
billion was recorded for the purchased credlt-i'npaired loans. which has also been exduded from applicable ratios. No allOVlance was recorded for the (oans that weIe coo­
~o~dared from the Washmgton Mutual Master Trusl as of December 31, 2009. r0 date. no charge-offs have been recorded for any of these loans.

The following table includes a credit ratio exclUding the following
items: home lending purchased credit-impaired (oans acquired in the
Washington Mutual transaction; 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-impaired loans were accounted for at fair value
on the acquisition date, which incorporated management's estimate,
as of that date, of credit losses over the remaining life of the portfo-
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Iio. Accordingly, no allowance for loan losses was re<orded for these
loans as of the acqUisition date. Subsequent evaluations of estimated
credit deterioration in this portfolio resulted in the recording of an
allowance for loan losses of $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 the Washington Mutual Master
Trust, see Note 15 on pages 206-213 of this Annual Report.

tPMorgan Chase & (012009 Annual Report



20082009

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 mnlions, eXCEOl ratios)
Allowance for loan losses
Less: Allowance for purdlased aedit·imp.lIred loans

S 31,602
1,581

23,164

Adjusted allowanCE for !oan losses $ 30,021 23.164

Total loans retained
Less: firmwide purd1ased credit·impaired loans

Loans held by the washington MU1ual Master Trusl
Adjusted loans
Allowance for loan losses to ending loans excluding purdlased credit-impaired loans and loans held by

the Washinglon Mutual Master Trust

S627,218 S 728,915
81,380 89,088

1,002
S 544,836 S639,827

5.51% 3.62%

The follOWing table presents the allowance for credit losses by business segment at December 31, 2009 and 2008.
AllowanCE for credit losses

2009 2008
December 3I, Lendlng·related Lending·related
(in minions) Loan losses commltments Total Loan losses commitments Total
Investment Bank S 3,756 S 485 S 4,241 $ 3,444 S)&0 5 3,804
Commercial Banking 3,025 349 3,374 2,826 206 3,032
Treasury & Securities services 88 84 172 74 63 137
Asset Management 269 9 278 191 5 1%
COiporate/Private EQUity 7 7 10 10
Total Wholesale 7,145 927 8,072 6,545 634 7,179
Retail Financial Services 14.776 12 14,788 8,918 2S 8.943
Card Services 9.672 9.672 7,692 7,692
Corporate/Private EQUity 9 9 9 9
Total Consumer 24,457 12 24,409 16,619 25 16,644
Total S31,602 $ 939 S32,541 S23,164 S659 S23,823

Provision for credit losses
The managed provision for credit losses was $38.5 billion for the year ended December 31,2009. up by $13.9 billion from the prior year. The prior-year

induded a $1.5 billfon charge to conform Washington Mutual's allowance for loan losses, which affected both the consumer and wholesale portfolios.

For the purpose of the following analysis, this charg€ is exduded. The consumer-managed provision for credit losses was $34.5 billion for the year

ended December 31, 2009. compared with $20.4 billion in the prior year. reflecting an increase in the allowance for credit losses in the home lending

and credit card loan portfolios. Induded in the 2009 addition to the allowance for loan losses was a $1.6 billion increase related to estimated deteriora­

tion in the Washington Mutual purchased credit-impaired portfolio. The wholesale provision for credit losses was $4.0 billion for the year ended Decem­

ber 31. 2009, compared with $2.7 billion in the prior year, reflecting continued weakness in the credit environment.

