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a. Growth of Synthetic Credit Portfolio, chart prepared by the Permanent Subcommittee
on Investigations.

b. Synthetic Credit Portfolio Daily Profits and Losses, chart prepared by the Permanent
Subcommittee on Investigations.

c. Synthetic Credit Portfolio Aggregate Profits and Losses, chart prepared by the
Permanent Subcommittee on Investigations.

d. Synthetic Credit Portfolio Risk Limit Breaches, chart prepared by the Permanent
Subcommittee on Investigations.

e. Value-at-Risk for the CIO (10Q VaR), chart prepared by the Permanent Subcommittee
on Investigations.

f. Inaccurate Public Statements on April 13, 2012, chart prepared by the Permanent
Subcommittee on Investigations.

g. Synthetic Credit Portfolio Internal Profits and Loss Reports, January-May 2012, chart
prepared by the Permanent Subcommittee on Investigations.

h. 2011 CIO Compensation vs. Investment Bank Comparables, chart prepared by the
Permanent Subcommittee on Investigations.

i. Timeline: Key Events in JPMorgan Chase Whale Trades, chart prepared by the
Permanent Subcommittee on Investigations.

JPMorgan Chase presentation slides, Chief Investment Olffice - Organization, April 2012.
[JPM-CIO-PSI 0001875-876, 879-880, 885]

Documents Related to Increasing Risk:

3.

Testimony of Jamie Dimon, Chairman & CEO of JPMorgan Chase & Co., before the
Senate Committee on Banking, Housing and Urban Affairs, June 13, 2012 (This strategy,
however, ended up creating a portfolio that was large and ultimately resulted in even more
complex and hard-to-manage risks. This portfolio morphed into something that, rather
than protect the Firm, created new and potentially larger risks.).

JPMorgan Chase/OCC internal email, dated July 2012, re: CIO: Response to Regulator
Requests on NBIA, Risk Tolerance and Follow-up VaR model questions, attaching Chief

Investment Office New Business Initiative Approval Executive Summary.
[OCC-SPI-00081611 and Excerpt of OCC-SPI-00081631]



10.

11.

12.

13.

-

JPMorgan Chase Audit Department Report, CIO Global Credit Trading (Chief Investment
Office (CIO) credit trading activities commenced in 2006 and are proprietary position
strategies executed on credit and asset backed indices.). [JPM-CIO-PSI-H 0006022-023]

JPMorgan Chase Summary of Positions (02/2011 - $4 billion; 01/2012 - $51 billion;
03/30/2012 - $157 billion). [JPM-CIO-PSI 0037609]

JPMorgan Chase internal email, dated January 2012, re: International Credit consolidated
P&L 09 Jan-2012 (Let’s review the unwind plan to maximize p I. We may have a tad more
room on rwa. Pls schedule asap.). [JPM-CIO-PSI 0000075-078]

JPMorgan Chase internal email, dated January 2012, re: Meeting materials for 11am
meeting attaching J.P.Morgan Core Credit Book Highlights, January 2012. (As of COB
16" January 2012 the CIO calculated Core Credit Book RWA was USD20.9bin; This
compares to average USD40.3bln RWA for December 2011 provided by OR).
[JPM-CIO-PSI 0000098-101]

JPMorgan Chase internal email, dated January 2012, re: Credit book Decision Table -
Scenario clarification (The fourth scenario is our Target scenario and the one we are
hoping to implement again by midyear.). [JPM-CIO-PSI 0000105-106]

JPMorgan Chase internal email, dated January 2012, re: Credit book last version, attaching
J.P.Morgan Core Credit Book Highlights, January 2012. (The trade that makes sense.).
[JPM-CIO-PSI 0000159-173]

JPMorgan Chase internal email, dated January 2012, re: update on core credit book (the
only one I see is to stay as we are and let the book simply die. That we should take some
hits because the markets might create noise in the P&L is a certain reality. Yet, the control
of the drawdown now is generating issues that make the book only bigger than notional.).
[JPM-CIO-PSI 0001223]

JPMorgan Chase internal email, dated January 2012, re: update on core credit book
(...notionals become scary and upside is limited unless we have really unexpected
scenarios. In the meantime, we face larger and larger drawdown pressure versus the risk
due to notional increases. Please let me know the course of action I should take here.).
[JPM-CIO-PSI 0001766]

JPMorgan Chase internal email, dated January 2012, re: hello, quick update in core credit...
(...we can show that we are not at mids but on realistic level. ... I went I to ISMG and

advised that we set the book for long risk carry the time for us to see whether we really
need to fight in mars.). [JPM-CIO-PSI 0001229]



14.

15.

16.

17.

18.

19.

20.

21.

22.
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JPMorgan Chase internal email, dated January 2012, re: Core book p&l drawdown and
main exposures (The current strategy doesn’t seem to work-out. ...the book doesn’t behave
as intended.). [JPM-CIO-PSI 0000221-223]

JPMorgan Chase internal email, dated March 2012, re: priorities (If we [a] ctually reduce
the book, we will not be able to defend our positions.... We need to win on the methodology
and then the diversification.). [JPM-CIO-PSI 0001219]

a. JPMorgan Chase internal email, dated March 2012 re: CIO Core Credit P&L Predict
[20 Mar]: -$39,686k (dly) -8275,424k (ytd). (...the lag in P&L is material ($600-
800M).). [JPM-CIO-PSI 0016487-489]

b. JPMorgan Chase internal email, dated March 2012 re: International Credit
Consolidated P&L Predict 20-Mar-2012 (...the lag in P&L is material ($600-800M).).
[JPM-CIO-PSI 0019474-486]

JPMorgan Chase Transcript of Call, March 2012, between Martin-Artajo and Iksil, (...that’s
why I tried sending this P&L I sent also the comments it came from Julien but I wrote it,
where I said okay you know we take this loss, we are maintaining long risk where we have
to be, the rally is on IG but guess what you know it’s lagging so much that actually we have

to show loss, and I explained that his is a lag that keeps going, that amounts to a potential
of 800 bucks....). [JPM-CIO-PSI-H 0006392-400]

JPMorgan Chase internal email, dated March 2012 re: CIO Core Credit P&L Predict [22
Mar]: +$82k (dly) -8276,990k (ytd). (Today to sold protection....).
[JPM-CIO-PSI 0016499-501]

JPMorgan Chase internal email, dated March 2012 re: CI would like to understand the

increase in positions in credit (Ina is freaking - really! Call me).
[JPM-CIO-PSI 0000410-412]

JPMorgan Chase transcript of instant message dated March 23, 2012 (Bruno Iksil: this
year for the first time, achilles started thinking i could be of use other than to make money

... just to protect the whole group but here is the loss and it become too large and this is
it....). [JPM-CIO-PSI 0001240-246]

JPMorgan Chase transcript of instant message dated March 23, 2012 (Bruno Iksil: ...I am
going to be hauled over the coals *** you don’t lose 500M without consequences...).
[JPM-CIO-PSI-H 0006438, 450-464]

JPMorgan Chase internal email, dated March 2012 re: Tranche Plan (Now that we have the
new RWA increase, Ina would like to discuss the forward plan for reduction. She does not
want any trades executed until we all discuss it.). [JPM-CIO-PSI 0001267]




23.

24.

25.

26.

27.

4-

JPMorgan Chase internal email, dated March 2012, re: synthetic credit — crisis action plan
(Clearly, we are in a crisis mode on this.). [JPM-CIO-PSI 0001220-222]

a. ‘London Whale’ Rattles Debt Market, April 6, 2012, Wall Street Journal.
b. JPMorgan Trader’s Positions Said to Distort Credit Indexes, April 6, 2012,
Bloomberg.

JPMorgan Chase internal email, dated April 2012, re: Credit (A bit more than we thought).
[JPM-CIO-PSI-H 0002276]

JPMorgan Chase internal email, dated April 2012, re: Net positions vs. average trading
volumes (The below table shows that CDX.1G.9 net position for CIO is $82.2bio, which is
approximately 10-15 days of 100% of trading volume based on the Im avg volume
published by JPMorgan Research. ITX.9 net position for CIO is $35bio, which is
approximately 8-12 days of 100% trading volume based on the 1m avg volume.).
[JPM-CIO-PSI 0001026-027]

OCC internal email, dated May 2012, re: CIO call with Mike Brosnan (They took up a
strategy to reduce their make believe voodoo magic “Composite Hedge”....).
[OCC-SPI-00021602-04]

Documents Related to Hiding Losses:

28.

29.

30.

31.

32.

Grout Spreadsheet, March 12-16, 2012. [JPM-CIO-PSI-H 00002812]

JPMorgan Chase internal email, dated March 2012, re: update on Core PNL (The
divergence has increased to 300 now). [JPM-CIO 0003475]

JPMorgan Chase internal email, dated March 2012, re: Synthetic Book - URGENT
(Option B: we settle with the IB ... and will have an impact on P/L that could be as large as
- 350MM.). [JPM-CIO-PSI 0000416]

JPMorgan Chase internal email, dated April 2012, re: update (...if we exclude very adverse
marks to our book the potential loss due to market moves or any economic scenario ...
would not exceed ... - 200 MM USD....). [JPM-CIO-PSI 0001429]

a. JPMorgan Chase transcript of call between Julien Grout and Bruno Iksil, dated March
16, 2012 (I can’t keep this going, we do a one-off at the end of the month to remain
calm. *** [don’t know where he wants to stop, but it’s getting idiotic.). [JPM-CIO-
PSI-H 0003820-822]

b. JPMorgan Chase transcript of instant message dated March 16, 2012 (it is now 1000 for
month end? ouch well that is the pace).

[JPM-CIO-PSI-H 0003815]



33.

34.

35.

36.
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c. Transcript of Audio Recording Produced to the Permanent Subcommittee on
Investigations, call between Javier Martin-Artajo, Ina Drew, and Gina Serpico. undated
(likely April 2012) (Ms. Drew: It’s absolutely fine to stay conservative, but it would be
helpful, if appropriate, to get, to start getting a little bit of that mark back.). [JPM-CIO-
PSI-A 0000076.wav]

d. JPMorgan Chase transcript of call between Javier Martin-Artajo and Alistair Webster,
dated May 8, 2012 (So then when, if we roll forward to March, if the front office marks
had migrated ... to the aggressive side, most of them, not all of them, to the aggressive
side, but they 've also migrated from either mid to somewhere close to being at the, you
know, the bounds of the bid or offer.). [JPM-CIO 0003631-636]

JPMorgan Chase internal email, dated April 2012, re: CIO Core Credit P&L (10 Apr]:
-85,711k (dly) -$626,834k (ytd) (Daily P&L: -85,710,991 *** (Daily P&L: -
$394,735,120). [JPM-CIO 0003570-576]

a. JPMorgan Chase internal email, dated April 2012, re: Credit Index and Tranche Book
(...CIO FO marked their book at the most advantageous levels....).
[JPM-CIO-PSI-H 0006636-639]

b. JPMorgan Chase internal email, dated April 2012, re: URGENT :.: Huge Difference for
Itraxx & CDX (The desk marked the book at the boundary of the bid/offer spread....).
[JPM-CIO 0003582-3587]

JPMorgan Chase internal email, dated April 2012, re: Collateral Disputes (This isn’t a
good sign on our valuation process.... I am going to dig further.).
[JPM-CIO-PSI-H 0000108-109]

JPMorgan Chase internal memorandum, dated May 2012, re: Firm’s review of the
valuation of its CIO EMEA credit portfolio in light of the current market conditions and
dislocation that occurred in April 2012. [JPM-CIO-PSI-H 0006730-747]

Documents Related to Disregarding Limits:

Overview and Organization:

37.

38.

39.

J.P. Morgan slide presentation, Market Risk Limits, March 2012. (Business Unit must take
immediate steps toward reducing its exposure to be within the limit, unless a One-off
Approval is granted by all Grantors and Grantees of limits.) [OCC-SPI-00117682]

Document prepared by Bruno Iksil, including excerpts of JPMorgan Chase internal emails
December 2011 - March 2012. [JPM-CIO-PSI 0021879-917]

JPMorgan Chase internal email, dated May 2012, re: information needed (...please find the
CIO excessions attached.). [JPM-CIO-PSI-H 0000627-636]



VaR Models and Limits:

40. JPMorgan Chase internal email, dated January 2012, re: JPMC Firmwide VaR - Daily
Update - COB 01/09/2012 (Pat’s model is in line with the 70 VAR and has a much better
explanation for these changes. Hopefully we get this approved as we speak.). [JPM-CIO-
PSI 0000093-097]

41. JPMorgan Chase internal email, dated January 2012, re: Breach of firm var (Below please
find details of the VaR limit breach. The VaR increase is driven by Core Credit (tranche)
in EMEA. The VaR has increased steadily since the end of December as positions in
CDX HY on-the-run indices have been added to the portfolio to balance the book, which
has been taken longer risk....). [JPM-CIO-PSI 0000141-145]

42. JPMorgan Chase internal email, dated January 2012, re:CIO var (FYI. Dual plan ..... as
discussed keep the pressure no our friends in Model Validation and QR.). [JPM-CIO-PSI
0000151]

43. JPMorgan Chase internal email, dated January 2012, re: CIO VaR heads up and update
(Importantly, for the same COB 26 January, the “new/full revaluation methodology* shows
VaR decreased ($1.3MM) from 70.8mm to 69.5mm. I estimate that this would make CIO
global VAR closer to $76 MM vs. the currently reported number >8115. We anticipate
final approval on Monday and that the *new methodology should become the official firm
submission from Monday, for 27 Jan COB.* Limit issues should therefore cease beginning
from Monday.). [JPM-CIO-PSI0000177-178]

44. JPMorgan Chase internal email, dated January 2012, re: draft of the MRG review of the
HVAR methodology for the CIO core credit books (Operational Risk - The VaR
computation is currently done off spreadsheets using a manual process. Thus it is error
prone, and not easily scalable. *** ACTION PLAN: CIO should re-examine the data
quality and explore alternative data sources. For days with large discrepancies between
dealer marks and IB marks, the integrity of the data used for HVAR calculation should be
verified. *** Please go ahead with the implementation of the new HVaR methodology for
the CIO credit books.). [JPM-CIO-PSI 0000187-191]

45. JPMorgan Chase internal email, dated April 2012, re: CIO VaR (FYI - we discovered an
issue related to the VAR market data used in the calculation which we need to discuss.
This means our reported standalone var for the five business days in the period 10-16th
April was understated by apprx $10mm.). [JPM-CIO-PSI 0001205]

RWA, CRM and Optimization:

46. JPMorgan Chase internal email, dated December 2011, re: RWA - Tranche Book (7he
estimates of reductions will be: Model reduction QR CRM (ackno[w]ledged already) 5
[billion] Pat estimate);, Model reduction QR VAR 0.5 [billion] (Pat estimate);, Model
Reduction QR Stress 1.5 [billion] (Pat estimate)). [JPM-CIO-PSI 0000032-034]



47.

48.

49.

50.

51.

52.

-

JPMorgan Chase internal email, dated March 2012, re: CIO CRM results (We got some
CRM numbers and they look like garbage as far as I can tell, 2-3x what we saw before.).
[JPM-CIO-PSI 0000338-339]

JPMorgan Chase internal email, dated March 2012, re: New CRM numbers ... (With their
new model, QR is reporting that we have a stand alone CRM of roughly 6bn. This is

radically higher than the worst loss we see at the same confidence level; the loss we see is
far below 2bn.). [JPM-CIO-PSI 0036342-344]

JPMorgan Chase internal email, dated March 2012, re: CIO CRM results (Based on our
models, though, we believe that the $3bn increase in RWA is entirely explained by a $33bn
notional increase in short protection (long risk) in your portfolio between Jan and Feb. ***
The change in notional is not correct and the CRM is therefore too high.). [JPM-CIO-PSI
0000371-372 ]

JPMorgan Chase internal email, dated March 2012, re: Optimizing regulatory capital (To
optimize the firm-wide capital charge, I believe we should optimize the split between the
tranche and index books. *** [ don’t think we should treat this as regulatory arbitrage.
Instead we should treat the regulatory capital calculation as an exercise of automatically
finding the best results f an immensely arbitrary and complicated formula.).
[JPM-CIO-PSI 0011025-026]

a. Excerpt from transcript of audio recording produced to the Permanent Subcommittee on
Investigations, call between Anil Bangia and Patrick Hagan, dated March 21, 2012.
[JPM-CIO-PSI-A 0000089]

b. Excerpt from transcript of audio recording produced to the Permanent Subcommittee on
Investigations, call between Anil Bangia and Patrick Hagan, dated March 21, 2012.
[JPM-CIO-PSI-A 0000090]

c. Excerpt from transcript of audio recording produced to the Permanent Subcommittee on
Investigations, call between Peter Weiland and Patrick Hagan, dated March 21, 2012.
[JPM-CIO-PSI-A 0000091]

JPMorgan Chase internal email, dated April 2012 (We haven’t made the case of how this

book runs off and whether risk can be managed effectively ....).
[JPM-CIO-PSI 0000497]

Credit Spread Risk Metrics and Limits:

53.

54.

JPMorgan Chase internal email, dated January 2012, re: there is more loss coming in core
credit book (I reckon we have another 50M coming from CDX exposure. The guys have a
huge skew trade on and they will defend it as much as we do.). [JPM-CIO-PSI 0001225]

JPMorgan Chase internal email, dated February 2012, re: Csbpv limit - please read (We
have a global credit csbpv limit. It was set up at the initiation of the credit book.
Unfortunately we have been breaching for most of the year. *** [ have no memory of this
limit. In any case it need to be recast with other limits.). [JPM-CIO-PSI-H 0002936]



55.

56.

57.
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JPMorgan Chase internal email, dated February 2012, re: CIO Global Credit spread BPV
limit breach-COB 02/09/2012 (Since mid-January CIO has been in breach of its global

csbpv limits, driven primarily by position changes in the tranche book.).
[JPM-CIO-PSI 0001823-825, 832]

JPMorgan Chase internal email, dated April 2012, re: CIO DAY 1 (CIO’s 10% CSW by my
group’s model estimate is long 245mm of risk, their own models (run by Weiland) quote
$145mm. I don’t understand the difference in the models and don’t know how good a
measure of risk 10% CSW is for their book. But I spoke to Ashley and we agree that 10%
CSW has been trending up for CIO, by either their model or ours.).

[JPM-CIO-PSI 0000449]

JPMorgan Chase internal email, dated May 2012, re: CSBPV History (Early in 1012 net
CSBPV increased dramatically as IG positions were added and offset between HY and IG
grew.). [JPM-CIO-PSI-H 0000810-811]

Documents Related to OCC Oversight:

38.

59.

60.

61.

62.

63.

64.

OCC internal email, dated January 2012, re: CIO Quarterly Meeting (The MTM Book is
decreasing in size in 2012.). [OCC-SPI-00004695]

OCC internal email, dated April 2012, re: CIO deck ([H]ave you still been getting the CIO
deck? Idon’t recall seeing it lately.). [OCC-00004720]

JPMorgan Chase/OCC email, dated April 2012, re: materials for Fed/OCC/FDIC call at
noon today, attaching Synthetic Credit Book Review for Briefing by CIO to OCC.
[OCC-SPI-00009712-724]

JPMorgan Chase/OCC email, dated April 2012, re: CIO January 2012 valuation memo and
metrics (Apologies for not distributing the February valuation work. I just sent the
February and March reports.). [OCC-00004735-736]

JPMorgan Chase/OCC email, dated April 2012, re: Quick questions pp 4 and 5 of
yesterday’s presentation (I believe there is modest long credit risk sensitivity to the
portfolio now.). [OCC-SPI-00023815]

OCC internal email, dated April 2012, re: JPM CIO / IG9 “whale” trade (JPM’s CIO has
been using a synthetic credit (credit derivative) portfolio since 2007. It was initially set up

to provide income to mitigate other significant credit losses that would surface under a
broad credit stress scenario.). [OCC-000012521-523]

JPMorgan Chase/OCC email, dated April 2012, re: CIO EMR? (Does the CIO still produce
an EMR? It wasn't included in the January Treasury EMR, which is where I used to see it.

I'm looking for the balance sheet information that was in it.).
[OCC-00004723]



65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.

9.

JPMorgan Chase/OCC email, dated April 2012, re: Info on VaR, CSBPV, and stress status
and limits (We are working on a new set of limits for synthetic credit and the current CS01
will be replaced by something more sensible and granular.). [OCC-SPI-00022340-341]

OCC internal email, dated April 2012, re: Weekly Market Summary period ending 4/13
(The Whale issue is considered closed-email went out to Senior Management yesterday.).
[OCC-SPI-00023057-060]

OCC internal email, dated April 2012, re: Weekly Market Summary period ending 4/20
(For the second consecutive week, CIO is breaching its $1.0bn stress limit....).
[OCC-SPI-00023753-755]

OCC internal email, dated May 2012, re: CIO Synthetic Position (Doug Braunstein and
John Hogan called to provide an update on the CIO position. *** Current losses are
approximately $1.6 billion.). [OCC-SPI-00021853]

OCC internal email, dated May 2012, re: CIO information for Wednesday (However, 1
asked James to first, put in a request for more granular daily P&L on the synthetic credit....
Bank will likely object to this....). [OCC-SPI-00013737]

OCC internal email, dated May 2012, re: My opinion on yesterday’s meeting (I wasn’t
satisfied with the comments made about valuation process and the thresholds yesterday,
and so we have some followup here. *** In addition to reserve, there were likely problems
with the thresholds themselves. *** Valuation was one of the things Hogan said they are
looking at.). [OCC-00005302-304]

OCC internal email, dated May 2012, re: J.P. Morgan Chase (We received a lot of
pushback from the bank, Ina Drew in particular, regarding our comments. In fact, Ina
called Crumlish when he was in London and “sternly” discussed our conclusions with him
for 45 minutes. Basically she said that investment decisions are made with the full
understanding of executive management including Jamie Dimon.). [OCC-00001746 ]

Morgan Chase/OCC email, dated May 2012, re: CIO P&L reporting (We'd like to get the
synthetic credit P&L for the past five weeks broken out on a least a weekly basis.). [OCC-
00004759]

OCC internal email, dated May 2012, (Does not add up. Collateral dispute of 3700 mil.
versus a double digit reserves amount?). [OCC-SPI-00009335]

OCC internal email, dated May 2012, re: Not Getting CIO daily P&L after only one day (I
got one CIO daily P&L distribution and then didn’t yesterday.). [OCC-00004540]

OCC handwritten notes, dated May 2012, re: SBC Staff Briefing (JPMC transactions at
issue involved an effort to hedge the bank’s credit risk. Hedging credit risk is not
uncommon, and if done properly, reflects sound management risk.). [PSI-OCC-10-000001]



76.

77.