Year ended December 31, Provision for credt! losses
(in mililons) Loan losses Lending-related commitments Total

2009 2008 2007 2009 2008 2007 2009 20GB 2007
Investmel1t Bank S 2.154 2.216 $ 376 S 125 S(201) S278 $ 2,279 2,015 S 654
Commercial Banking 1,314 505 230 140 (41) 49 1,454 464 279
Treasury & Secur ~ies services 34 52 11 21 30 8 55 82 19
Asset Management 183 87 (19) 5 (2) 1 188 85 (18)
(orpOIate/Private Egwtylil)(bl (1) 676 (1) 5 (2) 681

Total Wholesale 3.684 3,536 598 290 (209) 336 3,974 3,327 934

Retail Financal Services 15,950 9,906 2,620 (10) (1) (10) 15,940 9,905 2,610
Card Services - reponed 12,019 6,456 3,331 12.019 6,456 3,331
COrpoiateiPrivate EOUltyla){c)(d) 82 1,339 (11) (48) 82 1,291 (Tl)

Total Consumer 28.051 17,101 5,940 PO) (49) (10) 28.041 17.652 5,930

Total provision for credit
losses - reported

(redit card - securitized
31.735

6,443
21,237
3,612

6.538
2,380

280 (258) 326 32.015
6,443

20,979
3.612

6,864
2.380

Total provision fOf credit
losses - managed S 38,178 S24,849 S8,918 S 280 S(258) )326 S 38,458 24,591 S9,244

(a) Includes awr.mtlng conformity prOVisions related to the Washil19ton Mutual transaaion in 2008.
(b) Includes prO'iision expense relared to !oans acqUired in the 8ear Stearns merger in the second Quarter of 2008.
(e) Includes amounts related to held-for·investment prime mortgages transferred from AM to the Corporate/Private Equity segment.
(d) In November 2008. the firm transferred $5.8 billion 01 higher quality credit card loans from the fegacy Chase portfolio to asecuritization trust previously established by

Washington Mutual ("the Trust"). As aresult of convening higher credit qual~y Chase-originated on'book receivables 10 the Trusl's seliers Interest which has ahigher
overall loss fate reneC11ve of the total assets within the Trust, approximately $400 million of incremental provision expense was recOlded during the fourth quarter. This
incrememal provision expense was fecOlded in the Corporate segmel1t as the action related to the acqu,sit,on of Washington Mutual's banking operations. For further
disOJssion of credit card securitizations, see Note 15 on pages 206-213 01 this Annual Report.

lPMorgan Chase 8< (0.12009 Annual Report 125



Management's discussion and analysis

MARKET RISK MANAGEMENT

Market risk is the exposure to an adverse change in the market
value of portfolios and financIal instruments caused by achange in
market prices or rates.

Market risk management
Market Risk is an independent risk management function, aligned
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 firm as well as to define
market risk policies and procedures. The risk management function
is headed by the firm's Chief Risk Officer.

Market Risk seeks to facilitate efficient risk/return decisions,
reduce volatility in operating performance and make the Firm's
market risk profile transparent to senior management, the Board
of Directors and regulators. Market Risk is responsible for the
following functions:

• Establishing acomprehensive market risk policy framework

• Independent measurement, monitoring and control of business
segment market risk

• Definition, approval and monitoring of limits

• Performance of stress testing and qualitative risk assessments

Risk identification and classification
Each business segment is responsible for the comprehensive identi­
fication and verification of market risks within its units. The highest
concentrations of market risk are found in IB, Consumer Lending,
and the Firm's Chief Investment Office in the Corporate/Private
Equity segment

IB makes markets and trades its products across several different
asset classes. These asset classes primarily include fixed income risk
(both interest rate risk and credit spread risk), foreign exchange,
equities and commodities risk. These trading risks may tead to the
potential dedine in net income due to adverse changes in market
rates. In addition to these trading risks, there are risks in IB's credit
portfolio from retained loans and commitments, derivative credit
valuation adjustments, hedges of the credit valuation adjustments
and mark-to-market hedges of the retained loan portfolio. Addi­
tional risk positions result from the debit valuation adjustments
taken on certain structured liabilities and derivatives to reflect the
credit quality of the Firm.

The firm's Consumer Lending business unit includes the Firm's
mortgage pipeline and warehouse loans, MSRs and all related
hedges. These activities give 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
probability of newly originated mortgage commitments actually
dosing, Basis risk results from differences in the relative move­
ments of the rate indices underlying mortgage exposure and other
interest rates.