78.
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OCC internal email, dated May 2012, re: CIO call with Mike Brosnan (I told Mike B that
the Joe Sabatini emails with selected position information were sent by the bank after
initial OCC and FRB enquiries. We concluded the information was pretty much useless, as
it did not tell us what was happening risk wise.). [OCC-SPI-00021628-631]

OCC internal email, dated May 2012, re: cio var change (Here are a few comments from
the days preceding the synthetic credit VaR model change that became effective 1/27/12.
Note the reduction of CIO VaR by 44% TO $57mm.). [OCC-SPI-00021932]

OCC internal email, dated June 2012, re: 2" Wilmer Call (I then followed with a question
relating to what I described as mismarked books to which Hogan forcefully stated JPM
books were not mismarked; leaving both Elwyn and me left puzzled over how a collateral

dispute could be resolved by agreeing to the counterparties marks, without admitting your
own marks were incorrect.). [OCC-SPI-00071386]

Documents Related to Misinformation Investors, Regulators and the Public:

79.

a. JPMorgan Chase internal email, dated January 2012, re: JPMC - COB 01/19/2012 (The
impact of the new VaR model based on Jan. 18 will be a reduction of CIO VaR by 44%
to 857mm.). [JPM-CIO-PSI 0002457]

b. JPMorgan Chase internal email, dated January 2012, re: JPMC 95% 10Q VaR - Limit
Excession Notification (COB 1/19/12) (...reduction of CIO VaR by 44% to $57mm.).
[JPM-CIO-PSI 0001890]

c. JPMorgan Chase internal email, dated January 2012, re: APPROVAL NEEDED: JPMC
95% 10Q VaR One-Off Limit Approval (...reduction of CIO VaR by 44% to $57mm.).
[JPM-CIO-PSI 0004660-661]

d. JPMorgan Chase internal email, dated January 2012, re: APPROVAL NEEDED: JPMC
95% 100 VaR One-Off Limit Approval (Jamie Dimon: I approve.)

[JPM-CIO-PSI 0001337-338]

e. JPMorgan Chase internal email, dated January 2012, re: : JPMC Firmwide VaR - Daily
Update - COB 01/26/2012 (...reduction of CIO VaR by 44% to $57mm.). [JPM-CIO-PSI
0003346]

f. JPMorgan Chase internal email, dated January 2012, re: : JPMC Firmwide VaR - Daily
Update - COB 01/26/2012 (...reduction of CIO VaR by 44% to $57mm.). [JPM-CIO-PSI
0003715]

g. JPMorgan Chase internal email, dated January 2012, re: : JPMC Firmwide VaR - Daily
Update - COB 01/26/2012 (A CIO model change is planed to go in this week-end. New
VaR methodology approved (and now the same methodology as IB) reduces standalone
Credit VaR by approx $30 mio.). [JPM-CIO-PSI-H 0001675]

h. JPMorgan Chase internal email, dated January 2012, re: JPMC - COB 01/27/2012 (The
Firm’s 95% 100 VaR as of cob 01/27/2012 is $108mm of the $125MM limit, a
decrease of $53mm from the prior day’s revised VaR, driven by CIO (implementation of
newly approved VaR model for synthetic credit).).

[JPM-CIO-PSI 0001339]



80.

81.

82.

83.

84.

85.

86.

87.

88.

89.

90.
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JPMorgan Chase internal email, dated February 2012, re: CIO Business Review Materials.
[JPM-CIO-PSI 0001940-942, 1949-951, 1958-961, 1963]

J.P.Morgan Directors Risk Policy Committee - CIO 2012 Opportunities and Challenges,
March 2012. [JPM-CIO-PSI 0015015-018, 023]

JPMorgan Chase Audit Department Report, dated March 2012, Audit Rating: Needs
Improvement. [JPM-CIO-PSI 0009289-296 ]

JPMorgan Chase internal email, dated April 2012, re: Jamie’s fine with this (Here are some
revised points based on your comments.). [JPM-CIO-PSI 0000543-544]

a. JPMorgan Chase internal email, dated April 2012, re: CIO (Post December as the
macro scenario was upgraded and our investment activities turned pro risk, the book
was moved into a long position.). [JPM-CIO-PSI 0000539]

b. JPMorgan Chase internal email, dated May 2012, (WHAT HAPPENED?).
[JPM-CIO-PSI 0001212-214]

JPMorgan Chase internal email, dated April 2012, re: Synthetic Credit Summary (In Q4, we
decided to neutralize the risk profile of this book.). [JPM-CIO-PSI 0001588-589]

JPMorgan Chase internal email, dated April 2012, re: Deliverable for meeting tomorrow
(Doug had the question of why we just didn’t reduce the HY position to reduce our risk
rather than going long the IG 9 (we discussed carry (ie associated p&l)....). [JPM-CIO-PSI
0001646-647]

JPMorgan Chase internal email, dated April 2011, re: Credit risk limits (This is the
governance used in the IB control what is currently going on in CIO. We (obviously) need
to implement this in CIO as soon as possible.). [JPM-CIO-PSI 0001086]

JPMorgan Chase internal email, dated April 2012, re: Single names CDS basis relative to
1G 9 CDS - URGENT update (the market is quiet today. To[o] early to tell but so far about
flat P/L. The tension has stopped now. The bank’s communications yesterday are starting
to work.). [JPM-CIO-PSI-H 0002340, 342]

JPMorgan Chase internal email, dated April 2012, re: April 2012, re: updated (We are
working on Jamie’s request for Correlation of the credit book against the portfolio....).
[JPM-CIO-PSI 0001077078]

JPMorgan Chase internal email, dated April 2012, re: synthetic credit information for April
13 earnings call, including SCP P&L scenarios. [JPM-CIO-PSI 0001701-709]
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JPMorgan Chase internal email, dated April 2012, re: Synthetic Credit Materials (The way
that we at CIO have book-run the Core Book to balance the negative carry cost of High
yield Book overtime has been using Investment Grade strategies that gave us some carry or

buying optionality (or both)....). [JPM-CIO-PSI 0001100-106]

JPMorgan Chase internal email, dated April 2012, re: If asked about London / CIO and
Volcker (We do not believe that our activity in any way goes against the law as passed by
Congress, nor the spirit or proposed rule as written.). [JPM-CIO-PSI-H 0002418]

JPMorgan Chase internal email, dated April 2012, re: CIO (Doug and I asked that the first
day. Answer was it most “efficient” way to do it. I would say they just wanted to improve
the carry on the book by selling protection and taking in some premium.). [JPM-CIO-PSI
0001753-757]

Excerpt from April 13, 2012, JPM - Q12012 JPMorgan Chase & Co. Earnings Conference
Call [JPM-CIO-PSI0001151-160]

JPMorgan Chase internal email, dated May 2012, re: 10-Q call - Buyside and sellside
comments (2) (Have a lot of contacts in Washington who said this is going to be a big deal
for Volcker, need to manage this in DC because the hit there is going to be a lot bigger
than the hit on earnings). [JPM-CIO-PSI 0017754-758]

JPMorgan Chase & Co. Business Update Call, 10-May-2012.

Correspondence from Douglas L. Braunstein, Vice Chairman, JPMorgan Chase & Co. to
the Permanent Subcommittee on Investigations, dated February 4, 2013 (...my statements
on April 13 regarding those hedging characteristics were references to the portfolio’s
design and historical performance as a hedge. [ was not commenting on the hedging
effectiveness of the portfolio as of April 13.). [PSI-JPMC-35-000001]

Report of JPMorgan Chase & Co. Management Task Force Regarding 2012 CIO Losses,
January 16, 2013.
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Growth of Synthetic Credit Portfolio

(In Billions)
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Source: Subcommittee chart created from data provided by JPMorgan Chase, JPM-CIO-PSI 0037609.



Synthetic Credit Portfolio Daily Profits and Losses
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Source: Subcommittee chart created from data provided by OCC spreadsheet, OCC-SPI-00000298; “Position Limit and Loss Advisory Summary
Report,” OCC-SP1-00134902. Numbers do not reflect restated P&L figures. :



Synthetic Credit Portfolio Aggregate Profits and Losses
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Synthetic Credit Portfolio Risk Limit Breaches
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Source: Subcommittee chart created from data provided by JPMorgan Chase, JPM-CIO-PSI 0000628.



Value-at-Risk for the CIO (10Q VaR)
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Inaccurate Public Statements on April 13,2012

* Risk Managers: “All of those positions are put on pursuant to the risk management
at the firm-wide level.”

_»  Regulators: “[A]ll those positions are fully transparent to the regulators.”

* Long-Term Decisions: “All of those decisions are made on a very long-term
basis.”

* Hedging: “[W]e also need to manage the stress loss associated with that portfolio
... S0 we have put on positions to manage for a significant stress event in Credit.
We have had that position on for many years ....” |

!
z
==
=
~
by

*  Volcker Rule: “[W]e believe all of this is consistent with what we believe the
ultimate outcome will be related to Volcker.”

 Source: 4/13/2012 “Edited Transcript JPM - Q1 JPMorgan Chase & Co. Earnings Conference Call,” JPM-CIO-PSI 0001151. - e



Synthetic Credit Portfolio
Internal Profits and Loss Reports
January — May 2012 |

Trading Trading .

Date | Daily P&L | YID P&L Date | DailyP&L | YIDP&L Daily P&L Daily P&L YTD P&L Daily P&L YTD P&L
3.Jan| -$2331403|  -$2,331,403| +| ‘1-Feb| 511,899,066] -$88468,701 $15,808,609| -$153,233,146 1| 2-Apr| $11,615,112] -$707,057,081 -$794,944| -$2,132,563,367
4-Jan| -$9.405151] -$11.736,554]" 7| 2-Feb| -$2,476245 -$90,944,946 -$878,902| -$154,112,048/° 3-Apr| -$10,407,844| .-$717,464.925 -$52,404,248| -$2,184,967,615
5-Jan| $11,489,045 -$247,509|:7|  3-Feb $800,677| -$90,144,269| - -81,171,999 4-Apr| -311,100,155| -$728,565,080( " -$91,590,554| -$2,276,558,169
6-Jan| -$6,118207| -$6365716|.7| 6-Feb| -$3,633327 -$93,777,596 . $3,161,395] -$149,778,654 5-Apr|  -$9,517,665| - -8738,082,745) * -$103,250,854| -52,379,809,023

-$58,065,892| -$2,437,874,915

o 10-Apr| -$415,342,049| -§1,153,424,794
$1,154,204| -$147,359,734|~1| 11-Apr| -$6,301,198| -§1,159,725,992
-$4,565,697| -$151,925431| | 12-Apr]  -$4,809,755| -$1,164,535,747
-$838,406 -$152,763,837| 1| 13-Apr| -$50,629,714 -$1,215,165,461
-$55,325| -$152,819,162[7:| - 16-Apr| -$37,415,502| -$1,252,580,963::
-$3,654,838| -$156,474,000 17-Apr|  $9,948,665| -$1,242,632,298
-$730,181] -$157,204,181 18-Apr| -$28338553| -$1,270,970,851|"
-$3,864,759| -$161,068,940/= | 19-Apr| -$29,239,630| -$1,300,210,481}:
19-Mar|  -$3,368,891| -$164,437,831|-/| 20-Apr| -$32,236,022| -$1,332,446,503!;
20-Mar| -$43,553,294| -$207,991,125| | 23-Apr| -5161,148,061| -$1,493,594,564}"
21-Mar| $701,825| -3207,289.300| ;| 24-Apr| -$81,602,918| -$1,575,197,482
22-Mar] -$1,786,282| -$209,075,582| " | 25-Apr| -$187,629,766| -$1,762,827,248" "
23-Mar| -$12,555,383| -$221,630,965| 7| 26-Apr| -$162.235,258| -$1,925,062,506]"
26-Mar| -$32,426,419| -$254,057,384 27-Apr|  §15,364,325| -$1,909,698,181/ %
27-Mar| -$44,740,604| -$298,797,988 30-Apr| -$222,070,242| -$2,131,768,423)
28-Mar| -$50,685464] -3349,483,452 .
29-Mar| -$49,996,238| -$399,479,690
30-Mar| -$319,192,503| -$718,672,193]'

9.Jan| -88,161,497 -$14,527,213|F 7-Feb -$749,985| -$94,527,581 $1,264,716| -$148,513,938 -

10-Jan| -$1,147,064| -$15,674,277|*"| = B-Feb| -823,773,934| -$118,301,515
11-Jan $223,462| -$15450,815): | 9-Feb| -$4,114971| -$122.416,486- "
12-Jan| -$3,552,588| -$19,003,403|°%| 10-Feb| $1,044270 -$121,372,216|>
13-Jan| -5$1,328,679| -$20,332,082 "_i’ii' 13-Feb| -$5,029,818] -$126,402,034,
16-Jan| -$1,474.654| -$21,806736)%=| 14-Feb| -$1,756,535| -$128,158,569
17-Jan $538245 -$21,268,491["""| 15-Feb| -$3,310361| -$131,468,930
18Jan| $1,531279| -$19,737.212|%| 16-Feb| $2,787,722| -$128,681,208
19-Jan| -$2,497,903 0% 17-Feb $151,612| -5128,529,596
20-Jan| -$5,824,024 20-Feb $1,402( -$128,528,194];
23-Jan| -$14,937,654 21-Feb| -$3,647,248| -$132,175,442
24-Jan| -$18,663,381 22.Feb| -$5258735| -$137,434,177):
25-Jan| -$5,349,602 23-Feb| -$1,144,086| -$138,578263| %"
26-Jan| -$1,609,067 24-Feb| -$5248,999| -$143,827,262|%
27-Jan| -$3,637,880 27-Feb| -$7,575,866| -$151,403,128):
30-Jan| -3$22,790,129 28-Feb| -$2,894,309| -$154,297,437|
31-Jan| -$5,320915 ~$100,367,76775.: 29-Feb| -$14,744,318| -$169,041,755|*

-$195.248,051| -$2,633,122,966
-$108,126,095| -$2,741,249,061
-$36,461,805| -$2,777,710,866
-$570,159,849| -$3,347,870,715
-$227,592,775| -$3,575,463,490
-$119,236,467| -$3,694,699,957

SUOREBNSIAU] W0 3aJ1 UI03q NS JUNEWIa ]

Source: Subcommittee chart created from data provided by OCC spreadsheet, OCC-SPI-00000298. Numbers do not reflect restated P&L figures.
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Timeline: Key Events in JPMorgan Chase Whale Trades

Nov. 2006 Bank authorizes Chief Investment Office (CIO) to trade credit derivatives.

2008 Synthetic Credit Portfolio (SCP) acquires its name.

2009 As financial crisis eéses, SCP earns $1 billion.

2010 OCC examines CIO investment portfolios; SCP is not explicitly mentioned. OCC requires
documentation of investment decisions; Ina Drew criticizes OCC intrusiveness.

2011 Over 2011, SCP’s notional size increases tenfold from $4 billion to $51 billion.

Nov. 2011 SCP makes $1 billion credit derivatives bet for gain of $400 million. _

Dec. 2011 Bank & CIO managers decide improving economy lessens need for credit protection.

Jamie Dimon instructs Ina Drew to reduce the CIO’s Risk Weighted Assets (RWA).

Dec. 22, 2011

CIO traders propose reducing RWA, in part, by manipulating models. CIO quantitativé
head Pat Hagan develops CIO models that artificially lower SCP risk results.

Jan. 6,2012

SCP trading breaches CS01 risk limit; breach continues and increases until CIO risk
metrics are overhauled in May.

Jan. 16-20,2012

SCP trading causes four-day breach in bankwide VaR; breach reported to Jamie Dimon.

.. | Jan. 23,2012 Dimon and Chief Risk Officer John Hogan approve a temporary bankwide VaR limit
' -increase to end the breach; told a new CIO VaR model will reduce CIO’s VaR by 44%.
Jan. 27, 2012 CIO names SCP for the first time in a routine VaR report to OCC.

New VaR model approval is rushed through and drops CIO’s VaR overnight by 50%.

Late Jan. 2012

SCP losses escalate. CIO traders begin mismarking SCP values to minimize losses.

Mr. Dimon orders bank to stop giving daily CIO profitloss data to OCC; OCC objects;
Chief Financial Officer Doug Braunstein restores data, angering Mr. Dimon.

Late Jan. 2012

CIO trader Bruno Iksil gives presentation showing SCP lost $100 million in January and
could lose $300 million more; proposes “trades that make sense” -- buying more longs to
offset losses and reduce RWA.

OCC holds standard quarterly meeting with CIO; told SCP would be reduced.

Feb. 2012

Over February, SCP loses another $69 million. .

Mar. 2, 2012

Comprehensive Risk Measure (CRM) used to calculate RWA indicates SCP could lose up
to $6.3 billion in 2012, in worst case scenario. CIO risk manager calls result “garbage.”

Mid-Mar. 2012

Julien Grout, SCP trader, keeps 5-day spreadsheet showing reported SCP values deviated
from midpoint prices by over $400 million. Trader Bruno Iksil calls SCP’s booked values
“idiotic” and calls SCP book “more and more monstrous.”

Over two weeks, CIO traders 'acquire $4O billion more in multiple long credit derivatives,
in what OCC called “doubling down” on an already losing trading strategy.

Mar. 20, 2012

Traders Iksil and Grout report internally $40 million loss, largest SCP loss to date, and a
$600-800 million “lag” in SCP book, but Ina Drew says she did not read the email.

Permanent Subcommittee on Investigations
- EXHIBIT #1i




Timeline: Key Events in JPMorgan Chase Whale Trades

Mar. 23, 2012

Ms. Drew orders “phones down” and stops SCP trading.

SCP trading breaches CSW10% limit; it continues until risk metrics overhauled in May.

Mar. 29, 2012

SCP trading breaches CIO Stress Loss limit, which is tested weekly, through April.

Mar. 31, 2012

At quarter end, SCP’s notional size triples from $51 billion to $157 billion, and SCP flips
from net short to net long. Total quarterly losses reported internally as nearly. $719 million.

CIO London office head Achilles Macris says he’s “lost confidence™ in his team, SCP has'
moved into “crisis mode.”

Apr. 5, 2012

After media inquiries, bank prepares talking points that SCP is a “hedge” and regulators
were “fully” informed of trades, but then drops both words from talking points.

Apr. 6, 2012

Bloomberg and Wall Street Journal report whale trades by JPM CIO office in London.

Apr. 9, 2012

Senate confirms new Comptroller of the Currency, Thomas Curry.

Regulators have first meeting with JPM on whale trades; bank downplays any problem.

Apr. 10, 2012

CIO traders report internal SCP daily loss of $6 million, then 90 minutes later, different
credit derivative values leading to a loss of $400 million.

Apr. 11, 2012

--Bank’s chief spokesman, Joe Evangelisti, quoted saying whale trades were a “hedge” of
bank’s overall risk.”

--To prepare for earnings call, bank executives receive SCP presentation showing, in a
financial crisis, SCP would not offset bank losses, but lose $250 million. SCP also lost
money in 3 negative credit scenarios, showing it wasn’t hedging bank’s credit risks.

Apr. 13,2012

Bank executives learn SCP positions are huge & hard to exit; SCP reports $1.2 billion loss.
Bank files 8-K form previewing first quarter earnings and holds earnings call.

--Bank CEO Jamie Dimon calls whale trade stories “a complete tempest in a teapot.”
--With respect to SCP, Chief Financial Officer Doug Braunstein says:

--“All of those positions are put on pursuant to risk management at the firm-wide level.”

--“[A]ll those positions are fully transparent to the regulators” who get “information on
those positions on a regular and recurring basis as part of our normalized reporting.”

-- “All of those decisions are made on a very long-term basis.”

- —-“[W]e also need to manage the stress loss associated with that portfolio ... so
we have put on positions to manage for a significant stress event in Credit.”

--“[W]e believe all of this is consistent with what we believe the ultimate outcome will
be related to Volcker.” :

8-K filing discloses CIO’s VaR results, but not the January change in CIO’s VaR model.

Apr. 19,2012

OCC inquires for first time about CIO breaches, including CS01 breach of over 1,000% for
71 days. CIO Chief Market Risk Officer, Peter Weiland, tells OCC that risk limit will be
replaced with something more “sensible” in the future.

2




Timeline: Key Events in JPMorgan Chase Whale Trades

Apr. 27,2012

Bank’s Chief Risk Officer John Hogan dispatches Ashley Bacon, his deputy, to London
CIO office to analyze SCP.

May 4, 2012 Bank calls OCC Examiner-in-Charge Scott Waterhouse to disclose SCP loss of $1.6
billion; internally, losses were reported to be $2.3 billion.
May 9, 2012 Bank meets with OCC; Chief Risk Officer John Hogan denies SCP books were mismarked,
' despite collateral valuation disputes.
May 10, 2012 Bank’s Controller validates SCP marks, even though the marks were $512 million off the

midpoints, were “aggressive,” consistently favored the bank, and minimized SCP losses.

Bank files 10-Q form finalizing first quarter earnmgs and holds business update call. Mr.
Dimon discloses:

--SCP in much worse shape than disclosed a month earlier.
—-SCP lost $2 billion in second quarter. (Internally, losses reported as $2.8 billion.)

-=“[T]he synthetic credit portfolio was a strategy to hedge the Firm’s overall credit
exposure.... We’re reducing that hedge.” Calls SCP a hedge 8 times during call.

--“In the first quarter, we implemented a new VAR model, which we now deemed
inadequate. And we went back to the old one, which had been used for the prior
several years, which we deemed to be more adequate.” 10-Q filing does not
clearly disclose that same information.

May 11, 2012

Internally, bank reports SCP daily loss of $570 million, its largest; no public disclosure.

May 14, 2012 Bank fires London CIO personnel: Achilles Macris, Javier Martin-Artajo, Bruno Iksil.
Ina Drew, CIO head, retires from JPMorgan Chase.
.| June 2012 Bank discloses SCP has lost $4.4 billion.
July 13,2012 Bank restates first quarter profits, disclosing additional SCP losses of $660 million.
Fourth quarter OCC issues six Supervisory Letters with 20 Matters Requiring Attention involving CIO.
Dec. 2012 SCP losses for the year total $6.2 billion. SCP has been dismantled, with most credit
7 derivatives transferred to JPMorgan Investment Bank. :
Jan. 2013 Bank releases management task force report on whale trades.

OCC issues Cease and Desist Order requiring JPMorgan Chase to take corrective actions.

Prepared by U.S. Senate Permanent Subcommittee on Investigations, March 2012.
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Chief Investment Office — Direct Reborts

Ina Drew
- Chief Investment Officer
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Internatlonal Chlef Investment Offlce
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'CIO RISK MANAGEMENT TEAM |
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Testimony ofjamie Dimon
Chairhan & CEO, JPMorgan Chase & Co.
Before thé US Senate Committee on Banking, Housing and Urban Affairs
. Washington, D.C.

June 13, 2012

Chairman Johnson, Ranking Member Shelby, and Members of the Committee, | am appearing today to

~ discuss recent losses in a portfolio held by JPMorgan Chase’s Chief Investment Office (CIO). These losses
_have generated considerable attention, and whlle we are still reviewing the facts, | will explaln

- everything | can to the extent p055|ble ’

JPMorgan Chase’s six lines of business provide a broad array of financial products and services to
individuéls,(small and large businesses, governments and non-profits. These include deposit accounts, .
loans, credit cards, mortgages, capital markets advice, mutual funds and other investments. .

What does the Chief Investment Office do?

Like many banks, we have more deposifs than loans — at quarter end, we held approximat'e!y $1.1.
trillion in deposits and $700 billion in loans. ClO, along with our Treasury unit, invests excess cash in a
portfolio that includes Treasuries, agencies, mortgage-backed securities, high quality securities,
corporate debt and other domestic and overseas assets. This portfolio serves as an important source of
liguidity and maintains an average rating of AA+. It also serves as an important vehicle for managing the
assets and liabilities of the consolidated company. Inshort, the bulk of CIO’s respons:blhty is to manage
an approximately $350 billion portfolio in a conservative manner.

Whlle CiO's primary purpose is to invest excess liabilities and manage long-term mterest rate and
currency exposure, it also maintains a smaller synthetic credit portfolio whose original intent was to
protect — or “hedge” — the company against a systemic event, like the financial crisis or Eurozone
situation. Among the largest risks we have as a bank are the potential credit losses we could incur from
the loans we make. The recent p’rbblems in ClO occurred in this separate area of C10’s responsibility:
the synthetic credit portfolio. This portfolio was vdesigned to generate modest returns in a benign credit
eﬁvironment and more substantial returns in a stressed environment. And as the financial crisis

unfolded, the portfolio performed as expected, producing income and gains to offset some of the credit
josses we were experiencing.

What Happened?

in December 2011, as part of a firmwide effort in énticipation of new Basel capital requirements, we .
instructed CIO to reduce risk-weighted assets and associated risk. To achieve this in the synthetic credit
portfolio, the CIO could have simply reduced its existing positions; instead, starting in mid-January, it
embarked on a complex strategy that entailed adding positions that it believed would offset the existing
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ones. This strategy, however ended up creating a portfolio that was Iarger and ultlmately resulted i in. '
even more complex and hard-to-manage risks.

This portfolio morphed into something that, rather than protect the Firm, created new and potentially
larger risks. As a result, we have let a lot of people down, and we are sorry for it.

What Went Wrong?

. We believe now that a series of events led to the difficulties in the synthetic credit portfolio. Among
them: ‘

s (lO’s strategy for reducing the‘syn'thetic credit portfolio was poorly conceived and vetted. The .
strategy was not carefully analyzed or subjected to rigorous stress testing within CIO and was rot
reviewed outside CIO. '

_* In hindsight, CIO’s traders did not have the requisite understanding of the risks they took. When the
positions began to experience losses in March and early April, they incorrectly concluded that those
losses were the result of anomalous and temporary market movements, and therefore were likely to
reverse themselves.

e The risk limits for the synthetic credit portfoho should have been specific to the portfolio and much
more granular, i.e., only allowing lower limits on each specific risk being taken.

* Personnelin key control roles in CIO were in transition and risk control functions were generally
ineffective in challenging the judgment of CIO’s trading personnel. Risk committee structures and
processes in.ClO were not as formal or robust as they should have been. '

e (IO, particularly the synthetic credit portfoho should have gotten more scrutiny from both senior
management and the firmwide risk control function.

Steps Taken

In response to this incident, we have taken a number of important actions to guard against any
recurrence.

e We have appointed new leadership for CIO, including Matt Zames, a world class risk manager, as the
Head of CIO. We have also ihstalled a new CIO Chief Risk Officer, Chief Financial Officer, Global
Controller and head of Europe. This new team has alréady revamped ClO risk governance, instituted
more granular limits across CIO and ensured that appropriate risk parameters are in place. ’

e importantly, our team has made real progress in aggressively analyzing, managing and reducing our
risk going forward. While this does not reduce the losses already incurred and does not preclude
future losses, it does reduce the probability and magnitude of future losses.

e We also have established a new risk committee structure for ClO and our corporate sector.

» We are also conducting an extensive review of this incident, led by Mike Cavanagh, who served as
the company’s Chief Financial Officer during the financial crisis and is currently CEO of our Treasury
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& Securities Services busin;éss. The review, which is being assisted by our Legal Department and

outside counsel, also includes the heads of our Risk, Fiﬁance, Human Resources and Audit groups.

Our Board of Directors is independently overseeing and guiding these efforts, including any
“additional corrective actions.-. ' ‘

¢ When we make mistakes, we take them seriously and often are our own toughest critic. In the
normal course of business, we apply lessons learned to the entire Firm. While we can never say we
won’t make mistakes — in fact, we know we will = we do believe this to be an isolated event.

Perspective

We will not make light of these losses, but they should be put into perspective. We will lose some of our
shareholders’ money — and for that, we feel terrible — but no client, customer or taxpayer money was
impacted by. this incident.

Our fortress balance sheet remains intact: as of quarter end, we held $190 billion in equity and well
over $30 billion in loan loss reserves. We maintain extremely strong capital ratios which remain f_ggi_rl
excess of regulatory capital standards. As of March 31, 2012, our Basel | Tier 1 common ratio was
10.4%; our estimated Basel Il Tier 1 common ratio is at 8.2% — both among the highest levels in the
banking sector.’ We expect both of these numbers to be higher by the end of the year. '

All of our lines of business remain profitable and continue to serve consumers and businesses. While
there are still two weeks left in our second quarter, we expect our quarter to be solidly profitable.

In short, our strong capital position and diversified business model did what they were supposed to do:
cushion us against an unexpected loss in one area of our business.

While this incident is embarrassing, it should not and will not detract our employees from our main
mission: to serve clients — consumers and companies — and communities around the globe.

® Injust the first quarter of this year, we provided $62 billion of credit to consurmers.

e Over the same period we provided $116 billion of credit to mid-sized companies that are the engine
of growth for our economy, up 16% year on year.

e For America’s largest companies, we raised or lent $368 billion of capital in the first quarter to help
them build and expand around the world.

e We are one of the largest small business lenders and the leading Small Business Administration
lender in America, providing $17 billion in credit to small businesses in 2011, up 70% year on year. In
the first quarter, we provided over $4 billion of credit to small businesses, up 35% year on year.

e Even in this difficult economy, we have hired thousands of_new employees across the country—over
61,000 since January 2008. We also have hired nearly 4,000 veterans over the past two years, in -

* On June 7%, the Federal Reserve Board issued proposed Basel i rules, and we will be reviewing these ratios under the proposal.
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addition to the thousands of veterans who already worked at our Firm. We founded the “100,000
Jobs Mission” — a partnership with 45 other companies to hire 100,000 veterans by the year 2020.

. Recently, we launched a groundbreaking and consumer-fnendly reloadable card - Chase qumd -
that offers customers financial control and flexibility.

* And over the past three years, in the face of ,signiﬁcant economic headwinds, we made the decision
not to retrench — but to step up — as we did with markets in turmoil when we were the only bank
willing to commit to lend $4 billion to the state of California, $2 billion to the state of New Jersey

' and $1 billion to the state of lllinois. :

Ali of these activities come with risk. And just as we have remained focused on serving our clients, we
have also remained focused on managing the risks of our business, particularly given today’s
considerable global economic and financial volatility.

Last, | would like to say that in the face of these recent losses, we have come together as a Firm,
acknowledged our mistakes,; and committed ourselves to fixing them. We will learn from this incident
and my conviction is that we will emerge from this moment a stronger, smarter, better company.

- Thank you, and I'd welcome .any guestions you might have.



From: Mclnerney, James A : S ' )
To: : Dianne.Dobbeck@ny.frb.org; Waterhouse, Scott; Waterhouse (Regulator), Scott X; Sullivan, Michael;

Crumiish, Fred; cneedham@FDIC.gov; Oarya@FDIC.gov; Arya(ReguIator) om; ]yao@fdlc gov
cc: Genova, Diane M.; Gunselman, Gregg B; Hill, Erin
Sent: : 7/24/2012 8:08: 37 PM
Subject; ClO: Response to Regulator Requests on NBIA, Risk Tolerance and Follow-up VaR model questions
Aftachments: ClO Risk Appetite 2010 FINAL.PDF; CDS amendment CDS Residential MBS-doc.zip; Credit &

Equity-pdf.zip; NBIA Amendment_| TRAXX_CMBX-doc.zip; NBIA_am_Sov_CDS -doc.zip

CONFIDENTIAL
As requested, please see our response to your quesfions on NBIA, Risk Tolerance and the VaR Model:

1) NBIA: Attached is the NBIA for the CIO relating to Credit and Equity Capabiiity in NA and EMEA. The approval
document lists the Initiative Sponsors, the Key Contacts and the Working Group members. There are emails attached
to the document evidencing the individual approvals. Also attached are the approvals for additional activities within
CIO: Sovereign CDS Trading, Credit Default Swaps referencing Residential Morigage Backed Securities and Credit
Default Swaps referencing Markit CMBX index. : ‘

2) Risk Tolerance: Attached is the presertation made to the RISK Workmg Group on September 16, 2010.

3) Follow up to Var model questions: Patrick Hagan will attend a meeting with you tomorrow and is prepared to give
oral answers to your questions relating the VaR model.

* Kind regards,

Jim Mclnerney
Vice President & Assistant General Counsel
JPMorgan Chase Bank, N.A.
Mortgage Banking Legal Department -
237 Park Avenue
- New York, New York 10017
Direct: [212] 622- 0560
james.a. ernev se.co
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: _ Chief Investment Office .
' New Business Initiative Approval
. ' - Executive Summary

Name of Initiative Credit and Equity Capzhility

| Portioliofs)/Region(s) NA/ EMEA

Tmitiative Sponsor - Achilles Macris, Andy Pauemes
Initiative Approver .
Brief initiative Description

CIO needs broad product capability/expertise to dynarpically aflocate
capital and invest across asset classes, as well as to effectively manage
Tesidual exposures created by the Firm's operating businesses. The key
areas where CIO needs to initfally build out :ts pm&uct capahility are i
Credit & Equitigs.

Economic Rationai for
Proceeding . Credit:

B The Fion has Jarge cyclical exposure to credit, which is the single |

-~ largest risk concentration from the operating businesses, .

B Credit exposure and eapital are increasingly fimgible (Rasel IT).

B CIO to add credit capsbilities to menage macro overlay programis
similar to inferest rates, mortpages, and foreign exchange.

: - | Equity: | ‘
' . Provides CIO with capability to opportumistically alloeate eapital 1
. ' ; equities to: '
B Refine and target existing masro views,

B Complement ClO’s existing pruduct capability in construcung
macto hcdgcs over the econommic cycle.

Key Changes From Current

Activity Credit:

A CJO currently has very limited credit capébility, mainly being confined to
yield enhaneement strategies, This inftative will provide the platform to
bunild CIO’s capab:hrv in order to allow CIO to managc corporate credit
expostres and diversify its asset classes.

Equity:
Redacted by the |
Permanent Subcommittee on Investigations
. Changes to Operational ' ' ‘
Processes CIO will rely on the Bquity Derivatives Group (EDG) support model. This
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will be determined and governed by a Service Lével Agraemént. CIO will
retain ownership of balance sheet substantiztion.

. Key Risk Issnes - .
¥ : CIQ will be reliant upon the EDG tinddle office broccssmg and
| confirmation activity. This will be addressed via SLA between CIO and

EDG smport.

Risk Rating (1, 2 or 3) .
: % - Medium _

New products and sysiaems. to CIO, but riot to the Firm
Priority Rating (A, B or C) A-High
Other Significant Information i
Target Laonch Date
Date Authorized to Proceed with
Deveiupment

Gmdance.

Tnitiative Approver: authorizes initiative development, agrees the nitiative lamnch and pnont:zes initiatives for -
‘development. The initiative approver should be a direct report of the CIO.
Initiative Sponsor: the Sponsor ¢hould typically be a Portfolic Manager,

Ris:k Rating is based on incremental risk and materiality of risk change:
_ ~ High Risk — significant incremental risk - new business for the avea, significant residual risk after risk management,
. manua]]y intensive environment, considerabic legal exposure, cross border issucs, sigmificsmt effort for Regulator
- apptaval, Infrastritcture under stress, major investment of capitz], significant balance sheet fmplication
2 — Medium Risk — moderate incremental risk - multiple risk wntml areas are affected requiring cross discussion about
the risks and epcrational considerations.

3 — Low Risk — little incremental risk - implementation of a vanilla initiative requmng the invelvement of several nsL
control areas whire only minor concerns are anticipared.

BANK PROPRIETARY AND/OR TRADE INFORMATION OCC-SPI-O(.JOS'ESB 1
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o - JPMorganChase £

Chief Investment Office
New Business Initiative Approval
Proposal

Credit & Equity Capability

' Tnitatve Spomsor Achilley Macis,
. o| 10 .E?J.V P Andy Panzures j

’ Key Contact , o Roger Kibbie-White,
: Alison Giovannetti, ,
Bratdon Konigsberg,

Bonmie Kindler,

z : Jason Hughes
" | Date Authorization to Develop Received '
Target Launch Date

BANK PROPRIETARY AND/OR TRADE INFORMATION OCC-SPI—00081631
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. Table of Countents

' 1. Proposal Summary
i Warking'(}muﬁ & Approver List
3. .Iniﬁati-va()verview -
4, Trade & Legal Entity Flow
5 Market Risk/VCG/Credit Risk
6. Finance - Accounting
7. Fin a'nce l-uvRegu]atory Capital
8. Finance - COIlt‘.FDIS
9. T&O - Technology
10. T&O " Operations
. Ty & Tax
..1.2. Légal
13, Compliance
14. Funding
- 15, Audit |
Appendixt: CFIC épeculaﬁve Position Limits
Appéndix 2 Non&tati_stit_:al Lumts
Appendix 3: Systerﬁ Architeptufe

Appendix 4: Equity Sector Index Futures
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1. Proposal Summary

. . | Name of Initiative . Cre:‘.lit' and Equity Capability
b Fartiolio(s) Regions(s) " NAI EMEA
| Initiative Sponsor Achiilles Mactis, Andy jm—
Tuitiative Approver-
Bricl Initiative Deseription

CIC needs broad product capability/expertise to dynapmcally aflocate
capital and Jnvest actoss asset classes, as well as to effectively manage |
residual exposures created by the Firm’s operating businesses. The key
arcas where CJO needs to brild out its product capability are in Credit &
Equities. .

Economic rationale for proceeding
’ Credit:

M The Firm has large cyclicsl exposure to eredit, which is the single
" largest risk concentration from the operating businesses.
B (Credit exposure and capital are increasingly fimgible (Basel ID).
W CiO 1o 2dd credit capabilifies to manage macro overlay programs
similar to interest rates, mortgages, and foreign exchange.

' ' . Provides CIO with capability to oppum:msﬁcaﬂy allocate capital to :
' : equities to:
' ) B Refine and target existing macro views.

W Complement CIO’s existing product capability in constructiog
mecro hedges aver the economic cycle.

Key changes from current activity
. Credit

CIC currently has very limited eredit capability, mainly being confined
to yield crhancement strategies. This initiative will provide the platform
to build CIO’s capability in order to allow CJIO o manage corporate
|- properties and divcr31fy its asset classes, ;

| Equity:

Redacted by‘ the .- 1
Permanent Snbcommittee on Investigations

s

' . , Key Risk issues : ] '
! CIO will be reliant upon the EDG middle office processing and
_confirmation activity. This will be addressed via SLA botween CIO and
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EDG support.

Risk Rating (1, 2 or 3)

2 - Medium

| Newproducts and systems to CJO, but pot to the Firm

Priority Rating (A, B or C) A -High
Processing Location .
Main systems impacted STS, FYRAMID
Other LOB’s or Legal Entitics Bank and Whitefriars Inc.
Tmpacted
Operational impact Amticipated
(include anticipated volumes and key _ Monthy Vols
capagity metrice) | Credit Indices: Traxx, CDX etc. 80

. Credit default swaps : : 4(_)

Qs s e R

. Redacted By

| .
Permanent Subcommittee on Investigations
. Other significant infnrmatiﬁn

Regulatory approvals required

Balance Sheet usage

Other Policies impacted

Additional Headcount Required

4 traders — 2 in EMEA , 2 in New York
2 FTE cost allocation froi Equity Derivatives group
2 CIO Middle Office FTE , 1 m EMEA , 1 in New York

Date authorized to proeeed with
development

Target Launch Date

Late April

Key Contact far questions

Roger Kibblo-White, Alison Giovamett, Brandon Konigsberg, Bonmie
Kindler, Jason Hughes

Person responsible for Post
Irplementation Review

BANK PROPRIETARY AND/bR TRADE INFORMATION
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2. Working Group and Approvers
“Stakeholder Area Working Group Signature . Agreed Date Approved
- Member(z) Completion Date *
Business Sponsorship ) %
Ciabal Head Inz Drow
Global CFO Joz Bonocore
Fartfaiio Manzger (Tnitiative Sponser) Achilics Macris, Andy
‘ d - Fanzures
Regional CFO Brandon Konigsberg,
Reger Kibble-White,
b Celvig Lag
T&0 Manager Alison Giovanncth, Phil
- Lewis
Risk Control Areas
Market, Risk, Grodit Risk & VCG Bols Rupp, Fiona Longmauir
Finanee « Accounting Mark Alldn, Allister *
Iofficy, David Alexander
Regglatory Capital Keith Enfielo/Mark Weber
Firience - Controls .| Efiiot Honeyfield, Nancy
Dennéry
T&Q — Technology Joe Colman, Nick Wood
T&LO - Operations Alison Giovanaett, Bonnje
Kindler, Tom.Maure
T=x Mark Frediani
| Legal . Carclyn Monros-Koatz
Complisnce Coiln Barrisan, Bob Cole .
Funding Frederie Mowchel
Audit Bill McManus, Saily
Russell
(rther as appropriate
Senjor Country Officer
. |_Lega! Entity CFO/SFO Ablister Jeffioy

*Gigm-OTf are contained in a sepsrate #le distriboted with fhis destment
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a. Initiative Overview

. i, Initiative description, economic justification, strategic fit, growth forecasi, cxpected volume, cﬂpaci&"liw‘fs
fi, Business Rationale including marke! opportunities and risks

Please see Executive Summary,

Proposed initial pfu'du::t list:
. Credit:
- = Credit Indices: iTraxx, CDX ste. — sce below for indices

—  Credit default swaps (not o corporats names) - see below for indices
~. Options on Credit Indices— ses below for mdices. ‘

For EMEA, Options on Credit indices are dependent ypon the build out of credit proa’um within
Pyramid Equities, scheduled for Muaylhme 2006, ond sﬁau!d not be traded until this
zmplemmanon is conmplete.

Tndites: _

Eutope: Iraxs, USA: CDX, Japan: Ttraxx

Components:

- — Xover Syr
: — Hivel 5 yr
. : — MainIG5y
' ' —  MainIG 10yr
~  Financial Sub Index 5 yr
—  Financial Sub Index 10 yx

- Optons on:

Kover 5 ¥T
— HivolS yr
MainIG 3 yr

‘Equif;'y:

Redacted by the
Permanent Subcommittee on Investigations

el it

BANK PROPRIETARY AND/OR TRADE INFORMATION OCC-SPI-00081631



B5/22/2888 15:32 2128346550 .. cm PAGE B9/38

4. Trade & Legal Entity Flow -

1. Include an end 1 end product flow diagran Incliding external resoutess tilized

. Pyramid * 8Ts . *  Genera] Ledger

—  Client facing trade captured in Pyramid

- Trade scttled through TS '

— Confirmation penerated through XDG a subset of TS _ :
—  Pyramid auto generates a back fo back trade between the Bank and JP Morgan Whitefiiars Inc. -
~  Pyramid auto feeds TPMCB and JP Morgan Whitefriars Inc General Ledger

- Client risk recorded in IMPCB

~  Trade risk recorded in JP Morgan Whitcfriars Inc

fi. List legal entities impacted

¥

Street —*  Bak

Wlﬁteﬁ'iars Inc

- YLondon Branch (trades back-to-back fhrongh the branch)
— NY Branch (trades back-to-back throngh the branch)
— TP Morgen Whitefriars Inc, (ultimate repogitory of the risk)

BANK PROPRIETARY AND/OR TRADE INFORMATION OCC-SPI-00081631
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A Market Rlsk.ﬂ?a]uatl on CuntroliC‘redlt Risk
. ) Market stk _
' The initial product slate s:
Credit (85mm VaR lmit):
—  Credit Indicies
~  Credit default swaps
= Options on credit indices

Equity ($10mm VaR Hmif):

e e T

| i
: : Redacted by ine

Permanent Subcommittee on Investigations !

The Business has, to date, operated under a regional limits jnfrastructire therefore it may be necessary to
realign the hierarchy fo be more reflective of a global risk framework by asset class. This will require
developmental work from the VARS MO and the risk reporting tearns.

Equities trading:

.- B Redacted by the

Permanent Subcommittee on Investigations

_ Credit trading:

Credit trading 1§ eqsentxaily a new business and therefore reqmrcs a new limits infrastructure comprising
‘both VaR and non-statistical measures such as 10% credit spread widening, csbpy or default exposure.

Ideally CIO should clone the Credit Hybrids version of Pyramid and utilize the “Trevor™ database to ensure:
(1) index exposures are fed on a decomposed name-by-name basis for more accurate VaR computation and
tar feed the Single Name Position Risk monitoring process,

(if) options can be appropriately handled (the Equities version does not support credit options) -

CIO will also need o clone the separate PCM feed from Trevor for regulatory capital purposes. -

Tt 75 understood that owing to systems copstraints the Credit Hybrids functionality within Pyramid will not
be available for use by CIO until May/June 2006. CIO should therefore refrain from uodertaking
credit options trading until thic ime. Since the Equmities version of Pyramid is the only platform available
then there will be 2 number of short-coriings, namely:

a) no decotrposed index feed

b) o SNPR feed

¢) reliance on the Pymmd model for computing VaR {(in which credit data is understood to be dubious)

: CIO will need to additionally clone the PCM feed for regulatoty eapital purposes and should ensure that the
. televant credit products are set up accordingly.

BANK PROPRIETARY AND/OR TRADE MORLJATTON OCC-SP1-00081631
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Given the deficiencies of the Pyramid Bquities version for the credit trading activity, MVAR would insist
| ' - thatin the event the required systems development docs not occur by end of F1°06 new activities must sbup
. _ and the CIO Risk Committes must evaluate how to proceed.

7 Vuluation Contral -

CIO is not a market maker and uvses the- Investment Bapk’s nisk and valuation systemns to transact ifs
products. As such CIO is & price taker using ptices and valation inputs controlled and detepnined by the
miarket making businesses of the bank. CI0’s Vahiation Control Group cootdinator will ensure that where
pricing adjustments ate idemtified from the month end price test process for market making groups in the

Investment Bank, that where CIO hold t‘ne garne positions the adjustmcnts are elso discussed with/applied to
CIO, ; ;

Credit trading:

The only candidates for rescrves are credit spread cpﬁoné which may qualify for Unobservable Parameter
Reserves depending on the size and type of positions held, Index CDSs tend not to ineur reserves, however,

if the business were to ventwre into single name space theses positions would qualify for Price Discovery,
Recovery Rate and/or Concentration reserves.

6. Finance - Accounting -

i Describe actouniing treatment o be wtilized

The instruments in the initial product slate are derivatives and ae such must be marked-tosmarket. These
. ] : itemns will be treated as trading instruments. ETF's will also be treated as trading instroments.

iL Cansfdér',ucurmtfng Fo?fqﬁ review and regulatory reporting implications
Regulatory considerations are considered m Section B below,

#i. Will the accotnting for the new praducts be performed manually or will it be awomated?