The Chief Investment Office is primarily concerned with managing
structural market risks which arise out of the various business
activities of the Firm. These include structural interest rate risk, and
foreign exchange risk. Market Risk measures and monitors the
gross structural exposures as well as the net exposures related to
these activities.

Risk measurement
Tools used to measure risk
Because no single measure can reflect all aspects of market
risk, the firm uses various metrics, both statistical and nonsta­
tistical, including:

• Nonstatistical risk measures
• Value-at-risk
• Loss advisories
• Drawrlowns
• Economic value stress testing
• Earnings·at-risk stress testing
• Risk identilicatton for large exposures (" RIFLE")

Nonstatistical risk measures
Nonstatistical risk measures other than stress testing include net open
positions, basis point values, option sensitivities, market values,
position concentrations and position turnover. These measures pro­
vide granular information on the Firm's market risk exposure. They
are aggregated by line of business and by risk type, and are used for
monitoring limits, one-off approvals and tactical control.

Value·at-risk
JPMorgan Chase's primary statistical risk measure, VaR, estimates
the potential loss from adverse market moves in a normal market
environment and provides aconsistent cross-business measure of
risk p~files and levels of diversification. VaR is used for comparing
risks across businesses, monitoring limits, and as an input to eCl)­
nomic capital calculations. Each business day, as part of its risk
management activities, the Firm undertakes a comprehensive VaR
calculation that includes the majority of Its market risks, These VaR
results are reported to senior management.

JPMo'gen Cha;e &Co.ri009 Annual Report



To calculate VaR, the Firm uses historical simulation, based on a
one-day rime horizon and an expected tail-loss methodology, which
measures risk across instruments and portfolios in aconsistent and
comparable way. The simulation is based on data for the previous
12 months. This approach assumes that historical changes in
market values are representative of future changes; this assumption
may not always be accurate, particularly when there Is volatility in
the 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 used in
conjunction with sensitivity factors to estimate the risk. It is likely that
using an actual price-based time series for these produet5, if avail­
able, would impact the 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 18 Trading
and credit portfolio VaR measure to include additional risk positions
preViously exduded from VaR, thus creating amore comprehensive
view of the Firm's market risks. In addition, the Firm moved to
calculating VaR using a95% 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 be available.

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

99% Confidence'Level VaR
18 trading VaR by risk type and credit portfolio VaR

As of or for the year ended 2009

December 31, (a) (in miUions) Average Minimum Maximum Average
2008

Minimum Maximum

At December 31,
2009 2008

$253
70
69
26

(152~b)

$ 266
171

(120)(b)

S123
18
64
23

(99)(b)
S 129

37
(20)(b)

S 409
90

187
53

NM(c)

S 420
218
NM(c)

S 99
13
19
24

NM(C)

S 96
20

NM(c)

S 181
34
57
32

(l08)(b)
S 196

69
(63)(b)

S289
67

248
58

NM(c)

S 357
221
NMlc)

5112
10
13
16

NM{c)

$103
30

NM(c)

S 221
30
75
32

(131)(b)

$ 227
101
(80)(b)

By risk type:
Fixed income
Foreign exchange
Equities
Commodities and other
Diversification
Trading VaR
Credit portfolio VaR
Diversification
Total trading and credit

portfolioVaR $ 248 5132 $397 $ 202 $ 96 S 449 $146 S 317

(a) The results for the year ended December 31. 2008, include riVe months of herhage JPMorgan Chase & Co. only re.sults and seven months of combined JPMorgan
Chase &Co. and Bear Stearns results.

(b) Average and period-end VaRs were less ihan the sum of the VaRs of its market risk components, which is due to risk offsets reSulting from portfolio diversification.
The diversification effect refl~ the faC! that the risks were not perfectly correlated. The risk of aportfolio of positions IS therefore usually less than the sum of the
risks of the positions themselves.