The accounting will be-automated using the ACE accounting engitie to generate enfries.
A Finance - Regulatory Capital

JP Morgap Whitefriars. Inc. has no standslone rcgu]atmy capital requirements. Positions m IP Mo:gan
Whitefriars Inc. will b:: subject o the an s regulatory capital requ:mments

i, Has this product been reviewed By regulatery reporting (US and m—US) 1o ensure that if will be reported in occardance with
regulntory reporting. reguirsments.  List any regulatory reporting requirements (US and rmn—US,l in relation fo lhe new
product and provide & description of axy requirements that dfﬁ‘erfrom GAAP,

This product been rmewad by regulatory reporting (US and non-US) to ensure that it will be repo:ted
in accordance with regulatory reporting requirements.

i For Rlskvbrm:d capital purpeses. will this praduc: be bocked wnder tradlng or bmhng book ndes and has legal and
raglrfntm;v rzpﬂmng reviewed the }:'Tl?pa sed treatment,

. For Risk-based capital purposes, this product will be booked 1mdct trading book rules and legal and
i reguiatory reportmg reviewed the pm'posed treatment. -

BANK PROPR]ETARY'AND/ORTRADE B\TFORMAITON OCC-SPI1-00081631
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Hi. W whis produet feed into npproprisie markel, coumierparty crudit and specific risk gystems (i 50, please deseribe the Jeed
. - nnmes, nternal model, risk and baoking systems, and approprime conlacts int tecknology and middle officg)? if nat, have
procedures and controls been put i place ta report it manually and who will be the contaet person for manual reporting

The following approaches will be nsed 1o feed the Firm’s specific risk systems:

~  Credit: CIO will leverage the Equity Derivatives Group’s PYRAMID infrestructere, CIO will use -
 the infrastructure to feed the Firm’s PCM model which will be used to ealeulate specific risk on the -
sredit products with the exception’ of Credit Optins which will be calculated using the following

mule:-

For option positions, lmig ot short, the risk waighted‘amauut is the poarket value of the effective
* notienal amount of the underlying instrument or mdex tultiplied by the option's delta. These are

required to be rcported on a magual template. For credit options which are NOT price based, we:

may not be able use a option delta approach (we tay need to use a notional x 8% approach). :

Equity: ” '

Redacted by the
Permanent Subcommittee on Investigations.

v z .

iv. Describe the nature of any collaicral held in relation lo this product

No specific collateral will be held =zgainst the proposed pmduots however derivative MTM
, collateralisation will be subject to nommal Firm collateral group process.

Y. .Do.cs Ihis product impact deposits and, if 50, kes r‘im been cemmun.‘carﬁf 10 regulatary rc;:anhg for paurpases of eaiculating -
approprinfe reserves.

This product does not iﬁpgat deposits,
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vi. Has any pmpect o risk wdgh.tm" agsets been identified, evalusted and cormmunicated fo rqgﬂatm}!rrcpaﬂbsg_ Ara the
. approprinie Misk welghted asset limits tn place and been reviewed by the applicable CFO?

Given the usc of approved models as detailed shove, the impact to risk weighted assets is not-deemed
to be material and can be accommodated within CIO's cxisting lioits.

'

vil. Has the methodslogy for caleulating risk weighted assets ﬁ;r VAR and specific risk been communicated and «ppmvcd by

regulatory reporting & Matke! Risk Management? Is any regﬂlmwy approval o specfic rivk madel dmlopmenr required for
. this product?

The methodelogy for caloulating risk wcighteﬁ assets for VAR and sisegi.ﬁc risk been commmmicated
and approved by regulatery reporting. The models have been approved by the regnlators and hence no
specific :egulatory approval or specific risk model developrment is required for this product,

vill. Jf'this prodicet requires risk (including general, symc;ﬁc and oounmparty) hoz tie produst been sui:mmcd 10 regulatory
reperting fo update the risk inventory lis?

The product slate ig part of the bank’s existing approved prudncts

8. Fmance Controls

b

i, Consider changes (o the controf environment including process, éonirol procedures and review
. H  Sarbones Oxley implications: uw::en}up of hew process templates, testing

. The Credit and Equity business will uliimately reside in JP Morgan Whitefriars Inc. A new operational
controls template will be created for SOX purposes specific to the Credit & Equity business and will

address all key controls. -Alse, additional control steps will be added to the “CIO CFO” SDX tetrplate
cavering this new activity,

Discreet cast centers, SPN's and. books are being estahhshed far CIO Enmpe and NewYork o mppm
and segregate the activity.

9 Té&Q - Technology

'BANK PROPRIETARY AND/OR TRADE INFORMATION OCC-SPI-00081631
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CIO New Business Initiative Approval Policy

. T : Post-Implementation Review

Section 1 - to be completed at the time of approval

Name of Initistive:
" Line of Business:

Post Implermentation Key
Contact:

Launch Approval Date:
First Transaction Date:

- Brief description of the approved initiative:

(copy from initiative summery)

18/38

List apy conditions associated with the approval, comment on open items and the timefrare for completion.

Risi{ Review Group Conditigns raised during sign off Comments

Section 2 - to be completed within 6 months of the activity going live

Addregs the following:
Is the initiative as deseribed m the proposal when it was approved?

Is the mitiative within the volumes and limits agreéd when approval was granted?

Have there been any operational errors as a result of introducing this indtiative?

What econotmic value has been rcccivéd and how dees that value compare to the initial projections?

Have there been material operational changes that were or should be docurented?

Other points of note

_Post implementation review completed by {Insett name) -
Diate : 7 . A (Tnsert date completed) i

Send commpleted copy to LGB ORM, Regional Expeditor and Audit

BANK PROPRIETARY AND/OR TRADE INFORMATION

OCC-SPI-00081631



B5/22/2068 15:32 2198346550

cIo

Credit

10% Credit Spread Widenting

CEBEY

Vega

$2ram (Total) ‘

$2mm (By Sub-Indcx e.g. itrases main, itraxx hivol}

$2mm (Total)
$2rrm (By Sub-Index)

tha (Total — t::.;}_;'nrassed in 6.4 bp ble terms)

BANK PROPRIETARY AND/OR TRADE INFORMATION

PaGE 21/38

OCC-SPI-00081631



P5/22/2888 15:32  312834E558 “c10

PAGE 25/3p
_ credit & Equity NBIA Sign-off.txt
CI0 & GFLM_- \ .
Alison € Giovannetti
20/04/2006 12:44
) To: Jason LDN Hughes/JPMCHASE@IPMCHASE, Roger X
KibbTle-white/IPMCHASE@]PMCHASE
ces i
. Subject: - Re:. Credit & Equity NBIA - sign off '
This document contains a file attachment with a Tile size of 198.2 k8.
signed off
Regards
: M?son '
T I am— ' . mmeme= = Redacted by the Permanent
GOP : § 325 8025 j _ Subcommittee on Investigations

" External : {020)

Corporate Reporting Business Advisory - Tel 212-834-9425 ce11 [
keith enfield . 5 o= .
20/04/2006 14:51

To: dason'Lnn_Hu?hes/QPMCHAse@iPMCHASE
= Roger X Kibble-white/JIPMCHASERIPMCHASE
Subject: Re: Credit & Equity NBIA

. I approve but I think Kou should make a note that non-vanilla equity
preducts (i you ever have any) and credit swaptions (which you are

B‘[ anning on trading and are not currently approved for PCM) will need to
be reported via the manual template. d

Phil Lewis

21/04/2006 13:57 o
.To: Jasen LDN Hughes/JP@CHASE@JPMCHASE
cc: Alison € Gigvannetti/JIPMCHASERIPMCHASE,
thomas. j . mauro@jpmorgan. Com@ PMCHASE ] .
Subject: . Re!: Credit & Equity NBIA®

This document contains a file attachment with a file size of 198.2 K&.
Jason - ok to sign-off.

As stated 1h +he document, néxt step is to finalise the SLAs and SOFS.
regards .

Phi

bDavid M Alexander
- 25/04/2006 14:11

) To: Jasan LDN- Hu?hes/:gPMCHASE@JPMCHASE
.‘ cc:  Roger X Kibble-White/JPMCHASE
Subject: Ra: Credit & Equity NBIA

Page 1
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. ‘ ‘ Credit & Equity NBIA Sign-off.txt
Jasqn - .

You have my approval. I traded vms with Roger - all of these positions

will be mtm in a trading book. Please revert back to me if any other types .
of pasitions are held beyond what is included in the NBIA that might
warrant different acctg, I.e. Loans or non-marketable eguity securities.

. Thanks.

Nancy E. Dennery Chief Investment office - Tel (212) 834 - 9485
Nancy E Dennery
25/04/2006 13:09

To: " Jason LON ‘Hughes/JPMCHASE@IPMCHASE
cC; | Roger X Kibble-white/IPMCHASE@IPMCHASE
Subject: Re: Fw: Credit & Equity NBIA

This document contains a file attachment with a file size of 198.2 KB.

ves, I have reviewed and sign off Ffor the controls section.

Treasury - Tel +44 20 7777 0034
Frederic Mouchel
03/05/2006 Q9:56

To: Jason. LDN. Hughes@] pmorgan . Com@I PMCHASE
et .
, Subject: . "~ Re: Credit & Equity NBIA ¢
'. This document contains a Tile attachment with a file size of 198.2 Kg.

Fine with me. S : :

Rgds
F

" Tnvestment Bank - Technology
NicheTas 35 wood
03/05/2006 17:50

TOE. Jascn LDN Hughes/BPMCHASE

. e joseph g coleman _ ‘
subject: Re; Credit & Equity NBIA

This document contains a ile attachment_w1th g file size of 199.4 kB.

- Jagon - this Tooks fine from my point of view. Off the top of my head the
areas that we need to include in the plan are:

my review of anK toals that Joe mag be deve1q?ing Cyou allude to these but
don't specify what they do or how big they will be ~ bottom of P13)
create appropriate id adwin workflows for the existing apps (Pyramd, sTS,

etﬁ} ggr the CIO staff - unless we will use thre same approvers as for EDG
ana E&H

update the BC plans for €I0 as these new systems will need to be included.
regards, |
Nick Wood

Robert 3. Cole Compliance - Tel 212/270-1554 Fax 212/270-3450
Robert 3 Cole . :

. ‘ ; page 2.
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- credit & Equity NBIA Sign-off.txt
@ 05/05/2008 20:19 - - |

To: Jason LDN Hughes/JPMCHASE@IPMCHASE
Y - - Roger X Kibble-white/JPMCHASE@IPMCHASE, Brandon
Konigsberg/JPMCHASEQIPMCHASE, Carolyh Montrae-Koatz/JPMCHASE@IPMCHASE,
Colin R Harrison/JPMCHASE@IPMCHASE =
© Subject: Re: NBIA - Compliance Section

Jason- See my comments below (in red and strikethrough), which includes
new language regarding compiiance approval required befdre trading in
credit/equity indices with Tess_than 20 names as we discussed. With these
changes, we are ok from Us Compliance perspective :

Feel free to call me with any questions.-
~ Tel (201) 595-5696 Fax (201) 595-6776

Arthur Kirshenbaum.
04/05/2006 15:48

To: jason LDN Hughes /JPMCHASEGIPUCHASE
= = Roger. X Kibble-white/IPMCHASE@IPMCHASE
subject: " Re: Fw: Cradit & Equity NBIA

Jason,

T have no further comments or guestions and approve.

Is ﬁhis e-mail sufficient or do you have a more formal process?
Arthur : .

vark Frediani
@ 55 redihis

. Tos Jason LDN Hu?hes/JPMCHASE@JPMCHASE 5
(o ol Roger X Kibble-white/JIPMCHASE@IPMCHASE
subject: Re: Fw: Credit & Equity NSIA -
This dacument contains a file attachment with a file size of 778.5 KB.

Jasan, ,

T don't have any issues. Please accept this e-mail as my sign-off.
Regards, '

Mark

Robert R Rupp ;
28/04/2006 20:49

To: achiiles 0 Macris/JIPMCHASE@IPMCHASE, Andrew
" Panzures/IPMCHASEQIFPMCHASE 5
et Ina Drew/IPMCHASE@IPMCHASE, Enricd Dalla

vecchia/IPMCHASE@IPMCHASE, Joseph S. Bonocore/JPMCHASE@IPMCHASE, Roger X
Kibble-white/JPMCHASE@IPMCHASE, Brandon Konigsberg/JPMCHASEGIPMCHASE,
Jason LON Hughes/J1PMCHASE@IPMCHASE, Fiana J. Longmuir/JPMCHASE@IPMCHASE

Subject:

Enrico, Ficna and I met to review the credit and equity NBIA and we agreed
‘to sign-off, for purpeses of the new product approval process.

 Fiona prepared a summarg of our discussion which includes a list_of
. follow-up issues (see the hottom of the attachment). More detailed
~information is included.in the MBIA document. Most of the issues are
- © Page 3
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' Credit & Equity NBIA Sign-off.txt ,
: . r'e"li':_:ed to feeds and reports that Roger/Fisna/lason and others have been

working on. In addition to those issuss, there are two items I want to
note here: : ‘ '

1. We assembled an approach to Timits that paraiiels the method used in
the IB for these products. while we are set on VAR Timits, we need to
work with you to Ti11 out the other proposed Timits (eg deita. vega,
credit events) outlined in the attachment.

2. PFls note tha system$ issues around credit options which need to be
resolved before proceeding with that product, o

Any questiuns/issueé, Tets discuss early next week, thanks
Bob R

Joseph G Coleman

CI0 / GFLM Technology - Tel 212-622-6136
25/04/2006 13:03 '

To: 7ason LDN Hughes/IPMCHASE@IPMCHASE
ces Alison € Glovannetti/IPMCHASE@IPMCHASE
Subject: .. .Re! Credit & Equity NBIA

.

Confirmed - I sign off

P ot v poneyrien
20/04/20086 10:39

To: Jason LDN Hugljhes /IPMCHASE®@I PMCHASE
- Roger X Kibble-white/]PMCHASE@IPMCHASE
subject: Re: Credit & Equity NEIA

This document contains a- file attachment with a FiTe size of 198.2'KB.

. Happy to sign off, just noticed a few grammar errors that I will advise of
| regards
El190t

LONDON BRANCH LEA LEGAL ENTITY CONTROLLERS - Tel 44 207 777 2275 Fax 44
207 777 2010 . . ; :

Mark S. Allen
09/05/2006 18:50

TO: Jason LDN ‘Hughes/JPMCHASE®IPMCHASE o

ce: Andrew Marcovitch/JPMCHASE@IPMCHASE, Arthur .
Kirshenbaum/IJPMCHASE@IFMCHASE, Dermot M walsh/JIPMCHASE@IFMCHASE, Rachel E
Laigh/IPMCHASERIPMCHASE, Madhura shah/JPMCHASE@IPMCHASE :

; subject: . Re: Fw: Credit & Equity N8IA |
This document contains a file attachwent with a file size of 778.5 KB.
Jasen, 7 ,
My sign-off is obviously deEendgnt on Rachel Leigh's approval to use the |
, Equities infrastructure. otherwise no further questions.
. ~ Regards,

Page 4
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. ' 6, credit & Equity NBIA Sign-off.txt
Mark

Roger X K1bb1e-wh1te
10/05/2006 12:10

To; Jason LDN Hughes/3 PMCHASE@IPHCHASE
{ 4

Subject: Fw: Credit & EqUﬁty NBIA
Thws duCument conta1ns a file attachment with a file size of 198.2 KkB.

Jason
- signed~off.
Thanks

-Roger

Chief Investment office Finance and Business Management - Tel
EB?Z)ZSEO 7091 or anzso 7091 Fax (852)2810-6709
nlvis Lea

. 10/05/2006 14:52

. ' To: Jason LDN Hughes,/IPMCHASEGIPNCHASE

cc: Charies K.C. Mong/JPMCHASE@IPMCHASE, Roger X
Kibble-white/IPMCHASERI PMCHASE

subject: Re: equity and Creth 1n1t1at1ves
. Hi Jason,

There is no {ssue from Asia CIO CFO perspect1ve The market risk Timits
granted are on a global basis. We are in the process of coordinating a -
separate NBI s1?n -off for Asia and will refer to the global Timits in our
assessment. s take this as my 51gnoff 3 ‘

Thanks,

Calvis -

chief Investment ¢ffice CEO/COO
Joseph S. Bonacore
. 10/05/2006 16:09

) To: Jason LDN Hughes/JPMCHASE@IPMCHASE

£ Roger X Kibble-white/IPMCHASE@QIPMCHASE, Ina
brew/3PMCHASE@I PMCHASE

subject: Credit/Equities NBIA

Approved,
Joe

chief Investment Office
Ina Drew

106/05/2006 16:19
: Page 5
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.' ' " credit & Equity NBIA Sign-off.txt

To:.  Jason LDN_Hughes/gPMCHASE@J’FMCHASE -
. ce Roger X Kibbte-white/lPMCHASE@IPMCHASE, Joseph 5.
Bonocore/IPMCHASEQIRMCHASE - G

Subject: - Fw: Credit/Equities NBIA

Approved,
Ina Drew

carolyn L. Monroe-Koatz Managing Director & Assoc. General Counsel
: caroTlyn Monroe-Koatz : : '
15/05/2006 14:59 . )
To: Roger X Kibble-white/IPMCHASEGIPMCHASE
tes ~ - L “
subject: credit and Equity Capability NBIA

Roger - can't find the mail asking me to sign off. I am signed off, but T
am going to send you Tater teday a reyised NBIA. My assistant is
inputting more material into the Legal section right how. CMK

Page 6
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A:udlt Department Report
ClO Global Credit Trading

Report Number: G-07/005

Audit Rating: g Satisfactory

Report Date: ) November 29, 2007

Audit Type: Audit

No Prior Report Explanation : First Time Review of New Business, Product or Service

Business Overview and Context

" Chief investment Office (CIO) credit trading activities commenced in 2006 and are proprietary position
strategies executed on credit and asset backed indices. Trades are executed in London and New York .
CIO has its own dedicated Middle Office, Market Risk and Valuation Control Groups (VCG), but utilizes
the IB Equities Pyramid/STS suite of applications and IB Operations groups to process, confirm and settle
the trades. '

Audit Scope
Audit reviewed the following global risk and control processes operating in London and New York:

e Trade capture processes & controls (including cancel, amends & late trades)

e Daily P&L and market risk calculation, sign off & reporting processes and controls
e  Monthly VCG valuation & reserves

e Middle Office reconciliation break item clearance & oversight

Key Findings
Based on the resulis of our evaluation and sample testing, the control environment is rated "Satisfactory”.
However, addressing the following matters will further enhance the effectiveness of control procedures:

e We noted an aged item of $500,000 (debit balance) in a suspense account. While this was identified
’ by Middle Office, month-end reconciliations did not highlight the item on a timely basis. Management
is currently determining proper disposition of the item and is strenghtening reconciliation procedures.

e  While not material to the overall year-to-date CIO P&L., we noted some calculation errors in the VCG
' price testing for September month-end. We identified 6 errors, resulting in net under-reserving of
$386,000. Management is currently in the process of adjusting the entries and implementing
additional controls over the review of calculation results.

Status
Management has agreed with the audit findings and is implementing corrective actions. No further
response is necessary.

Business Details

Level 1: Chief Investment Office

Business Executive: Ina Drew’

Level 2: Clo

Business Executive: Achilles O Macris, Joseph S. Bonocore

Permanent Subcommittee on Investigations
: EXHIBIT #5

CONFIDENTIAL TREATMENT REQUESTED BY J JPM-CIO-PSI-H 0006022




Location: ‘ New York, New York, US

Business Executive: Javier X Martin-Artajo, Phil Lewis, Roger X Kibble-White
Audit Details

Management Team Member: Hatzopoulos, Alexander X

Audit Manager: William K McManus

Auditor In Charge: Sally Russell

Detailed Findings and Management Action Plans
Issue: Suspense ltem ‘
The September month end balance on a reserve account (with a debit balance of $24.9 million) included a $ 500k
debit which appears to have been outstanding since April 2007. This had been identified at August month end by CIO
and is under investigation by Finance and Middle Office to determine disposition, including write-off if necessary. This
item arose when an unrelated brokerage adjustment item posted in May was erroneously matched as a reversal of
the April month end P&L adjustment for late trades executed after end of day. The month end reconciliation process
had failed to identify the error.

Management should contmue their investigation and‘strengthen their reconciliation procedures over this account

Action Plan

CIO agrees with the point raised and the accompanying recommendation As stated, CIO was aware of the issue and
we have already acted to strengthen our processes around this reconciliation. Specifically, pricing adjustments and
trade related adjustments (for example late trades) are now recarded in separate PYRAMID books and reconciled
discretely. Pricing reserves are also specifically substantiated against Pricing Testing results.

Target Date: 12/31/07
Issue Owner: Roger X Kibble-White

Issue: VCG Calculation Errors ,
While not material to the overall year-to-date CIO P&L, we noted some calculation errors in the VCG price testing
calculation for September month end. We identified 6 errors, resulting in net under-reserving of $386k. Details have
been provided to Management. While controls over reviewing more material differences are operating effectively,
VCG should enhance their current procedures for validating final price testing calculations,
Action Plan .
By nature VCG process for Credit Price testing is a manual operation pulling together large amounts of
information from multiple sources. Whie the errors recorded were small the size of positions in certain
strategies multiplies the effect. To avoid similar mistakes going forward ClO has instigated extra controls,
including separately recording all prices received in "soft copy” from brokers, dealers etc, a review of the
calculations and prices used by other members of the group and CIO has moved to running the process
weekly to provide on-going feedback and identify potential issues prior to month end.

CIO has also identified new sources of pnces for a number of strategies where there had prewously been
difficulty in sourcing information.

Target Date: 12/31/2007
Issue Owner: ) Phil Lewis

Not to be distributed without prior permission from Audit .
— End Report —

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. , JPM-CIO-PSI-H 0006023



ummary of Positions b ™oe

lotlonal USD Factorew Date ‘ ‘
pa el 2011-04:03 . 2.7 '3 112044-03-31 *12011:06:30 2011-09-30 2011-12-30 2012-03-30 2012-06-29

'DS_INDEX - ' 14,212,090,5632 ©18,981,099,123 44,978,685,306 17.869,281,012 17,803,320,690 99,809,214,335 i- 15,922,982 448

'DS_SINGLE_NAME ’ g . . B : - - 835,252,534

'DS_TRANCHE 10,212,156,745 - 4,820,952,252 i~ 3,021,344,404 26,371,448,362 33,283,389,737 57,268,089,380 54,604,244,782 1.

jrand Total - ' 3,999,933,787 14,160,146,870 41,957,340,902 44,240,730,375 | - 61,086,710,428 157,078,313,725. 39,516,514,867

summary-of Posjtions by Type and Series |

Jotional USD Factored Date .

fype Product Serles 20611-01-03 2041-03-31 2011-06-30 2011-09-30 2011.12-30 2012-03-30 2012-06-29

3DS_INDEX CDX.NAHY - 16,872,894,000 j- 1,014,851,500 11,932.828,500 3,114,116,500 ;- . 4,246,185,000 i~ 22,047,733,000 §- 29,913,674,000
CDX.NAIG - 17,589,506,395 - - 12,061,602,395 i- 14,121,147,985 i- 29,177,517,995 i- 9,947,825,995 62,123,218,005. 14,169,226,005
CDX.NA.IG.HVOL - . 0} 0 - - . - -
CDXNAXO - - - . - - . -
ITRAXX.EUR.FINSEN - 0i- 70,852,480 ;- 155,864,191 26,866,987 0 73,240,757 |- Y
ITRAXX.EUR FINSUB - 613,097,189 i- 1,197,677,867 - 1,861,670,893 i- 1,488,431,075 |- 2,328,273,666 |- 2,114,660,403 ;-  3,102,705,254
TRAXX.EUR HIVOL R o - ) - - R R
ITRAXX.EUR.MAIN 24,385,425,805 37,478,656,786 51,872,468,296 48,309,323,652 40,740,245,026 71,774,454,424 10,428,139,571
ITRAXX.EUR.SOVXWE - - - - - 46,665,000 R
ITRAXX EUR XOVER - 19,805,753 73,790,579 i- 1,421,626,410 i~ 1,682,545,056 i- 5,215,875,674 i- B,B80,974,448 i- 6,338,972,770
LCDX.NA ) - 4,502,113,000 i- 4,236,164,000 |- 1,266,300,000 |- 1,232,532,000 - 1,198,764,000 {- 1,164,996,000 {- 1,164 996,000

>DS_INDEX Total - 14,212,090,532 18,981,099,123 44,978,685,306 17,869,281,012 17,803,320,680 | 99,809,214,335 i- 15,922,982 448

DS_SINGLE_NAME : . - - 835,252 534

CDS_SINGLE_NAME Total i - - 836,262,534

DS, TRANCHE CDX.NAHY 9,367,799,720 8,118,656,644 10,394,268,280 13,177,165,794 12,369,757,169 14,308,175,567 15,204,533,082
CDX.NAIG - 10,810,447 157 §- 19,648,039,614 |- 13,545,590,864 {- 5,911,5654,006 {- 5,380,701,943 - 7.356,130,485 |- 9,000,333,231
ITRAXX.EUR.MAIN 8,354,776,263 3,325,954,275 1- 3,111,788,897 15,9567,364,778 23,239,155,826 47,355,169,732 45,438,160,356
LCDX.NA 3,300,027,930 3,382,476,443 3,241,766,867 3,148,472,796 3,055,178,686 2,961,884,575 2,961,884, 575

CDS TRANCHE Total 10,212,166,745 i~ 4,820,952,252 ;- 3,021,344,404 26,371,449,362 33,283,389,737 §7,269,099,390 54,604,244,782

Grand Total - 3,998,833,787 14,160,146,870 41,967,340,902 44,240,730,375 51,086,710,428 167,078,313,725 38,516,5614,867

=
E
| &
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From: Drew, Ina <Ina Drew(@jpmorgan.com>

Sent:  Tue, 10Jan 2012 17:05:41 GMT

To: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>.
CC: Macris, Achilles O <achilles.o.macris@jpmorgan.com™>

Subject: Re: International Credit Consolidated P&L 09-Jan-2012

Let's review the unwind plan to maximize p |. We may have a tad more room on rwa. Pls schedule asap.

From: Martin-Artajo, Javier X

To: Drew, Ina .

Cc: Macris, Achilles O

Sent: Tue Jan 1012:01:01 2012

Subject: RE: International Credit Consohdated P&L 08- Jan-2012

Total reserve is 30 MM . | do not think that we will have a release for sometime unless we get an opportunity .
Bruno has been unwiding some of these pastions opportunisticly . The other side of the P/L is that it has been.
somewhat costly to unwind too so net net we have actually lost a little bit of money to unwind .

From: Drew, Ina
Sent: 10 January 2012 16:17
To: Martin-Artajo, Javier X
© Cc: Maciis, AchillesO -
Subject: RE: Intemational Credit Consolidated P&L 08-Jan-2012

OK, thanks. Can you forward the schedu]e for re}eases ie: what is the release planned given the budgeted
reduction.

From: Martin-Artajo, Javier X ~
Sent: Tuesday, January 10, 2012 11:05 AM
To: Drew, Ina :
" Cc: Macris, Achifles O
Sub;ect RE: International Credit Consofidated P&L 09 Jan 2012

Management line is the release of P/L that comes from unwinding off the run positions . This is an adjustment
that was made in 2009 for iliquidity of the credit derivatives book . In a way | itis a reserve refease for iliquid
indexes . i

From: Drew, Ina

Sent: 09 January 2012 21:25

To: Martin-Artajo, Javier X

Cc: Macris, Achilles O

Subject FW: International Credit Consofdated P&L 09-Jan-2012

The management line is?? Thanks.
From: Munjayi, Tendai

JPM-CIO-PSI 0000075

Permanent Subcommittee on Investigations
EXHIBIT #7

Confidential Treatment Requested by J.P



" Sent: Monday, January 09, 2012 3:58 PM

To: EOD Credit estimate
Cc: CI0 P&L Team

Subject: Intemational Credit Consolidated P&L 09-Jan-2012

Strategic

" |Tactical

Total Core

Investments

Total Investments

Management

Total Intermational Credit:

MTM Credit P&L as at 09/01/2012

A usD 000"
Daily Est, MTD
“
Redacted By

Permanent Subcommittee on Investigations
R L T O A T SRR

Care Tactical 1,824 3,308

Tactical 2 A R 0 31
Credit Single Names - 35 161

-4 329 -30,811

T S A O P O O R ST
Redacted By

Permanent Subcommittee on Investigations
L

4068 . -1,740

Strategic

Confidential Treatment Requested by J.P. Morgan & Co.

TRR Credit P&L as at 09/01/2012

usD 000
Daily Est. MTD
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Tactical - Tactical 1 o _ 1,824 -3,306
Tactical 2 ' 0 31
Credit Single Names . 35 1861
Total Core 4329 -30,811
Investments

M
Redacted By

Permanent Subcommittee on Investigations

Total Investments

Management L : 0 20,772

Total International Credit: B o 4,068 7,740

CREDIT MARKET COMMENTARY

Synthetic Credit

Another day with very little realized volatility, and a bit more weakness, coming from European bank equities
(italian banks such as Unicredito), pushing single names, then FINSEN then iTraxx.Main index wider. Overall
levels of spreads remain very high, relatively to the recent move in convexity instruments - credit volatility was
once more very much for sale, espedially in Europe (-3pt in Traxx. Main ATM March), and longer date mezzanine
tranches are decently tighter too. US credit was wider - consolidating a bit after the recent outperformance
given the good numbers for the US economy. Cur iTraxx positions are getting hurt mostly due’to the long
overlay, and the compression between ITraxx.Main and iTraxx.Xover. In CDX.IG super senior tranches are
catching & bid - causing mezzanine tranches to tighten, hurting our positioning in this complex. In CDX.HY short
dated off the run index are decently outperforming today, causing HY curves to steepen - we are also benefiting
from higher merzanine tranches across the board.

L
Redacted By

Permanent Subcommittee on Investigations
L
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Many Thanks and Kind Regards
Tendai, .

Tendai Munjayi

Chief Investment Office

1P Morgan Chase & Co.

100 Wood St, London EC2V 7AN

Tel R +44 (0) 207 777 9424

Email &2 tendal.muniayi@ipmorgan.com

Confidential Treatment Requested by J.P. Morgan & Co. JPM-CIO-PSI 0000078



- From: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>
Sent: Wed, 18 Jan 2012 15:58:26 GMT
i Grout, Julien G <julien.g.grout@jpmchase.com>
Subject: FW: Meeting materials for 11am meeting

Importance: High

From: Perryman, Andrew X

Sent: 18 Janvary 2012 15:57

To: Serpico, Gina

Cc: Iksil, Bruno M; Martin-Artajo, Javier X; Macris, Achilles O; Hagan, Patnck S
Subject: Meeting materials for 11am meeting

Importance: High

Hi Gina,
Please find attached a copy of the meeting materials for ina's 3pm meeting thh Jav:er, Achnlles and Bruno. Any quest;ons

please do not hesxtate to give me a call,

Kind regards,

" Andy
Andrew Perryman ! JP } Chief Investment Office | 100 Wood Street, 6th Floor, London, EC2V 7AN | & Direct: +44 20 7777 1070} @
Blackberry: | & andrew.perryman@jpmorgan.com

e = Redacted by the Permanent
- Subcommittee on Investigations

Confidential Treatment Requested by J.|] EXHIBIT #8 ~ JPM-CIO-PSI 0000098
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@ The table below is the C!O International desk model’s Core Credit Book RWA summéry (Strategic + Tactical)

Core Credit Book — Current RWA Summary

m As of COB 16 January 2012 the CIO calculated Core Credit Book RWA was USD20.9bin

w This compares to average USD40 3bln RWA for December 2011 provided by QR

HistVar 86,566,113 273,746,085 3,421,826,066 5,431,270,000
‘StressVar | 189,476,958 | = - 599,178,751 7,489,734,393 17,557,570,000
CRM 802,091,005 802,991,095 10,037,388,685 18,274,000,000*

~ Total | 1,675,915,931 20,948,949,143 41,262,840,000

*Average CRM for Q4 provided

HistVar

69,252,890

StressVar

166,360,769

-JPMorgan



"09 g uebiol "4 kg peysanbey Jusuneas| |eruspyuon

‘09 '8 ISYHO NVOHOWdS

£g peisanboy jusuneas] jeluspyuo

1010000 ISd-OID-INdI™

1010000 O10-INdl

CORE CREDIT BOGOK HIGHLIGHTS

Credit book highlights

3 blocks of forward spread exposure

Main P&L components

@ -USD130mm Main »
B -USD250mm CD?( 1G
B -USD210mm CDX‘ HY

Remaining optionality: USD200-300mm on defaults

m Potential drawdown: USD100-200mm in US HY
Exp:ra’uon schedule :

= Main ITraxx S9: June 2013 (50% posmon)

| CDX IG9: Dec 2012 (40% position)

| B CDXHY10and 11: Jun 2012 and Dec 2012 (30% posmon)

Expected carry over the year with regular reduction : USDSOOmm —'500mm _

® Main ITraxx S9: 20% book RWA gross notional: USDQObln estzmated carry: USD100mm
m CDXIG9: 35% book RWA — gross notional: USD.278bln - estimated carry: USD200mm
B CDX HY10 and 11: 45% book RWA gross nottonal USD115bln estumated carry. USD10mm

B 35% reduction cost USDSSOmm (not a worst case but based on today s market depth)

JEMorgan



From: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
Sent:  Thu, 19 Jan 2012 14:01:52 GMT
To: . Drew, Ina <Ina Drew@jpmorgan.com>; W;]mot, John <JOHN. WILMOT@J pmorgan.com>

cC: Macris, Achilles O <achilles.o.macris@jpmorgan.com>; Weiland, Peter
: <peter.weiland@jpmchase.com>

‘Subject: Credit book Decision Table - Scenario clarification

Ina,

" as a follow up from yesterdays conversation regarding the tranche book | would like to further clarify the
different scenarios and assumptions for each of them . :

The first scenario is the one discussed when you were in London an is a scenario that we reduce our book to the
agreed target at year end 2012 of 20.5 Bin but the current model used by QR remains . This would need the path

.of reduction to be to reduce the RWA using a strategy that postions the book for maximum carry and would
have high trading costs and a higher risk profile so that we could have also a large drawdown .

The second scenario or Central Scenario discussed with you and John Wilmot is a scenario that we meet the year
end target by opportunistically reducing the necessary legs and optimization is used following the current QR
model guidelines and assumes that we get a reduction on the cost of capital using the new VAR . -

The third scenario is posible if we get the new mode! but we do not get diversification and we would reconsider .

The fourth scenario is our Target scenario and the one we are hoping to implement again by rhidyear .

Let me know if you want to further discuss .

Best regards

Javier

Permanent Subcommittee on Investigations

EXHIBIT

Confidential Treatment Requested by J. JPM-CIO-PSI 0000105
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Credit book Decision Table in “no diversification” assumption

Model

QR model prevails

Scenarfos and perceived feasibility
as of today

REDUCTION
{as discussed at 7th December
2011 meeting London and follow
up on Xmas)

Model applied and diversification

QR Model no diversification

Data?

No detailed data

Redgction in RWA

RWA reduced from USD 43 Bln to

Estimated Diversified RWA

Usb 20 Bln
RWA target EQY {undiversified) UsD 20 Bln
USD 20 Bln

Risk management

Systematlc reduction of the
largest legs across the book

Unwind of existing trades across

~ the board
Trading cost USD 590mm
Carry USD 400-500mm
O ptionality UsSD 0-50mm
P&L range UsD -150mm to USD -50mm
Drawdown needed UsD 300mm’

QR moadel prevails

Cl0 model prevails

Possible if approved by QR

Cl0 Model no diversification

Data available.

'RWA reduced from USD 21 Bln to |

" USD 13 Bin -

Usp 15 8ln

USD 15 Bln

Active risk reduction of the
critical legs with regards to RWA
marginals
Buying protection onIG9 10yr,
MAIN 59, HY10 7yr

USD 100mm

USD 200mm

USD 0-30mm

USD 50mm to USD 150mm

~USD 150mm

Cl0 model prevails
4

Eofep et b

JEMorgan



From:  Iksil, Bruno M <bruno.m.iksil@jpmchase.com>
Sent: - Thu, 26 Jan 2012 09:11:17 GMT

- Grout, Julien G <julien.g.grout@jpmchase.com>
Subject: PW: credit book last version

From: IksH, Bruno M.

Sent: 26 January 2012 08:31
To: Perryman, Andrew X
Subject: credit book last version

latest version for ismg.. for ur record -

ermanent Subcommittee on Investigations

Confidential Treatment Requested by J. S JPM-CIO-PSI1 0000158
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DIT BOOK HIGHLIGHTS

CORE CR

Credit book executive summary
1-The credit book has a YTD P&L -100MUSD and conveys a further 300M USD drawdown

m  ‘Where the YTD loss coming from? : ‘
2 Shortrisk HY exposure ( -50M USD) + off the run vs on the run basxs ( -ZOOMUSD)

B What would generate the drawdown ?
Further distorsion on forward spreads : -200M USD
# Rally in US HY and defaults at the same time ( as Eastman Kodak this year) : -200M USD

Which trades were done so far this year ? : sold protection in Itraxx m-ain-xoverAand CDX IG (no US HY)

- ®  Offsetting gains to the loss : new trades (+110MUSD) and carry (+40MUSD) -

2- the trades that make sense

1 The trade that makes sense : sell the forward spread and buy protection on the tlghtemng move

i Use indices and add to existing position
m  Go long risk on some belly tranches especially where defaults may realize
® Buy protection on HY and Xover in rallies and turn the position over to monetize volatility

m Staﬁ with a long risk bias and use the equity tranches on tighter spreads to optimize upside on stress.
3- Profile of the book and main scenario considered :

®  The book is iong vega short gamma ( like tactical but 15-20 time larger) : daily carry +2M

Main scenario is spread tightening : we add gamma via flatteners and sell protection

@ " The plan: buy prbtection on the way to tighter spreads

JPMorgan:
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CORE CREOIT BOOK HIGHLIGHTS

Credit book Risk Profile

1-The.credit book conveys upside on defaults in IG and a decompression trade HY vs IG
@ We are both long risk on forward spreads and carry Jump to default upside in itraxx Main 89 and CDX 1G9
® The long risk overlay in series 8 is mostly hedging short risk in US HY and Itraxx Xover '

@ We also carry a “spread basis” risk between series 9 in IG versus on the runs |G indices

2- The main P&L drivers

® The forward spreads in series 9 IG, in particular in Equnty tranches ;
@ 10M$ per Bp in Main itraxx 9
m 20M$ per Bpin CDX 1G9

m The Hy10- HY11 2yr into 2yr forward spread (wa equity tranche) versus the HY 14 5yr ( 3yr) : 1-2M$ per Bp
& A compression trade tUS HY vs US G ( 3.5M$ per BP), itraxx Xover vs itraxx Main ( 1.25M$ per BP)

3- The current strategy

m  We receive forward spreads in 1G series 9 and HY series 10-11 versus on the run spreads
@ We hedge the downside in HY defaults with an overlay short risk in HY on the runs

@ We position for cheap upside on Jump to default in high grade space within a RWA reduction plan

- JPMorgan
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CORE CREDIT BOOQK I;HGHLIGHTS

Credit book P&L story Q4 2011 till today

1-Where does the loss and potential drawdown come from7

@ The book started the year short risk long vega : spreads tighténed 20% across the board ( IG 258p HY-1258ps)
m Estimated loss on pure spread tightening & HY to IG compressron 50M USD*
B S9IGY forward spread vs on the run = 100M* USD ( pr)* '
@ HY off the run lagging on the runs ( EK) = 100M USD* ( 65bps)*

Which is current loss , which is further drawdown
M Current loss shows the spread rally mmgated by new trades : -100M USD
B Most of the drawdown will come from basis risk from Off the runs series where we have longs versus on the run
series where we have shoris

2. What triggered this loss : position unwinds and book rebalancing ?

m- In Q4 2011 : we sold out some of the biggest exposure to reduce RWA
Sold HY8 to Hy11 indices to reduce longs : 10 bin ( 60% of the jong)
# Bought back 0-3 5x10 in ng and s9 : total 400m ( 10-15% of the position)
= Sold protection on super-senior IG and sold risk in HY on the runs to cover hy11 3yr expiry

B  Markets were in high stress level and we had to keep P&L in check, thus stay short risk long vega
3- What was done this year so far? :
m  Sold protection across the board : 10BIn main, 10bin IG versus short risk 7BIn US HY

B Added flatteners : 5bin S8, 10bin ig9 to maintain the upside on defaults.

3 : . JEMorgan



¥910000 1Sd-O10-Ndr

"09 2 ISYHD NVOROWNr

"09 g ueblol "d°r Aq paysanbay jusuwizess) jenuspyuon
Ag pa;sénbea jusueal] [enuspyuo)

5910000 O19-Ndr

CORE CREDIT BOOK HIGHLIGHTS

Credit book trades that makes sense...

1-Sell protection across the G board — buy protection in HY-

B Stress levels in Europe should recede similarly to Q3-Q4 2008 between Bear stearns and Lehman
& The LTRO plus potential coming collateral criteria changes will help stabilization
g Unicredit “successful’ recap provides a temporary “floor” to bank tangible equity
@ Market players were deeply shaken and started the year very defensively

B |G creditsp’readé have been plagued by financial stress
® the memory of 2008 has triggered a deep rooted sell off in financials ‘
B Yet US banks and some european banks have made genuine efforts to clean their exposure

2- add flatteners'in IG and HY on a large credit rally

@  The deleveraging process will not stop :
‘@ Rates are very low but credit spreads are explosive
@ Banks will tier out the weak lenders in a low potential growth environment
@ HY and Xover names are the most vulnerable if growth does not pick up while rates stay low

®m The long risk exposure and the flatteners should provide'a low level of RWA versus the upside on credit events

. 3- Use belly tranches on wide spreads and equity tranches on‘tight'spreads
@ Go long risk belly tranches when spreads are wide and about to collapse

m  Go long risk equity tranches when spreads are tight, stable and about to become volatile

JPMorgan
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| Credlt book profile change proposed and main scenario..

1-The credit book has still a long vega, short gamma profsle '

@ Current carry is +2M; VAR, 60-70MUSD dly, net short risk of +200MUSD in 50%. spread widening

"B Central scenario :
| Spreads txghten another 50%, curve barely moves
B The book started the year long vega, short risk and suffered as rxsk aversion receded fast.

) What the plan is short term: sell more protectton especially in Xover and HY to maintain RWA under
check and neutralize the +/- 50% Credit spread moves scenarios
2- The target risk profile |

@ The book will step into positive gamma- long risk profile
m The upside on default will be reduced due to the long risk but remains eievated thanks to the fiatteners
8 The carry will be maintained on a constant spread baels but will diminish with spreads tightening

- @ Larger shorts will remain in Xover and HY names

3- Adverse scenarios and possible drawdowns

m Defaults show in series where we are long risk ( HY10-HY11) and not in others : this can cost 200m upfront

m The curves steepen and spreads do not tighten : this can cost another 300M.

JPMorgan

CORE CREDIT BOOK HIGHLIGHTS
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Credit book profile P&L summary table

Fwd Evolution (ldx)
CDXIG 817.06Y - =« -}, 22

Ccmpressmn effact Ralatlve Comprsssmn Bp Value
CDXHY-S1706¥ - = [ -134f .0+« ;- +27]3.5M USD
CDXIG'§17 06Y © .. " 822 BF value
ITRAXX X0 516 05Y -, C-130)° 7 8]1.25M USD
ITRAXX MN 516 05Y - - .25 -

Relatjwe performance of fwd vs OTR

CDX 1G-515 05Y. . T 28
COX1G 514 067 - - T3

|CDXIG.514+515 05Y: -30 BP Value
CDXIG'S096X5 ", .0 - |73, ., §]20M USD
ITRAXXMN §1606Y . . 1. -26 )
ITRAXXMN 816 06Y: @« " | -28 BP Value )
ITRAXX MN 809 5X6 - 27| ~1]10M USD RV
CDXHY. 817 06Y. ~ “.xl, . |¢ BP Value )
CDX HY 810 5X7 : - o 3 .»'64]1M Uuso

Fwd Ewlution (ITranches) .
ITRAXX MN S09 05Y 00-03  ]-0.44

- |CDX 13 §09.05Y 0003,

TTRAXXMN 508 10Y Q0-03 .. | 1.26] .. .

CDX G 509.10Y.00-03

COXTIY 5087505.057 16- T 5[24

COXHY-810 07Y 10-35, ~ .7 |-B6.48] 7 % 51

SKEW 5YR { as of 25/01 close)

ITRAXXIG 7.0
[TRAXX.XO -14.7
ITRAXX, HV -11.2
ITRAXX.FINSNR ~ -5.9
ITRAXX.FINSUB  -17.2
ITRAXX.SOVX.WE  -11.1
CDX.IG 8.1

. CDX,HY 1.6

Skew as of Dec30,11 CLOSE
JTRAXX.IG -9.3
ITRAXX. X0 -5,3
ITRAXX.HY . 7.2
ITRAXX.FINSNR  -11.0
ITRAXX.FINSUB  -21.6
ITRAXX.SOVX.WE -3.2
CDX.IG -9.8

CDX.HY 0.2

Cany 10.0 20.0 10.0.
New irades PrL. 70.3 110.4 | -46.1
Directionalily: -13.5 26,8
Compression 7.8 . 936

Forward Underperformance 1391 1254 640

Europe - USA
Tolal 60.5 -161.8
JPMorgan
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" Core Credit Book — Current 'RWA Summary

m  The table below is the CIO International desk model's Core Credit Book RWA summary (Strategic + Tactical)
®  As of COB 16" January 2012 the ClO calculated Core Credit Book RWA was USD20.9bin |
m  This compares to average USD43bln RWA for December 2011 provided by QR

HistVar 86,566,113 273,746,085 © 3,421,826,066 5,431,270,000
StressVar | 189476958 | 599,178,751 7,489,734,393 17,557,570,000
CRM 802,991,095 802,991,095 - 10,037,388,685 18,274,000,000*
Total | 1,675,915,931 20,948,949,143 . 41,262,840,000

*Average CRM for Q4 provided

Histvar 69,252,890
StressVar 166,360,769

JPMorgan

CORE CREDIT B0QK HIGHLIGHTS



"09 g uebiol "d'r Aq paysanbay juswieal) [enuapyuon

6910000 1Sd-OIO-INd Tl

‘02’8 ISVHO NVYOHOWNCr

_ kg paysenbay yusugess ) fenuspyuon

010000 O1O-INdr

CORE CREDIT BOOK HIGHLIGHTS

Decision Table

hiodel

QR model pravails

Seanarfos and perceived feasibility
25 of today

REDUCTION »
{as discussed at 7th December | 1ifooss
2011 meeting London and follow | s

8
4
“!ﬂj\f;

up on Xmas)
{Modet applied and diversification | QR Medel o diversification
- |oata? Ho detaited data
Reduction in RWA Rv/A reduced from S0 41 Bla to
U50 29 Bin
RWA target £OY (undiversified) USD 20 Bin
Estimated Diversified RWA USD 20 Bin
Risk management Systamatic reduction of the
largest legs across the book
Urwind of existing trades across
- the board
Trading cost USD 5%0mtn
Cany ' USD 400-500mm
Optionality B0 0-50mm
1PGL range USD -150mm to USD -50mm
Oravidown needed USo 30mm -

Eh’,’:&'. gl
w

10 model prevais

1 possible if approved by OR

"C10 Hodel o ahversfication

Data avaflable

B3 11 A redced from 050 218 o | RVAFeEEeGITo

Us 15 Bln

USD 15 Bln

USD 15 Bln

Active sk reduction of the

vcrm’ca{_legs with regards to RWA Lot

marginals.