(cl Designated as not meaningfUl ("NM') becalae the mmimum and maximum may occur on different days for different risk components, and hence it is not meaningful
to compute a ponfolio diversification effect.
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The 99% confidence level trading VaR includes substantially all
trading activities in 16 Beginning in the fourth quarter of 2008, the
credit spread senSItivities of certain mortgage produet5 were in­
cluded in trading VaR. This change had an insignificant impact on
the average fourth quarter VaR. For certain other produet5 included
in the trading VaR, particular risk parameters are not fully captured
•- for example, correlation risk. Trading VaR does not include: heid­
for-sale funded loan and unfunded commitments positions (how­
ever, it does include hedges of those positions); the DVA 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 adiscussion of MSRs and the corporate functions, see
Note 3 on pages 156-173, Note 17 on pages 222-225 and Corpo­
rate/ Private Equity on pages 82-83 of this Annual Report.

2009 VaR results (99°!a confidence level VaR)
IB's average total trading and credit portfolio VaR was $248 million
for 2009, compared with $202 million for 2008, primarily driven by
market volatility. Volatility began to significantly increase across all
asset classes from late 2008 and persisted through the first quarter of
2009. From the second quarter of 2009 onwards, volatility in the
markets gradually declined; however, the impact of the volatile
periods was still reffected in the 2009 VaR numbers.

Spot total trading and credit portfolio VaR as of December 31,2009,
was $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
nents, from S108 million, or 36% of the sum of the components in
the prior year. 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 (99% confidence level VaR)
To evaluate the soundness of its VaR model, the Firm conduet5
daily back-testing of VaR against daily IB market risk-related
revenue, which is defined as the change in value of principal trans­
actions revenue (excluding private equity gains/(losses)) plus any
trading-related net interest income, brokerage commissions, un­
derwriting fees or other revenue. The daily IB market risk-related
revenue excludes gains and losses on held-far-sale funded loans
and unfunded commitments and from DVA. The following histo­
gram illustrates the daily market risk-related gains and losses for IB
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 $160 million. The inset graph looks
at those days on which lB 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 ayear.

Daily 18 Trading and Credit Portfolio Marbt Rlsle-Related Gains and Losses
(9'1'1> Confidence Le>.eI vaR)
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The table below shows the results of the Firm's VaR measure using a95% confidence level.

95% Confidence level VaR
Total 18 trading VaR by risk type, credit portfolio VaR and other VaR

(in millions)
18 VaR by risk type:

Fixed income
Foreign exchange
Equities
Commodities and other
Diversifkation benefit to 18 trading VaR

18 Trading VaR
Credit portfolio VaR
Diversification benefit to IB trading and credit portfolio VaR

Total 18 trading and credit portfolio VaR
Consumer Lending VaR
Chief Investment Office (CIa) VaR
Diversification oonefit to total other VaR

Total other VaR
Diversification benefit to totalla and other Val{

Total 18 and other VaR

(a) Results fOf the year ended December 3i, 20OS, are not available.

VaR measurement
The Firm's 95% VaR measure above includes all the risk positions
taken into account under the 99% confidence level VaR measute,
as well as syndicated lending facilities that the Firm intends to
distribute. The Firm utilizes 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 positions utilized
as part of the Firm's risk management function within the Chief
Investment Office ("CIa") and in the Consumer Lending businesses
to provide aTotal IS and other VaR measure. The Cia VaR includes
positions, primarily in debt securities and credit products, used to
manage structural risk and other risks, including interest 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 amore com­
plete perspective of the Firm's market risk profile.

The 95% VaR measure continues to exclude the DVA taken on
certain structured liabilities and derivatives to refleet the credit quality
of the Firm. It also excludes certain aaMties such as Private Equity,
principal investing (e.g., mezzanine financing, tax-oriented invest­
ments, etc.) and balance sheet, capital management positions and
longer-term investments managed by the Cia. These longer-term
positions are managed through the Firm's eamings-at-risk and other
cash flow-monitoring processes rather than by using aVaR measure.
Principal investing activities and Private Equity positions are managed
using stress and scenario analysis.
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Year ended
Dgcembet 31

At Pecember 31, ~
2009 2008 2009

S 80 180 S 160
10 38 18
43 39 47
14 25 20

(54) (108) (91)
$ 93 S 174 S 154

21 77 52
(9) (57) (42)