Buying protection on 1G9 10yr,
MAIN $9, HY10 7yr

USD 100mm

USD 200mm

USD 0-50mm

USD 50mm to USD 150mm

V5D {50mm

JEMorgan
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- Credit book highlights:

CREDIT BOOX HIGHLIGHTS

CORE

" 3 blocks of forward spread exposure .
m Main ITraxx $9: 20% book RWA — gross notional: USD90bin -‘estimated carry: USD'i Obmm .‘
'm CDXIG9: 35% book RWA — gross noﬁonal: USD278bin »_esfimated éarry: USD200mm :
@ \CDX‘HY'IO and 1}1: 45% book R\NA ~ gross notional: USD115bin - estimated carry:V'USDmmm

Main P&L components

' m 35% crude reduction cost »USDSQOmm (in case we get no detail from QR‘ combutatibn)

m -USD130mm Main
@ -USD250mm CDX IG
m -USD210mm CDX HY

w Expected carry over the yearwith regular reduction : USD300mm — 500mm
®m Remaining optionality: USD200-300mm on defaults ‘
@ Potential drawdown: USD100-200mm in US HY
‘Expiration schedule © . |
| Main ITraxx S9: June 2013 (50% position)
B CDXIG9: Dec 2012 (40% position)

‘CDX HY10 and 11: Jun 2012 énd‘Dec 2012: (30% position)

10 JEMorgan
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Credit book possible paths -

QR method prevalls target RWA 20BIn

Path 1 : QR provides regular and detailed data about CRM-stress var and.var scenarios:
B Active and opportunistic reduction necessary : trading cost estlmated fo be 250M usD

Estimated carry accrued over the year 200MUSD

Potential gains from remaining convexity : 50- 150M USD

P&L range : -50MUSD to +100M USD

il

B2 B

Path2 : QR does not update (2011 scenario) : Central scenario so far
Systematic reduction necessary : estimated reduction cost 590M USD
Estimated carry accrued over the year 400-500M USD

Potential gains from remaining convekity : 50M USD

P&L range : -150MUSD to -50M USD

B

g B

B B8

Path 3 : QR grants diversification in VAR-STRESS VAR_ CRM
g P&L range to be defined '
m NO DATA or any Hint for now

m Optimisation possible
~ Trading costs 100-200M USD dependlng on scale target
- Carry flat .
— Optionality 200-300M USD

Y - ~ JPMorgan
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Credit book possible paths 2

clo method prevalls target RWA 20BIn

B Path1: 15 Bin RWA target no optlonahty targeted: the books expires naturally .
® Risk management and trading costs : 100M uUsSD

Estimated carry accrued over the year ZOOMUSD

® Potential gains from remaining convexity : 0-50M USD -

B P&L range : 100M-150M USD

@ Path2: 20 Bln RWA Jump o’ptionélity : the book is actively managed
m Risk management and trading cost 100M USD :
Estimated carry accrued over the year 50M USD

. | Potential gains from convexity : 0-250M USD |
@ P&L range : -50MUSD to 200MUSD

m Path 3: Diversification gfanted
P&L range to be defined
@ NO DATA or any Hint for now:

B Optimisation posssble
'— Trading costs 100-200M USD dependmg on scale target

~ Carry flat
~ Optionality 300-500M USD

12
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- Credit book possible paths 3

CORE CREQIT BOOK HIGHLIGHTS

Possible risk management options as the book options for upside on Jump-to-default expire :

"® Path1: the risks are neutralized and the book accrues the rémaining carry' |
® We buy protection on long term tenors where we have long risk exposures
m Ideal scenario if forward credit spreads compress |
® The cost will be very low on a bull market.
m Target positions 1G9 10yr, Main ltraxx 10yr, HY10 7yr, HYM 7yr

@ Path2: The upside on jump to default events is maintained the book is not reduced
B We roll over the jump upside by adding flatteners on low spreads
= We lock a good posi'tivevcarry'by selling the forward credit spreads on wide spreads
® The cost can be limited but this requires some increase in notionals | .
Target trades : flatteners on mezzanine tranches, flatteners on indices, directional trading on on-
the-run indices '

m Path 3 : Diversification granted
~m With data : the book can be scaled according to stress scenarios
@ NO DATA or any Hint for now ‘

@ Optimisation possible
— Trading costs 100-200M USD dependmg on scale target

~ Carry flat
- Op’uonahty 300- 5OOM USD or more..

JEMorgan
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From: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>

Sent:  Mon, 30 Jan 2012 18:07:48 GMT
To: Martin-Artajo, Javier X <javierx.martin-artajo@jpmorgan.com>
Subject: RE: update on core credit book

yes. Are you available now?

From: Martin-Arigjo, Javier X
- Sent: 30 January 2012 18:05
To: Tksil, Bruno M
Subject: Re: update on core credit book

Let's discuss when you have a second . Can you call me on my mobile ?

From: Iksil, Bruno M

Sent: Monday, January 30, 2012 04 41 PM
. To: Martin-Artajo, Javier X

-Cc: Grout, Julien G

Subject: update on core credit bock

We have to report a loss in the widening today, much less because the book has a long risk bias.

Comes month end and we cannot really prevent the forward spreads from moving up.

We get closer but each day the dealers report unreliable runs, wider bid-ask quotes and this cost us.

To trade them is costly and leads to increase in notionals. ]

We have some evidence that our counterparties need to frame the prices to our disadvantage but here the book

is really balanced, ie there is this foward spread exposure that has nice features but this is not a profile where -
we can control the P&L unless we just let it roll off.

We need to discuss at this stage | guess :

the book is how set to carry positively and get some extra gains depending on where defaults show up. A no
default scenario is now also a good outcome. Yet, the final result is unknown. All | see is.that liquidity is so poor
that we just add notionals with the street. So that improves the outright final P&L number but this increases the
issues with the risks and the size, as well as our sensitivity to price moves and trading costs.

Because the views in the book are much more benign than in the past, the mean reverting pattern of the P&L is

" - stronger ( ie we face an ever lower risk to be wronged): Yet, to avoid this accumulation we need to let go on one
way : the only one | see is to stay as we are and let the book simply die. That we should take some hits because
the markets might create noise in the P&L is a certain reality. Yet, the control of the drawdown now is
generating issues that make the book only bigger in notionals.

As a paradoxical result, | have to take directional views on the market direction, in order to pre-empt the moves .
that the dealers will do against us. And | see that the trading | run is closer and close to dealers’ with a

directional bias. This is a problem we had many times but only when we had views going counter to consensus.
At the current stage, we still have the long risk in forwaed spreads but the notionals become scary and upside is
limited unless we have really unexpected scenarios. In the meantlme we face larger and larger drawdown
pressure versus the risk due to notional increases.

Please let me know the course of action | should take here.

Permanent Subcommittee on Investigations

_EXHIBIT #11
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From: Iksil, Bruno M <bruno'm.iksil@jpmchase.cbm>
Sent: Mon, 30 Jan 2012 17:28:21 GMT

To: Buraya, Luis C <luis.c.buraya@jpmorgan.com>; De Sangues, Eric
<eric.de.sangues@jpmorgan.com>

Subject FW: update on core credit book

From: Iksil, Bruno M

Sent: 30 January 2012 16:42

To: Martin- -Artajo, Javier X

Cc: Grout, Julien G

Sub]ect update on core credit book

We have to report a loss in the widening today, much less because the book has a long risk bias.

Comes month end and we cannot really prevent the forward spreads from moving up.

We get closer but each day the dealers report unreliable runs, wider bid-ask quotes and this cost us.

To trade them is costly and leads to increase in notionals. )

We have some evidence that our counterparties need to frame the prices to our disadvantage but here the book is really
balanced, ie there is this foward spread exposure that has nice features but this is not a profile where we can control the P&L )
unless we just !et it roll off.

"We need to discuss at thls stage | guess :
the book is now set to carry positively and get some extra gains dependmg on where defaults show up. A no defauit scenario
“is now also a good outcome. Yet, the final result is unknown. All | see is that liquidity is so poor that we just add notionals with
the street. So that improves the outright final P&L number but this increases the issues with the risks and the size, as well as
our sensitivity to price moves and trading costs.

Because the views in the book are much more benign than in the p’ast,’ the mean reverting pattern of the P&L is stronger ( ie
we face an ever lower risk to be wronged). Yet, to avoid this accumulation we need to let go on one way : the only one | see is
to stay as we are and let the book simply die. That we should take some hits because the markets might create noise in the

P&L is a certain reahty Yet, the control of the drawdown now is generating issues that make the book only blgger in
notionals. )

As a paradoxical result, | have to take directional views on the market direction, in order to pre-empt the moves that the
dealers will do against us. And | see that the trading | run is closer and close to dealers' with a directional bias. Thisis a
problem we had many times but only when we had views going counter to consensus. At the current stage, we still have the
long risk in forwaed spreads but the notionals become scary and upside is limited unless we have really unexpected scenarios.
In the meantime, we face larger and larger drawdown pressure versus the risk due to notional increases.

Please let me know the course of action | should take here.
Best regards

"+ Bruno IKSIL

Permanent Subcommittee on Investigations
EXHIBIT #12 :
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From: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>

Sent: Tue, 31 Jan 2012 12:36:28 GMT '
To: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
Subject: hello, quick update in core credit...

ok they keep playing games in itraxx now. | will show up for small in the hope we can limit the pain.
as to IGY, fhings look much better. not that we are imune but we can show that we are not at mids but on realistic level.
I wait for Hy and will keep you in the loop when | have a final number.

I went | to ISMG and advised that we set the book for long risk carry the time for us to see whether we really need to fight in
mars. :

It will be time then : | just reminded the episode of 09 when | feared the drawdown and | ended up with the right position but
not the right timing.

| hope | did right.
Let me know your thoughts.
‘Regards

Bruno

Permanent Subcommittee on Investigations
EXHIBIT #13 '
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From: - Macris, Achilles O <achilles.o.macris@jpmorgan.com>
" Sent:  Tue,31Jan 2012 13:42:51 GMT '

To: Drew, Ina <Ina Drew@jpmorgan.com>

Subject: Core book p&l-drawdown and main exposures

FYT — further to our discussion, please see my comments to Javier below:

—---Qriginal Message--—-
From: Martin-Artajo, Javier X
Sent: 31 January 2012 12:44

To: macris@ INGEER ) acris, Achilles 0 -
Subject Re: Core book p&l drawdown and main exposures

Achxlles

The meetings so far are positive with respect to VAR good for Stress Var and not clear for CRM . Been

working on the presentation for today this morming . I am in a meeting with Risk now and with QR in 45
minutes . Then Ina and Hogan briefly . The process here in NY is complicated because Market Risk
needs to coordinate with the guys that talk to the regulators on a very regular basis .

"So we are going to see a further reduction of the Var of at least 15%in the next 3-4 weeks . Now Iam
workmg on the CRM with QR. Then to see Adam Gﬂbert on the regulatory side. '

—-—- Original Message — N = Redacted by the Permanent
From: macris @— : _ - Subcommlttee on lnvestlgatmns
Sent: Tuesday, January 31, 2012 07:58 AM '

To: Martin-Artajo, J avier X
Cc: Tksil, Bruno M; Stephan, Keith; Kalimtgis, Evan
. Subject: FW: Core book p&l drawdown and main exposures

Hi Javier,

How is it going in N'Y?
Are you dialling into ISMG&?
We need to discuss the synthetic book.

The current strategy doesn't seem to work-out.

The intention was to be more bullish, butthe book doesnt behave as -
intended.

Taking into account the conservative year-end marks and the J anuaxy posmve
carry, the financial

Performance is worrisome.

I think that we need to urgently revaluate the core position in bearish
steepeners and the associated maximum drawdown's.

The "timing" issues on the older series are somewhat predlctable and the

Permanent Subcommittee on Investigations
EXHIBIT #14
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second order p&l discrepancies should be viewed dlfferenﬂy from the core

position.

Thanks,

A

— OHgmal Message —-- : e = Redacted by the Permanent -
From: Tksil Bruno [mmlto_ . . - Subcommittee on lnvestlgatmns
Sent: Tuesday, January 31,2012 06:28 AM »

To: Tksil, Bruno M
Subject: Core book p&l drawdown and main exposures

The book currently conveys a short risk exposure in us hy and a long risk
exposure in ig indices series 9 { both CDx and itraxx). This exposure

balances the jump to default risk of the book : we would lose money now ona
default in us hy and make money if the default occurs in ig world. One can
summarize the net exposure as : the book has a bullish flatteners in ig and

a bearish steepeners in us hy.

Since the start of the year, the book loses money on the short in hy and
makes money overall in ig as expected. Now, the loss in hy is higher than
expected because of equity tranches moves ( linked to Kodak default). The
gain in ig is lower than expected due to the lag in series forward spreads.

The drawdown in p&I is large because the notionals are large and the trade
on forward spreads involve many legs all of which incurs a loss. The
drawdown is sudden because the spreads have squeezed but capital has not
come back to the markets yet. The skews and the basis remain large while the
spreads have nohtened 20% ytd.

Why does it impact the book ?

The book used the forward spreads ( a net long risk exposure ) to buy

protection on defaults short term and buy some upside on large spread .

widening. This worked very well last year.

Now January is very bullish and the street owns the protecnon we sold on

the forwards. Towards month end the spread on series 9 remains sticky and

tends to widen more than the rest especially the on-the-run indices where

the book still has short risk overlay. So the book is squeezed on both ends

and we saw this pattern from the first days of the year. It did not really
_correct since then. This explains why the ig part of the book does not

~perform a$ expected.

The book is also hurt on the hy leg and this is linked to the unwinds from

last year : I sold out some longs in hy8-9-10-11 series. The street was - .
caught long risk in the on the run indices ie hy14-15-16-17 when AMR filed

: they entered flatteners by selling what I was selling in order to limit

the losses. In this rally, with Kodak filing for chapter 11, they have

sponsored their own position at the expense of the book. No one can tell

what will happen after Kodak is removed rom the indices because the recovery
is quite low already ( 73%). The on the runs indices have rallied a lot

Confidential Treatment Requested by J.P. Morgan & Co. : ‘ " JPM-CIO-PSI 0000222



since December catching up with the equity market. The book has lagged the
rally on its longs via equity tranches but would catch up if there isn't any
default in us hy over the next 3-6 months (in hy10-11 series).

Yesterday and today most likely, no matter what the market will do, the
series 9 forwards will underperform and for hy I expect some framing too.
Yet here this is broad based. I tried to fight it in the last sessions and

it was unsuccessful.

If you ha\}e time I will send-you a memo that describes the technicals of the
market positioning in ig world. Let me know if you care to read it.

Best regards

Bruno Iksil |

Confidential Treatment Requestéd by J.P. Morgan & Co. - A ‘ JPM-CIO-PSI 0000223



' ' : e = Redacted by the Permanent
From: Achilles Macris <macris@ I A ' Subcommittee on Investigations
Sent:  Thu, 01 Mar 2012 11:10:42 GMT '
To: '‘Martin-Artajo, Javier X' <javier.x.martin- artajo@meorgan com>
Subject: pnorltles
Hey Javier,

Here are some thoughts:

B Focus on the metrics and P+L of the synthetic book. I am worried that the $20b RWA committed be year -end, is too
aggressive. If we need to d

Actually reduce the book, we will not be able to defend our positions.... We need to win on the methodology and then the

diversification. Hogan, doesn’t not understand the book and it should be explained through Ashley etc. Let’s meet Ashley
soonest.

As this would be driving all things important to us, it would be important to focus on the P+L and the post methodology
' RWA, should be what it takes to achive the P+L..... :

We need to find a low RWA spread trade for size. Somethmg betwean George and Tolga. Maybe Austria or EU, and buy
$15b spread with low RWA.....

OR, step-in‘and buy the RMBS at new tights if you think that would generate issuance....

In Credit, to focus on some MtM low hanging fruit...... to assist the B/E for Bruno etc

Thanks,
Achilles

Permanent Subcommittee on Investigations

EXHIBIT #15
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From: Grout, Julien G <julien g grout@jpmchase.com>
Sent:  Tue, 20 Mar 2012 19:52:02 GMT

" To:  CIO ESTIMATED P&L <CIO_CREDIT_P&L(@jpmchase.com>

. CC: CIO P&L Team <CIO_P&L Team@;pmchase com> '
Subject: CIO Core Credit P&L Predict [20 Mar]: -$39,686k (dly) -$275, 424k (ytd)

" Daily P&L: -$39,685,095
 YTD P&L: -$275,424 307

Daily P&L($) YTD P&L(S)

1

u
‘ “

-

- Redacted By
Permanent Subcommittee on Investigations

- Burope High Grade -21,802,054 32,664,651

fi
"
-

Redacted By

Permanent Subcommittee on Investlgatlons

. Redacted By

Permanent Subcommittee on Investigations

US High Grade -20,314,624 458,833,337

| “

Redacted By

Permanent Subcommittee on Investigations

US HY & LCDX 11,562,342 -404,083,807

| u

Redacted By

Permanent Subcommittee on Investigations

Permanent Subcommittee on Investigatiun
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Redacted By

Permanent Subcommittee on Investigations

US ABX / TABX -155 -20,081

Redacted By

Permanent Subcommittee on Investigations

. New Investments -10,802,807 -392,038,020

Redacted By

Permanent Subcommittee on Investigations

- Dead Books (Core) -85 1,377

Redacted By

Permanent Subcommittee on Investigations

Washbook/Costs 0 0 7 —

‘§=

R“edacted py the Permanens -
Contmittee gp lnvesrigations

Explanatory P&L (in $1000s): :
Name Total Dirctnl Tranche Carry IR N/T Adjust FX

Redacted By
Permanent Subcommittee on Investigations

Close COD

- Redacted By

Permanent Subcommittee on Investigations
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SOVX 0
CDXIG83.5:15
CDX HY 100 -0.063
LCDX 102

The roll period creates distortions in prices that impact us. The hit comes mostly from the rally in credit market
where the series 9 both Itraxx Main and CDX.IG lag. The book does not have enough CSO1 to balance this lag :
~ as.the breakdown shows the book loses a lot of money on directional ($105M) while it is long risk in CDX.IG
credit and short risk in CDX HY and iTraxx. Xover credit. Yet, we estimate the gain on decompression as $30M
in Europe and $30M in the US while the series 9 lag versus the market is of 1-2bps or $100M. The net result is -

- aloss of $40M and we must expect more to come until mvestors 0pt to profit from the ongomg lag in those
series 9

~ As of today, reconstructing the CDX.IG9 10yr performance from the on the run indices and the 4 widest names
in CDX 1G9 (Radian, MBIA, Istar, Sprint), the underperformance of the CDX.IG9 curves is between 6bps to 13
bps, which amount approximately to $450-500M for the sole CDX.IG9 series. iTraxx.Main S9 is also lagging
by 3-4 bps or another $60-80M. Added to this the CDX.HY loss of $100M for Kodek and Rescap, plus the lag

"of the CDX.HY10-CDX.HY11 series versus the on-the-runs that is also $100-200M, the lag in P&L is material -

($600-800M). As to the potential outperformance, it is much more a function of whether some names default
and which one will default. We estimate the carry daily to be $1M while it may not show as it is stored in the
ability of the forward spreads to "roll down" the curve. So far they did but at a much lower pace than the onthe -
run indices rally : both in CDX.IG, iTraxx Main and CDX.HY curves : in IG space, the long term forward
rolled down slower than the market (i.e. short term spreads outperformed) while in CDX HY, it is the opposite,

ie. long term spreads outperform short term spreads. This can be explained by the recovery in CDX.IG space
while RESCAP and KODAK failed in CDXHY space

The CDX.HY bucket is now protected against any default and the cost of buying the protection is covered with
selling protection in CDX.IG on the run indices. We sold more protection today in CDX.IG and iTraxx.Main in
order to improve the carry and the recovery of the book looking forward.

Again, a lot of prices are still being framed and we are providing our best estimate.