$105 194 S 164
28 112 57
76 114 103

(13) (48) (36)
S 91 178 $ 124

(73) (86) (82)
S 123 S 286 S 206

2009 VaR results (95% confidence level VaR)
Spot IB and other VaR as of December 31, 2009, was S123 million,
compared with S286 million as of December 31. 2008. The decrease
in spot VaR in 2009 is aconsequence of reductions in overall riSK as
wei 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 soundness of its VaR model, the Firm conducts
daily back-testing of VaR against the Firm's market risk-related
revenue, which IS defined as follows: the change in value of princi­
pal transactions revenue for 18 and ClO (excluding private equity
gains/Oosses) and revenue from longer-term cia investments);
trading-related net interest income for IB, RFS and (f0 (excluding
longer-term ClO investments); 18 brokerage commissions, under­
writing fees or other revenue; revenue from syndicated lending
facilities 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 excludes gains and losses from DVA.
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The following histogram illustrates the daily market risk-related gains and losses for 18 and Consumer/Cia positions for 2009. The chan 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 Firm would expect to incur daily losses greater than that pre­
dicted by VaR estimates about twelve times ayear.

Dally la m omt! 1M Irsl mortOl !IIt~fli~ J)_

Dally IB and Other Martet Risk-RelJted Gains and losses
(95% Confidence Level vall)
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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 unlikely but
plausible events in abnormal markets. The Firm conducts economic·
value stress tests using multiple scenarios that assume credit
spreads widen significantly, equity prices decline and significant
changes in interest rates across the major currences. 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
cantmarket 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 utilized in one-off approvals and cross-business risk
measurement, as well as an input to economic capital allocation.
Stress-test results, trends and 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..

$39
S 37

Debit valuation adjustment sensitivity

1 Basis Point Increase in
JPMotgan Chase Credit Spread(in mi!liOl1s)

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

December 31, 2009
December 31, 2008

loss advisories and drawdowns
Loss advisories and drawdowns are tools used to highlight to senior
management trading losses above certain levels and initiate discus­
sion of remedies.
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Earnings-at-risk stress testing
The VaR and suess-test measures described above illustrate the
IOtal economic sensitivity of the Firm's Consolidated Balance
Sheets to changes in market variables. The effect of interest rate
exposure on reponed net income is also important. Interest rate
rtsk exposure in the Firm's core nontrading business activities
(i.e., asselliiability management positions) results from on-and
off-balance sheet positions and can occur due to a variety of
factors, including:

• Differences in the timing among the maturity or repricing
of assets, liabilities and off-balance sheet instruments. For
example, if liabilities reprice quicker than assets and funding
interest rates are declining, earnings will increase initially.

• Differences in the amounts of assets, liabilities and off-balance
sheet instruments that are repricing at the same time. For example,
if more deposit liabilities are repricing than assets when general
interest rates are declining, eamings will inaease initially.

• Differences in the amounts by which short-term and long-term
market interest rates change (for example, changes in the
slope of the yield curve, because the Firm has the ability to
lend at long-term fixed rates and borrow at variable or short­
term fixed rates), Based on these scenarios, the Firm's earnings
would be affected negatively by asudden and unanticipated
increase in short-term rates paid on its liabilities (e.g., depos­
its) without acorresponding increase in long-term rates re­
ceived on its assets (e.g., loans). Conversely, higher long-term
rates received on assets generally are beneficial to earnings,
particularly when the increase is not accompanied by rising
short-term rates paid on liabilities,

• The impact of changes in the maturity of various assets, liabili­
ties or off-balance sheet instruments as Interest rates change.
For example, if more borrowers than forecasted pay down
higher-rate loan balances when general interest rates are de­
clining, earnings may decrease initially.

The Firm manages interest rate exposure related to its assets and
liabilities on a consolidated, corporate-Wide basis. Business units
transfer their interest rate risk to Treasury through a transter­
pricing system, which takes into account the elements of interest
rate exposure that can be risk-managed in financial markets.
These elements include asset and liability balances and contrac­
tual rates of interest, contractual principal payment schedules,
expected prepayment experience, interest rate reset dates and
maturities, rate indices used for repricing, and any interest rate
ceilings or floors for adjustable rate products. All transfer-pricing
assumptions are dynamically reviewed.