' CONFIDENTIAL TREATMENT REQUESTED BY
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From: Oaikhiena, Isi <isi.oaikhiena@jpmchase.com>

Sent:  Tue, 20 Mar 2012 20:40:57 GMT

To: EOD Credit estimate <EOD_Credit_estimate@jpmchase.com>
CC:  CIOP&L Team <CIO_P&L Team@jpmchase.com>

Subject: International Credit Consolidated P&L 20-Mar-2012

MTM Credit P&L as at 20/03/2012
USD 000's
Daily Est. MTD Q1D . YTD
IStrategic Europe High Grade : : ‘
' ) US High Grade Redacted By
US High Yield ' . ioati
Permanent Subcommittee on Investigations
Ui itand TABK e e e e e ]
Europe Sub Fin )
IR Hedges
New Investments - v s S
Total Strategic 30686 41,621 -275,425 -275,429)
[Tactical Core Tactical - Re da cted By
' Tactical 2 i
Credit Single Names Permanent Subcommittee on Investlgahons :
Total Core _ 41,814 -35,852 222,885 22 as]
“linvestments _ MTM CLO '
———— _ . Redacted By
UHEBLEETE Eguny Permanent Subcommittee on Investigations
ABS CDS

CONFIDENTIAL TREATMENT REQUESTED BY ) o 4 .
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Redacted By

omillnveshements Permanent Subcommittee on Investigations
s e - v S . R R RV T e N S
Management
Jd
Total International Credit: ' -41,595 -21,584 -86,205 -86,2@
"TRR Credit P&L as at 20/03/2012
USD 000's
Daily Est. MTD QTb YD
Strategic Europe High Grade e ———————————
US High Grade ! Redacted By
US High Yield .
US ABX and TABX - Permanent Subcommittee on Investigations -
EUI‘OPE Sub Fin Erem————ma—ss——m_— ke oao ooy
IR Hedges ‘ '
New Investments N o N ;
Total Strategic -39,686 -41,621 -275,425 -275,425|
Tactical Tactical 1 e Redacted By
‘ ' Tactical 2 ‘
Credit Single Names . Permanent Subcommittee on Investigations
Total Core -41,814 -35,852 222,885  -222,885 ‘
Investments MTM CLO —
MTM ABS : Redacted By
Investment Equity ; . . .
BSOS Permanent Subcommittee on Investigations
. o Y T e e T N P T T C e 3 e T
AFS ABS (TRR) , :
AFS CLO (TRR)
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Redacted By

Permanent Subcommittee on Investigations

Total Investments

Management

otal International Credit: ’ -41,595 -21,584 -86,205 -86,205]

CREDIT MARKET COMMENTARY
. Synthetic Credit

The roll period creates distortions in prices that impact us. The hit comes mostly from the rally in credi_t market where the series 9 both Itraxx.Main and CDX.IG
lag. The book does not have enough CSO1 to balance this lag : as the breakdown shows the book loses a lot of money on directional ($105M) while it is long risk
in CDX.IG credit and short risk in CDX.HY and iTraxx.Xover credit. Yet, we estimate the gain on decompression as $30M in Europe and $30M in the US while the

series 9 lag versus the market is of 1-2bps or $100M. The net result is a loss of $40M and we must expect more to come until investors opt to profit from the - -
ongoing lag in those series 9, - ‘ ¢

- As of today, reconstructing the CDX.IG9 10yr performance from the on the run indices and the 4 widest names in CDX.IG9 (Radian, MBIA, Istar, Sprint), the
underperformance of the CDX.IG9 curves is between 6bps to 13 bps, which amount approximately to $450-500M for the sole CDX.IG9 series. iTraxx.Main 59 is_
also lagging by 3-4 bps or another $60-80M. Added to this the CDX.HY loss of $100M for Kodak and Rescap, plus the lag of the CDX.HY10-CDX.HY11 series versus
the on-the-runs that is also $100-200M, the lag in P&L is material ($600-800M). As to the potential outperformance, it is much more a function of whether some
names default and which one will default. We estimate the carry daily to be $1M while it may not show as it is stored in the ability of the forward spreads to "roll
down" the curve. So far they did but at a much lower pace than the on the run indices rally : both in CDX.IG, iTraxx.Main and CDX.HY curves : in |G space, the
long term forward rolled down slower than the market (i.e. short term spreads outperformed) while in CDX.HY, it is the opposite, i.e. long term spreads
outperform short term spreads. This can be explained by the recovery in CDX.IG space while RESCAP and KODAK failed in CDX.HY space.

The CDX.HY bucket is now protected against any default and the cost of buying the protection is covered with selling protection in CDX.1G on the run indices. We
sold more protection today in CDX.IG and iTraxx.Main in order to improve the carry and the recovery of the book looking forward.

~ Again, a lot of prices are still being framed and we are providing our best estimate.

Secured Credit

The market continues to trade well with mezzanine paper closing in on their peak levels from mid-2011 and a continued shonége of senior vanilla ABS/MBS
continuing to put pressure on spreads. We continue to receive healthy amortisations across the asset classes.
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March 20, 2012

DRAFT Transcript of Call #5601530708350332369 JPM-CIO-A 00000055

Date: Maich 20,‘ 2012
Time: 16:09:36 — 16:31:56

Participants: Martin-Artajo and Tksil

Ksil Hello.

Martin-Artajo  Hi Bruno.

Tksil Yea. Hi Javier.

Martin-Artajo  Hello man.

Iksil Yea so, yea we sent an estimate down 40 million today.

Martin-Artajo  Yea. Why did you do that?

Tksil Because you know, it was, we actually did not recover what we’re gaining on
decompression we are making like 50, 60 million on decompression and we were
losing [inaudible] in this lag and--

Martin-Artajo  Okay, okay, I just don’t want you to do this, I don’t know why you’ve done it

anyway you’ve done it, so that’s it. I don’t know why, anyway, you should have
told me this because it doesn’t help us for the conversation for tomorrow

Tksil Yea but I thought that because you have discussed already, you know, I thought
_ should actually you know, not do like minus, minus 5 every day but just say okay
boom you know there is, there is something happening, it’s the roll date

(overlapping voices) --

Martin-Artajo  Okay, okay listen you’ve done it. You think that this is right. This is not what I
would have done but you’ve done it so I'm okay with this. Ive already said what
the problem is, so okay they know they’re not going to be surprised we have a
meeting tomorrow it’s just that um-- .

Tksil I know it’s embarrassing but-~

Beadt-Franssriph foct-te-Paview-esd-t A
Hkely-Cometns-ErsrmDRAFT ~ SUBJECT TO REVISION
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Martin-Artajo Yea I don’t understand your logic mate, I just don’t understand. I told Achilles, hs
| told me that he didn’t want to show the loss until we know what we’re going to d
tomorrow. But it doesn’t matter I know that you have a problem you want to be af
peace with yourself, okay its okay Bruno. I've, it’s alright I know that you're ina
hard position here, because, you know :

! Tksil I can tell you how I got there. You know, I work with Julien that’s why we are stil
there and, you know, what we’ve tried to do is to say okay you know for month’s
l end, we want to fight, where are we you know, so and you know really, really, if

we want to just be realistic as to what we can expect to do, I wanted to show like
upfront, precisely before what we discuss, you know, what it’s going to look like
that you know if we expect potentially to lose 100, 200 million it’s because from
where we are today, right, we will fail to bring back one basis point here, a
crossover point in high yield there. It’s just that, you see, just :

Martin-Artajo  No, no, no, it’s okay, it’s everywhere I know. I’ve sent you, I've sent you a report.
l there to illustrate what the problem is. Idon’t know if you’ve read it, but it just
’ highlights the whole conversation we’ve had. Okay --

I Tksil " Yea, okay.

Martin-Artajo Um, 1t basically says the following, it basically says that we’ve reduced
enormously the volatility of the book, the VaR and the stress VaR and the CRM,
| okay? Now the problem that we have is that we’ve increased thise IRC because of
the extra long lets say okay '

l Tksil Yes, yes [inaudible], right?
Martin-Artajo  Yes.
Tksil Yes, I saw it yes,

Martin-Artajo So the problem that we have frem-with this, ok is that, the problem that we have -
from this is that really it just shows the problem, this spreadsheet just shows the :

terms a lot It shows that these guys s have been doing something with the model
that is stupid okay because the CRM now, they just don’t know how to explain
,what we do okay? They’re just stupid quants really okay? The only guy that has
been able to understand a little bit is the new guy, this Venkat guy. He understand
what the problem is okay. He knows that this book, we need to keep doing what
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we’re doing. It’s just that we need to get rid of the CRM by externalizing the trad
which is what the investment bank needs to do and then at some point we need to:
time the extra long, okay, which means that, you know, we can keep the long unti
it gets very, very tight or, or you do what the investment bank does is that you sh¢
IG and you go long high-yield and then you get the benefit of that because happen
to be the problem that the CRM has, okay. It bappens to be capital for free. And:

| - : that’s what the, that’s what the investment bank has done if you think about it oka
The investment bank has the short as the overlay okay, let’s put it the hedges, righ

| : So our hedges are kind of a long according to the model that these guys use okay.
You follow me?

Tksil No, no. I know, I know you see but that’s why I tried sending this P&L I sent also

' the comments it came from Julien but I wrote it, where I said okay you know we

| take this loss, we are meuntaining-maintaining long risk where we have to be, the

rally is on IG but guess what you know it’s lagging so much that actually we hav

to show loss, and I explained that this is a lag that keeps goin/g, that amounts to a
potential of 800 bucks, right, that, that --

Martin-Artajo - What are you saying Bruno? What are you talking about? What is. y¥ou’re losin
* your mind here, man, why did, you’re sending an email that you would get, what
this 800 bucks?

Tksil It’s just the lag that we have in IG, H¥-in high yield, in main that is all over the
book that makes that this book is just bleeding in-the money but it’s just the lag,
that’s just the lag.

1 Martin-Artajo  Okay but this is jast what we need to explain tomorrow you don’t need to explain
in the email man.

Tksil Yea but I had to put the comment on this big move, I thought, I thought that was,
: that was a way to, to, to show what’s happening on a day like

Martin-Artajo  Yea but why do you do it today when we are going to explain it tomorrow.
Anyway, listen you've done it okay I don’t know man, I’ve been, I don’t know
you didn’t tell me when I was there I don’t know why, why.

Tksil Because, because, because that’s, that’s what we saw today, you know we’ve trie
everything, we’ve run though all the runs, all the prices, all the way we should-

Martin-Artajo [ know Bruno but listen mate, listen the problem that, okay it’s fine you’ve done

cannot really tell you, you know, not to do this, you’ve done it because you feel # Font: (Defaul Arial Unicode M5, 8}
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vou have to do it, that’s okay. What I don’t understand at all is why are you
explaining this, this way on the email? Why don’t you explain it tomorrow when
| Ina is there and we have, because this only, this only creates, it just creates more
tension you understand? It’s not going to help me here as much, right? Because
then tomorrow I’'m going to say look you know this is. What happens if she tells -
| me that we cannot keep going long? I just don’t, anyway, no it’s not a big deal,
okay 40 million, to be honest is not a big deal, it’s not a big problem, okay so don
don’t, okay, I don’t know, I’'m just, I’m just tired, man, I just, I don’t know what
| You know we are really getting into something that the IB-investment bank hates
okay, and you know they just do. They just have it because they have the opposit
| position here because they have optimized their model, right?-So they’ve
optimized this model and now we’re going to have to challenge them not only in
the market but on the model side, because otherwise, you know, otherwise, we'te
going to have to trade at some point you know, and that’s what I, that’s what I--

Tksil It That’s what you fear.

Martin-Artajo  Sorry?

I Iksil That’s #swhat you fear, right? That at some stage we are in a corner because no
one wants to go on with this challenge with the IB, yes?

Martin-Artajo ~ No, I don’t know Bruno, you’re logic sometimes, let’s talk tomorrow because we
have all mormning to prepare for this okay? I, listen man, 1, I don’t know, I know
| that you’re doing your job, you’re trying your best, okay, so, you know, I don’t
think you mean, you know, I just sometimes don’t connect with you, I don’t kno
1 just don’t know how to explain this.

Tksil Yea it’s difficult because you know the thing is we’re on the desk and we’re reall
looking at it you know and everything and I said you know it’s like there were 4

] ' basis points missing on IG 9 or 4 basis points missing on finaudible}-39 so we try
to you know-- »

l Martin-Artajo - Okay, okay. o©Bkay man, this is, this is okay, I wish I had, sorry about I didn’t ge
your call. T um- '

Tksil No, 1 tried, I waited, I waited. 1 sentyou an SMS because I thought you would y

: know receive it on you blackberry before everything, but you know and we kept
looking for it, and I tried and tried, and I’m not fooled by that you know it’s just

| that, I have to, I don’t know I thought, I thought that was, that was not realistic -
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know what we were doing, and um, and I said probably I was wreng you know, I
thought that it was this estimate before tomorrow, you know, was the way to,
because I know Ina is going to read the comments, so maybe it will leave some
time, and she will have different questions, or I don t know, because usually whe
we discuss you know we’re really short and squeezed and I wanted to say these
things before we actually, I actually have to explain the whole thing, but in
summary that’s what we, we discussed today right, that it’s just a mark to market
noise, that’s um. So that, I don’t know, probably 1 Glivier-made the mistake right
but that, it’s one mistake forfrem another here, because if I don’t -

Martin-Artajo  No, 1o, no, man, no man.

ksil 1 think I do a worst one, you know so. It’s sort of my logic is strange but #>s-lkein.
fact I have to choose between one bad thing and one thing that I think was worsg!

Martin-Artajo  Yeano I, listen I"'m not going to, I’m not going to sugar coat things, you know. I
don’t know if you’re thinking that you, you know I’m just trying to do this the be
possible way, man, okay so, I'm trying to get all the facts in front of Achilles and
Ina, the fact that'we show a loss here it’s okay it’s not, it is a problem, you know
I’ve already told her that there’s a problem, so, you know, I’ve already told her, s
you know we’re going to sit down tomorrow and talk about the CRM and we’re
going to talk about the problems. You know I've sent you an email on what she
wants to discuss tomorrow she wants to see the changes in the book okay so you
need to make sure Julien does that.

Tksil It, I was working on it.

Martin-Artajo ~ Okay. Thank you for that man, I am, I know, Ive been, I’m working on this othe:
. deal that I need to get done for the beelefor the book, for the secured credit book.

It’s just that I um, shit, I wish, I don’t know, just explained this a little bit better
because what happens is that you know, I think that, it’s nor here nor there, it jus
highlights that there are problems in the book. You know in that sense ] understand
what you're saying. The problem thetI have is that I wish that um, because I als
think that whats- happens-here, what’s happening here it’ss just the investment
barik that we have in front of us is doing things I mean, this, the call that I had
today you know when Anil Pinto [sic] called I know that they have a problem he
okay. So the more we recogmze that we have a problem okay Se%The more we
X____recogmze that-we-have-o a -
it is to settle with the IB ata better pnce if that what ] gomg to happen You
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Tksil Yea, yea because we settle the P&L at a level where we acknowledge more and
more and more, which means that it’s more and more acceptable, and therefore it
more and more [insudible}-4ssuesdifficult to refuse. That’s the way I understand
that, yes.

! Martin-Artajo  Yes, so in a way, what happens is that, imagine if tomorrow, imagine if tomorrow
they say we need to settle withi the IB, okay. If there is a chance, I’'m saying I thi
it’s a, I don’t know, a 15 percent, 25 percent chance because we are over the capi
here, okay. Listen to me tomorrow we’ll go through this, but I don’t know you
probably are tired now. But 25 percent chance, why? Because we are over the
capital right and we have a loss here that is, it’s not a dramatic loss, okay. It’sa

| loss that you know that we can take and we-ess-get out because the books are so
big now in terms of P&L that you know, you know if I take the other side of this,
and say, if you are Achilles, if Achilles is going to decide on this okay, he would
say okay let’s get out of the trade and settle with the IB and whatever it is right?
You follow me?

Tksil Yes, yes.

l Martin-Artajo So, 50, you know there is a chance that this happens and they say okay stop this,
we’re going to stop this, they call the investment bank and they settle this okay,
they settle the delta difference that we need and the CRM that we need to

l externalize okay. There is a chance that this happen, I'm not saying it’sthis-is goi
to happen Bruno I’m just telling you that this could happen. So let’s sit down
tomorrow to discuss because 1 want to see all the, all the scenarios that we need t
discuss, the other scenario that we need to discuss is how, what is the trade that
puts us back inside the capital right, inside the 36 billion. Well, it’s very easy to do'

| now because all you need to do is reduce the, reduce the extra delta that Pat has 1
his book by a third, right? A little bit more than a third, a little bit more than a
third. You follow me?

Tksil Yes.
Martin-Artajo ~ You understand what I’m saying?
Tksil - Yes, yes, yes, yes.

Martin-Artajo ~ Okay so, you know it could be that they say okay well let’s reduce the extra delta
i.e. the long in #G-investment grade by a third, which means that we need to redu
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billion, okay? 6 billion, okay? And then we’re inside the capital noweand we, yo
and I, don’t want that, because, because we don’t because we’ve decided that’s n
what we want to do. But I’m just giving you all the, we need to discuss this
tomorrow, it’s not the right time, okay you’ve sent the email Ina’s going to see it,
she’s not going to be surprised by the loss because I've discussed it with her. Sh
| will send me an email, and Achilles tonight, so we-I-will have to answer this
email you see. So, so anyway, you’ve just created something I need to return,
respond that’s all. That’s why I’m telling you. Ijust want you to know that this i
what’s going to happen so you know, it’s a consequence that maybe I could have
| avoided but it’s unavoidable tomorrow, because we need to, we need to explain
what are the options that we have, and when we explain the options we’re going t
say okay, what are the options here? The options are settle with the Binvestment.
bank, not settle with the IB-investment bank but then we have to time the exit of th
book so, you know, and that’s, so they give us extra capital for let’s say a quarter
two, right? And then, you know, you know, then other things happen. I think that;
I think that, I think, you know, I think we have to be honest with what we do here,
that’s going to be our issue. It’s not going to amount to $40 million I agree with
you so I don’t think this is an issue, but I wish I could have discussed it with you.
I So thank you for um, thank you for um, for the work. Idon’tknow man. Iknow
that you're late in the office and you should go and rest, and we’1l talk tomorrow.

ksil Okay, okay.
| Martin-Artajo  Everything else, everything else okay? You tired, you okay, man. you tired, are yor
sleeping well? , i
Tksil . Noit’s,no it’s relatively okay because you know again, [, the discussion with
Achilles you know I (he?) tried again the question I have, do I miss something?

I miss something? And I did feel, you know, unsettled by his questions, you kno
| and I just think that, I agree with you it’s really a question of pesfeetienperceptiont;
and yea probably I should not have done that it’s just that you know that, that’s thi
| situation still I thought that that would be you know a way to start step the
discussion--

Martin-Artajo  Okay, it’s not here nor there, okay I’m just saying it’s, I don’t know. [ wishI could
| discuss it with you, because um, I didn’t, I didn’t want to show the P&L and
Achilles told me yesterday not to do it. So, okay, so we’re just going to have to
éxplain that this is getting worse, that’s it. Okay, alright man -- Sorry?

I Tksil No I said sorry for that, it’s just that, yea, I in any case | énendibley-osfeel bad. Formatted: Font: {Defautt) Arial Unicode MS, 8
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do tﬁat 1 know I’'m not making your life any easier, and if --

Martin-Artajo *~ No, no, no, you know I think that you’re an honest guy, you know, it’s just that, I’
did not want you to do this way, but you know you feel that the bid offer spreads
are giving you a headache, and you want to release it this way, which is your own
way of doing it, and it’s fair, it’s fair, it’s fair. I don’t want you to-- Sorry?

Tksil The thing is you know today, I said I told Julien you know okay let’s try to frame:
this you know, this P&L estimate whatever it’s going to be, right, so that with
tomorrow, whatever the decision made, right, whether we settle or we decide to -
fight, you know like we go long and then we are going to defend the position on
1G, on 9, on H¥-high yield you know, try to do the minimum size everywhere y6
know so that the book growsgees a little bit but not too much, so that we are, you.
know, we maintain knowledge the level where we are, and [inaudible] we aren’t
too far off. I thought sevwthat tomorrow, at one stage, after, before at one stage
later, I would show you, you know what the plan can be, where, how many basis .
points here and there we are chasing and what size we can expect to do, right? Any
1 realized we were, we were, we had to get closer to where the market is even if th
market 1s wrong, you see? Because, because that’s where we start, you know, it’s”
also, I want to avoid you know a second stage where I say something and you
know, I don’t, I cannot deliver because then you know there will be a lot of
questlons and doubts, and I didn’t see you know we are close enough to where the
market is it may move you know, I'm aware of that, so we didn’t want to show
something, like. The number [ search, you know, is the result of where I thought,:
you know, we could take a reference. So that whatever ---

Martin-Artajo ~ Okay Bruno, no, no, no, it’s fine, okay, I see what you’re going through, okay I
think you’re going through your own logic here to explain it, and there is, there is,
you know, I think you have a reasonable way of explaimng this, I um, you know,’
would have been okay. I wish I discussed it with you, but that’s, that’s done, okay
You’ve done it, it’s thet>s-fine, and this is what you believe and I'm sure you have
you know, we’ll sit down tomorrow and we’ll look at the spreadsheet. I'm sure |
you’ve done some numbers that make sense and you that think this is a part of
something that you can’t recover and-there-fortherefore you’ve released, and you
know, I know what you’re doing and you’re signaling here that there is a problem
Pve already said it, Achilles knows it, and Ina knows it, and you’re saying it now’
so, okay. Itruly don’t have a lot to say now because we have so much to speak
tomorrow, | mean we have a long day tomorrow. So L, T hope, you know. Let’s g
and relax a little bit if you can, and let’s start tomorrow, and we’ll start again,

because this is not going to be, you know, there’s not a lot we can do on the phon Formatted: Font: (Defau‘t) ‘Arial Unicode MS, 8 :
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now and you know I want you to be fresh tomorrow too. So I, I, thank you for at :
least letting me know and calling me, and I’ll see you tomorrow, okay?

Tksil Okay, okay.

Martin-Artajo  Okay man. Bye.

Iksil Bye.
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From: - Grout, Julien G <julien.g.grout@jpmchase.com>
Sent:  Thu, 22 Mar 2012 17:46:07 GMT
To: ~ CIO ESTIMATED P&L <CIO_CREDIT P&L@jpmchase.com> -
.CC:  CIO P&L Team <CIO_P&L_Team@jpmchase.com> - ,
" Subject: CIO Core Credit P&L Predict [22 Mar]: +$82k (dly) -$276,990k (ytd)

Daily P&L: $82,141 v
YTD P&L: -$276,990,321

Daily P&L($) YTD P&L($) .

Redacted By

Permanent Subcommittee on Investigations

Europe High Grade 25,839,314 124,436,937

Redacted By

Permanent Subcommittee on Investigations

Redacted By

Permanent Subcommittee on Investigations

US High Grade -82,388,848 409,065,325

Redacted By‘

Permanent Subcommittee on Investigations

US HY & LCDX 94,962,354 -347,851,042

\
|

" Redacted By

Permanent Subcommittee on Investigations

_ Pemanent Subcommiee on Investigaons
EXHIBIT #18
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Redacted By

Permanent Subcommittee on Investigations

US ABX / TABX -155 -21,008

N
Redacted By

Permanent Subcommittee on Investigations

New Investments 20,633,978 -461,330,052

Redacted By

Permanent Subcommittee on Investigations

Dead Books (Core) -13 2,017

Redacted By

Permanent Subcommittee on Investigations

Washbook/Costs 0 0

Redacted by the 1

| permancat e 0
Permancnt Subcommittee on Investigations l

: Explanatory P&L (in $1000s): ' —
Name Total Dirctnl Tranche Carry IR N/T Adjust FX

Redacted By
Permanent Subcommittee on Invesﬁgations

Close COD-

Redacted By

Permanent Subcommittee on InVestigations
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Redacted By

Permanent Subcommittee on Investigations

Another day of weakness triggered by negative news from China overnight, a very poor set of PMI in Europe.
The market feels shaky here, with European financials, iTraxx. Xover and CDX.IG underperforming.
Volatilities are higher by about +4pt across the board, but there was no flattening of index curves - some market
players were actually marking curves a tad steeper, on the off the run series (89, IG9). No obvious theme in -
tranches today - equity tranches were steeper again; in CDX IG, but slightly flatter in iTraxx.

The behaviour of the book was close to what happened yesterday - the book is making money thanks to the
decompression trades in Europe and in the US (our shorts in CDX HY, $14,15,16,17 widened), with gains
estimated to $80M. Again, the book is getting hurt with losses in index forwa.rd spreads in S9 and 1G9, and in
tranches (weaker CDX.HY -equity and mezzanine tranches steeper 1G9 equity tranches)

» Today we sold protection in the following mdex iTraxx Main (5.65B), iTraxx. Xover (300M), CDX 1G (3. 95B)
and FINSUB (100M). Beside providing carry, these trades should reduce the VaR, but increase the IRC. We are

pausmg in our sale of protec‘aon, to see what the overall impact on capital numbers is gomg to be.