The Firm conducts simulations of changes in net interest income
from its nontrading activities under a variety of interest rate
scenarios. Earnings-at-risk tests measure the potential change in
the Firm's net interest income, and the corresponding impact to
the Firm's pretax earnings, over the following 12 months. These
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tests highlight exposures to various rate-sensitive factors, such as
the rates themselves (e.g., the prime lending rate), pricing strate­
gies on deposits, optionality and changes in product mix. The tests
include forecasted balance sheet changes, such as asset sales and
securitizations, as well as prepayment and reinvestment behavior.

Immediate changes in interest rates present a limited view of risk,
and so a number of alternative scenarios are also reviewed. These
scenarios include the implied forward curve, nonparallel rate shifts
and severe interest rate shocks on selected key rates, These scenar­
ios are intended to provide a comprehensive view of lPMorgan
Chase's earnings at risk over awide range of outcomes.

JPMorgan Chase's 12-month pretax earnings sensitivity profile as of
December 31,2009 and 2008, is as follows.

immediate change in rates
(in millions) ;.200hp +100br> .WObe -200bp
Detember 31,2009 S(1,594) S (554) NM(a) NM(a)

December 31, 2008 S 336 $ 672 NM(a) NM(a)

(a) Down 100- and 200-basis-point parallel shotks result In a Fed Funds target
rale of lera, and negative three- and six-month Treasury rates. The earnings'
at-risk results of IIldi a low-plObamfity scenario are not meaningful.

The change in earnings at risk from December 31, 2008, results
from a higher level of AFS securities and an updated baseline
scenario that uses higher short-term interest rates. The Firm's risk
to rising rates is largely the result of increased funding costs on
assets, partially offset by widening deposit margins, which are
currently compressed due to very low short-term interest rates.

Additionally, another interest rate scenario, involving a steeper
yield curve with long-term rates rising 100 basis points and short­
term rates staying at current levels, results in a 12-month pretax
earnings benefit of $449 million. The increase in earnings 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 risk positions, particularly those that are
complex, are responsible tor identifying potential losses that
could arise from specific, unusual events, such as a potential tax
change, and estimating the probabilities of losses arising from
such events. This information is entered into the Firm's RiflE
database. Management of Hading businesses control RIFLE
entries, thereby permitting the Firm to monitor further earnings
vulnerability not adequately covered by standard risk measures.

Risk monitoring and control
limits
Market risk is controlled primariiy through a series of limits.
Limits refleer the Firm's risk appetite in the context of the market
environment and business strategy. In setting limits, the Firm
takes into consideration factors such as market volatility, product
liqUidity, business trends and management experience.
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Management's discussion and analysis

Market risk management 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 different levels of limits. Corporate-level limits
include VaR and stress limits. Similar~, 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 reported, Limit breaches are reported in
atimely 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 Risk

PRIVATE EQUITY RISK MANAGEMENT

Risk management
The firm makes principal investments in private equity. The illiquid
nature and long-term holding period associated with these invest­
ments differentiates private equtty 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 structure. Controls are in place establishing expected 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 particular product, including whether it accurate~
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 treatment with models
for similar products, and sensitivity to input parameters and assump­
tions that cannot be priced 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
tty and whether there are theoretical or competitive developments
that may require reassessment of the model's adequacy. For asum­
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
Nonstatistical exposures, value-at-risk, loss advisories and limit
excesses are reported daily to senior management. Market risk
exposure trends, value-at-risk trends, profit-and-Ioss changes and
portfolio concentrations are reported weekly. Stress-test results
are reported at least every t\"vO 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 for 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 $7.3 billion and $6.9 billion, respectively, of which $762
million and $483 million, respectively, represented publicly-traded
positions. For further information on the Private Equity portfolio,
see page 83 of this Annual Report.
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