Again, a lot of prices are still being framed and we are providing our best estimate.
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From:  Goldman, Irvin J

- Sent:  Thu, 22 Mar 2012 19:53; 19 GMT
To: Weiland, Peter <peter.welland@jpmchase.com>. ,
Subject: RE: I would like to understand the increase in positions in credit

Ina is freaking - really! Call me

-—--Original Message—---

From:: Weiland, Peter

Sent: Thursday, March 22, 2012 03:26 PM Eastemn Standard Tme

To: Goldman, Irvin J

Subject: FW: I would like to understand the increase in positions in credit

Here is my best estimate.
Delta-adjusted on-the-run equivalent posmon increased from $918 to $122B, up 34%, same pct as cs01, CSW 10% and 50%
only went up 11-13%. So my estimate would be somewhere in between but on the high side. 1 wuuld say IRC increases from

$18.75B to about $26B, which would take total RWA to $52B,

Starting with the $45Bwe discus'sed the otheir day:

Assuming that the CRM didn’t change because most of the activity has NOT been in tranches, | gct mdex position changes

from George:
g . Delta Ad] OTR 5
: +40°%, - Ly
21-Mar-12 Notional Eqv Pos 1 Spr+10h% Up50%
CDX IG 52,127,750,005 £6,981,565,781 . ~39,871,740 -431,420,257 -2,114,101 859
TRAXX MN 45, 669 025 000 35,013,568,593 -2() 468, 554 » -231,638,821 ~1,139,079,866
Combined Total 97 796 775‘005 121 975 134,375’ < T ;563 059 BYB —3,253 181 725
. Delta Adj OTR : : '
Diff Notional Equ Pos Sprﬂo% : Up50%. -
COX IG 27,683,000,000 22,670,658,318. -10,374850 -55,572,802 -280,773,456

Permanent Subcommittee on Investigations

EXHIBIT #19
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ITRAXX MN

7,975,193,276 X:
Combined Total 30585851554 L AB 2355
: Delta Adj OTR
07-Mar12 Notional - Eav P‘a s Spro1
COX IG 24,444,750,005 64,290,907 463 -29,497,090
ITRAXX MN 33.911,775000 27, 033375 37 -15,606,768
Combined Total 8335632500 £ .45, 105,858

~14,376,964

" 50,949.76
Spre10%; Up50%
375847456 -1,833,328,404
RS A,064000582
. -583,109,313: :

Peter Weiland

s = Redacted by the Permanent
Subcommittee on Investigations

-Tel: +1 212 834 5549
Mob: +1 914

From: Drew, Ina
_Sent: Thursday, March 22, 2012 2:00 PM
To: Weiland, Peter; Goldman, Irvin 1
. Subject: I would fike to understand the increase in pcsmcns in credit .

Since our meeting yésterday and what the RWA implications are.”
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s = Redlacted by the Permanent

, . . -Subcommittee on Investigations
*From: ADE ADETAYO <AADETAY01@_ o —_—
Sent:  Fri, 23 Mar 2012 16:35:37 GMT |
- ADE ADETAYO <AADETAYO1 ; ADE ADETAYO
To:  <ADEBOWALE.O.ADETAYO@IJPMORGAN.COM>; BRUNO IKSIL <BIKSIL2@—

BRUNO IKSIL <bruno.m.iksil@jpmorgan.com> -
. Subject:

03/23/2012 05:17:22 ADE ADETAYO, MORGAN. (J.P.) has joined the room

03/23/2012 05:17:22 ADE ADETAYO, MORGAN (J.P.) says: ’

ok MORGAN (3.P.) (20833) Dlscla|mer THIS IS FOR INFORMATION ONLY AND NOT THE PRODUCT OF
JPMORGAN 'S RESEARCH DEPT.IT IS INTENDED FOR THE RECIPIENT ONLY.IT IS NOT AN OFFER OR
SOLICITATION FOR PURCHASE OR SALE OF ANY FINANCIAL PRODUCT AND NOT SUITABLE FOR PRIVATE
CUSTOMERS.PRICES ARE INDICATIVE ONLY.WE MAY HOLD A A"POSITION OR ACT AS MARKET MAKER IN
ANY FINANCIAL PRODUCT DISCUSSED ABOVE. CLIENTS SHOULD CONSULT THEIR ADVISORS ON
TAX,ACCOUNTING,LEGAL OR OTHER ISSUES ARISING AND EXECUTE TRADES THROUGH A JPM ENTITY IN
THEIR HOME JURISDICTION UNLESS GOVERNING LAW PERMITS OTHERWISE. FOR A“INFORMATION
ABOUT JPM UK ENTITIES REFER TO A“www.jpmorgan. com/pages/dlsclosures 2009 JPMORGAN CHASE & -
CO. JPMSL IS AUTHORISED AND REGULATED BY THE FSA.

03/23/2012 05:17:30 ADE ADETAYO MORGAN 3.p) says ST -
hi bruno '

.03/23/2012 05:17:30 BRUNO IKSIL, JPMORGAN CHASE BANK, has ]omed the room

03/23/2012 05:17:30 BRUNO IKSIL JPMORGAN CHASE BANK, says: -

**% JPMORGAN CHASE BANK, (748320) Disclaimer: THIS IS FOR INFORMATION ONLY, NOT AN OFFER OR
SOLICITATION FOR THE PURCHASE OR SALE OF ANY FINANCIAL INST RUMENT, NOR AN OFFICIAL :
CONFIRMATION OF TERMS. THE INFORMATION IS BELIEVED TO BE RELIABLE, 'BUT WE DO NOT
WARRANT ITS COMPLETENESS OR ACCURACY. PRICES AND AVAILABILITY ARE INDICATIVE ONLY AND
ARE SUBJECT TO CHANGE WITHOUT NOTICE. WE MAY HOLD A POSITION OR ACT AS A MARKET MAKER
IN ANY FINANCIAL INSTRUMENT DISCUSSED HEREIN. CLIENTS SHOULD CONSULT THEIR OWN
ADVISORS REGARDING ANY TAX, ACCOUNTING OR LEGAL ASPECTS OF THIS INFORMATION AND
EXECUTE TRANSACTIONS THROUGH A J.P. MORGAN ENTITY IN THEIR HOME JURISDICTION UNLESS
GOVERNING LAW PERMITS OTHERWISE.

03/23/2012 05: 17 34 BRUNO IKSIL, JPMORGAN CHASE BANK says:
hello

03/23/2012 05:17:45 ADE ADETAYO, MORGAN (3.P.) says:
can I call you :

, 03/23/2012 05 18:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
sure

03/23/2012 05:18:14 ADE ADETAYO, MORGAN (J.P.) says:'
if you are free,\

03/23/2012 05:18:25 ADE ADETAYO, MORGAN A(J.P.) says:
thanks, whats your number

03/23/2012 05:18:39 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
0044 ‘

03/23/2012 05:50:23 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

javier mobile is -
Permanent Subcommittee on Investigations |
EXHIBIT #20
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. 03/23/2012 06:16:13 BRUNO IKSIL JPMORGAN CHASE BANK, says:

did you get Javier on the phone

03[23/2012 06:16:15 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

03/23/2012 06:16:23 BRUNO IKSIL, JPJMORGAN CHASE BANK, says:

btw we take a big hit today

03/23/2012 06:16:36 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

across the board

03/23/2012 06:16:44 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

right where we have a position

03/23/2012 06:17:17 ADE ADETAYO, MORGAN (J.P.) says
yes I called spoke to him quickly

03/23/2012 06:17: 24 ADE ADETAYO, MORGAN (J.P.) says
he sald will call me back -

ok

03/23/2012 06:17:30 BRUNO IKSIL JPMORGAN CHASE BANK says:

. cool -

03/23/2012 06:17:35 BRUNO IKSIL, JPMORGAN CHASE BANK says:

) thx for that

03/23/2012 06:18:34 ADE ADETAYO MORGAN (J.P. ) says:
seems people in the mkt know the posmon

03/23/2012 06:18:41 BRUNO IKSIL JPMORGAN CHASE BANK says:

yes

03/23/2012 06:18:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

they do

03/23/2012 06:18:56 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

and they have a chief commander

03/23/2012 06: 19:30 ADE ADETAYO MORGAN (J.R.) says:
no good

03/23/2012 06:19:42 BRUNO IKSIL JPMORGAN CHASE BANK, says:

no

03/23/2012 06:19:45 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

u see

03/23/2012 06:19:55 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

u will feel less alone very soon

03/23/2012 06:20:06 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

but like u

Confidential Treatment Requested by J.P. Morgan & Co.
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03/23/2012 06:20:09 BRUNO IKSIL, JPMORGAN CHASE BANK says:

i did not fail

: 03/23/2012 06:20:16 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

this is not what i will be told

03/23/2012 06:20:25 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

unlike you

83/23/2012 06:20:25 ADE ADETAYO, MORGAN (J P.) says:
amn ' :

03/23/2012 06:20:29 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i picked the trades

03/23/2012 06:20:36 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

- SO us ee

03/23/2012 06:20: 55 ADE ADETAYO, MORGAN (J P. ) says:
hope it turns out well for you

103/23/2012 06:21:03 ADE ADETAYO MORGAN (J P.) says:
I really hope so

03/23/2012 06:21:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

_ no well it is not the. end of the world

03/23/2012 06:21:19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

but the end of what i have done so far

03/23/2012 06:21:20 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

for sure

03/23/2012 06:21:26 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i cannot fight

'03/23/2012 06:21:29 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i cannot wait

03/23/2012 06:21:32 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i cannot argue

03/23/2012 06:22:51 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i may not come back on Monday

03/23/2012 06:23:00 ADE ADETAYO, MORGAN (J.P.) says:
really? ,

03/23/2012 06:23:03 ADE ADETAYO, MORGAN (J.P.) says:
oh no

_ 03/ 23/2012 06; 23 04 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

well

03/23/2012 06:23:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i will know this afternoon
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-03/23/2012 06: 23 15 ADE ADETAYO, MORGAN (J.P. ) says:
damn B

A03/23/2012 06:23:25 ADE ADETAYO, MORGAN (J.P.) says:
hope goes okay

03/23/2012 06:23:30 BRUNO IKSIL, JPMORGAN CHASE BANK, Says:

this is a big setup i think

03/23/2012 06:23:35 ADE ADETAYO, MORGAN (J P. ) says
I relly hope so .

03/23/2012 06:23:40 BRUNO IKSIL, JPMORGAN CHASE BANK, Says:

but i comes from the top

03/23/2012 06:23:56 BRUNOIKSIL, JPMORGAN CHASE BANK, says:

and there is little i can do

' 03/23/2012 06 24: 19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

if they let the book roll that will be a gain in the end

03/23/2012 06:24:26 BRUNO IKSIL, JPMORGAN CHASE BANK says:

-but the drawdown is huge

03/23/2012 06:24:39 BRUNO IKSIL, JPMORGAN CHASE BANK, says: -

a bit like the guys blowing on the super seniors

03/23/2012 06:25:38 ADE ADETAYO, MORGAN (J.P.) says:
“damn, so sorry to hear this

© 03/23/2012 06:26:23 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

ah it could be worse .

03/23/2012 06:26:30 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

I could have doe a bad trade

03/23/2012 06:26:37 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

u know some real big mistake

' 03/23/ 2012 06:26:40 BRUNO IKSIL, JPMORGAN CHASE BANK, saysf

i did not

03/23/2012 06:26:45 BRUNO IKSIL, JPMORGAN CHASE BANK says:

but u know how it is

03/23/2012 06:26:49 BRUNO IKSIL JPMORGAN CHASE BANK, says:

once the loss is there

103/23/2012 06:26:58 BRUNO IKSIL, JPMORGAN CHASE BANK, says: .

good trades look like very abd trades

03/23/2012 06:27:07 BRUNO IKSIL, JPMORGAN CHASE BANK says:

and this is where all this stops

03/23/2012 06:27:19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i am not so much at loss-
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03/23/2012 06:27:21 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
net net

03/23/2012 06:27:28 BRUNO IKSIL, JPMORGAN CHASE BANK says:
if they just freeze the book

03/23/2012 06 27:32 BRUNO IKSIL, JPMORGAN CHASE BANK; says:
that will be a gain

03/23/2012 06:27:44 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
. but the damage to me is irreversible

03/23/2012 06:27:52 BRUNO IKSIL, JPMORGAN CHASE BANK says:
and that was the aim i.think

© 03/23/2012 06:28:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
it is flattering to see all these guys devoting so much energy to that aim

03/23/2012 06:28:33 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
the pain for me is sam as for you

03/23/2012 06:28:48 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
to distance myself from wat ketp alive for so many years

03/23/2012 06:29:06 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
and to keep a positive memory of all this ‘

03/23/2012 06 29:18 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ie not giving too much importance to today's events

03/23/2012 06:30:41 ADE ADETAYO, MORGAN (J.P.) says:
WOow

03/23/2012 06:30:52 ADE ADETAYO, MORGAN (3.P.) says
so sad this is happening

03/23/2012 06:30:59 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
|t had to happe

03/23/2012 06: 31 08 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
lt started back in 2008 you see

©03/23/2012 06:31:15 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
i survived pretty well ,

03/23/2012 06:31:23 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
until i was alone

03/23/2012 06:31:29 BRUNO IKSIL, JPMORGAN CHASE BANK, says:.
to be the target

03/23/2012 06:31:39 ADE ADETAYO MDRGAN (J.P.) says:
u alone now?

03/23/2012 06:31:53 ADE ADETAYO, MORGAN (J.P.) says
~you have the backmg of londin rlght?
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03/23/2012 06:31:58 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
yes i mean the guys know my position because i am too big for the market

103/&23/2012 06:31:59 ADE ADETAYO, MORGAN (J.P.) says:
ondon

03/23/2012 06:32:02 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

yes

03/23/2012 06:32:04 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

._ i did

03/23/2012 06:32: 11 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

because i made a lot of money

03/23/2012 06:32:17 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

there was no other reason

03/23/2012 06:32:21 BRUNO IKSIL JPMORGAN CHASE BANK says:

_this year _ ,
03/23/2012 06:32:47 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

for the first time, achllles started thmkmg i could be of use other than to make money

03/23/2012 06:32:56 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
just to protect the whole group

03/23/2012 06:33: OZ'BRUNO IKSIL, JPMORGAN CHASE BANK, says:

but here is the loss

03/23/2012 06:33:10 BRUNO IKSIL,-JPMORGAN CHASE BANK, says:

and it becomes too large

03/23/2012 06:33:13 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

and thisis it

03/23/2012 06 33:28 ADE ADETAYO MORGAN (J. P) says:
will he bck you?

03/23/2012 106:33:28 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

we realize that i am too visible

03/23/2012 06:33:37 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

‘up to a point yes

03/23/2012 06:33:44 ADE ADETAYO, MORGAN (J.P.) says:
good

03/23/2012 06:33: 47 BRUNO IKSIL, JPMORGAN CHASE BANK says:

but here this is too big an issue

03/23/2012 06:33:56 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

it is out of my hands already

03/23/2012 06:35:19 ADE ADETAYO, MORGAN (J.P.) says:
so what happens now?
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03/23/2012 06:35:37 ADE ADETAYO, MORGAN (J.P.) says:
" you having a meeting with Javier and Achilles

03/23/2012 06:35:39 ADE ADETAYO, MORGAN (3.P.) says:
? , '

- 03/23/2012 10:20:58 ADE ADETAYO, MORGAN (J.P.) has left the room

03/23/2012 11:30:22 ADE ADETAYO, MORGAN (J.P.) has joined the room

03/23/2012 11:30:22 ADE ADETAYO, MORGAN (J.P.) says: _

*** MORGAN (J.P.) (20833) Disclaimer: THIS IS FOR INFORMATION ONLY AND NOT. THE PRODUCT OF
JPMORGAN °S RESEARCH DEPT.IT IS INTENDED FOR THE RECIPIENT ONLY.IT IS NOT AN OFFER OR
SOLICITATION FOR PURCHASE OR SALE OF ANY FINANCIAL PRODUCT AND NOT SUITABLE FOR PRIVATE
CUSTOMERS.PRICES ARE INDICATIVE ONLY.WE MAY HOLD A A"POSITION OR ACT AS MARKET MAKER IN
ANY FINANCIAL PRODUCT DISCUSSED ABOVE. CLIENTS SHOULD CONSULT THEIR ADVISORS ON :
TAX,ACCOUNTING,LEGAL OR OTHER ISSUES ARISING AND EXECUTE TRADES THROUGH A JPM ENTITY IN
. THEIR HOME JURISDICTION UNLESS GOVERNING LAW PERMITS OTHERWISE. FOR A"INFORMATION .
ABOUT JPM UK ENTITIES REFER TO A”www.jpmorgan.com/pages/disclosures 2009 JPMORGAN CHASE &
CO. JPMSL IS AUTHORISED AND REGULATED BY THE FSA. '

03/23/2012 12:35:37 ADE ADETAYO, MORGAN (1.P.) has left the room
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From: JULIEN GROUT <JGROUT3@ EiENEREEE
Sent:  Fri, 23 Mar 2012 18:37:47 GMT

To: JULIEN GROUT <JGROUT3@ NSNS ; JULIEN GROUT <julien.g.grout@jpmchase.com>;
" BRUNO IKSIL <BIKSIL2@ NS, BRUNO IKSIL <bruno.m.iksil@jpmorgan.com>
Subject: ‘

03/23/2012 05:45:49 JULIEN GROUT, JPMORGAN CHASE BANK, has joined the room

03/23/2012 05:45:50 JULIEN GROUT JPMORGAN CHASE BANK, says: . ,
*** JPMORGAN CHASE BANK, (741671) Disclaimer: THIS IS FOR INFORMATION ONLY, NOT AN OFFER OR
SOLICITATION FOR THE PURCHASE OR SALE OF ANY FINANCIAL INSTRUMENT, NOR AN OFFICIAL
CONFIRMATION OF TERMS. THE INFORMATION IS BELIEVED TO BE RELIABLE, BUT WE DO NOT
WARRANT ITS COMPLETENESS OR ACCURACY. PRICES AND AVAILABILITY ARE INDICATIVE ONLY AND
ARE SUBJECT TO CHANGE WITHOUT NOTICE. WE MAY HOLD A POSITION OR ACT AS A MARKET MAKER
IN ANY FINANCIAL INSTRUMENT DISCUSSED HEREIN. CLIENTS SHOULD CONSULT THEIR OWN
ADVISORS REGARDING ANY TAX, ACCOUNTING OR LEGAL ASPECTS OF THIS INFORMATION AND
EXECUTE TRANSACTIONS THROUGH A J.P. MORGAN EN lII Y IN THEIR HOME JURISDICTION UNLESS
GOVERNING LAW PERMITS OTHERWISE.

-03/23/2012 05:45: 54 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bruno

03/23/2012 05:45:54 BRUNO IKSIL, JPMORGAN CHASE BANK, has joined the room .

03/23/2012 05:45:54 BRUNO IKSIL JPMORGAN CHASE BANK says:

*** JPMORGAN CHASE BANK, (748320) Disclaimer: THIS IS FOR INFORMATION ONLY, NOT AN OFFER OR

SOLICITATION FOR THE PURCHASE OR SALE OF ANY FINANCIAL INSTRUMENT, NOR AN OFFICIAL
"ONFIRMATION OF TERMS. THE INFORMATION IS BELIEVED TO BE RELIABLE, BUT WE DO NOT
_JARRANT ITS COMPLETENESS OR ACCURACY. PRICES AND AVAILABILITY ARE INDICATIVE ONLY AND

ARE SUBJECT TO CHANGE WITHOUT NOTICE. WE MAY HOLD A POSITION OR ACT AS A MARKET MAKER

IN ANY FINANCIAL INSTRUMENT DISCUSSED HEREIN. CLIENTS SHOULD CONSULT THEIR OWN

. ADVISORS REGARDING ANY TAX, ACCOUNTING OR LEGAL ASPECTS OF THIS INFORMATION AND

EXECUTE TRANSACTIONS THROUGH A-J.P. MORGAN ENTITY IN THEIR HOME JURISDICTION UNLESS
GOVERNING LAW PERMITS OTHERWISE.

03/ 23/2012 05: 45:59 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
salut .

03I/23/2012 05:46:01 JULIEN GROUT JPMORGAN CHASE BANK, says:
“salut

03/23/2012 05:46:03 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
C mort la :

03/23/ 2012 05: 46 28 JULIEN GROUT, JPMORGAN CHASE BANK, says:
davnd de CS appoelle au sujet des skew trades. je lui demande un prix ferme sur indice vs smgle names?

03/23/2012 05:46:32 JULIEN GROUT, JPMORGAN CHASE BANK, says:
coupons matched etc

' 03/ 23/ 2012 05:46:33 JULTIEN GROUT, JPMORGAN CHASE BANK, says:

\3/ 23/2012 05:46: 42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
OUI
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From: JULTEN GROUT <JGROUT: RN Subcommittee on Investigations
Sent: Fri, 23 Mar 2012 18:37 :47 GMT '
- To: TULTEN GROUT <JGROUT3 @\, roLEN GROUT
<j ulien .g.grout@jpmchase. com>; BRUNO IKSIL <BIKSIL2@— BRUNO
IKSIL <bruno.m.iksil@jpmorgan.com>
Subject: '

03/23 /20]205:45:49 JULIEN GROUT, JPMORGAN CHASE BANK, has joined the room
03 /23/201205:45:50 JULIEN GROUT, JIPMORGAN CHASE BANK, says:

*** IPMORGAN CHASE BANK, (741671) Disclaimer; THIS IS FOR INFORMATION ONLY, NOT
AN OFFER OR SOLICITATION FOR THE PURCHASE OR SALE OF ANY FINANCIAL
INSTRUMENT, NOR AN OFFICIAL CONFIRMATION OF TERMS. THE INFORMATION IS
' BELIEVED TO BE RELIABLE, BUT WE DO NOT WARRANT ITS COMPLETENESS OR :
ACCURACY PRICES AND AVAILABILITY ARE INDICATIVE ONLY AND ARE SUBJECT TO
 CHANGE WITHOUT NOTICE. WE MA Y HOLD A POSITION OR ACT AS A MARKET MAKER
IN ANY FINANCIAL INSTRUMENT DISCUSSED HEREIN. CLIENTS SHOULD.CONSULT
'THEIR OWN ADVISORS REGARDING ANY TAX; ACCOUNTING OR LEGAL ASPECTS OF
THIS INFORMATION AND EXECUTE TRANSACTIONS THROUGH A IP. MORGAN ENTITY
IN THEIR HOME JURISDICTION UNLESS GOVERNING LAW PERMITS OTHERWISE.

03/23/20 ]205 45 :54 IUL]EN GROUT, JPMORGAN CHASE BANK says:
bruno

03/23/20 12054554 BRUNO IKSIL, JPMORGAN CHASE BANK, has joined the room
03/23120 12 05 :4554 BRUNO IKSIL, JPMORGAN CHASE BANK, says

#%% JPMORGAN CHASE BANK, (748320) Disclaimer: THIS IS FOR INFORMATION ONLY, NOT
AN OFFER OR SOLICITATION FOR THE PURCHASE OR SALE OF ANY FINANCIAL
INSTRUMENT, NOR AN OFFICIAL CONFIRMATION OF TERMS. THE INFORMATION IS
BELIEVED TO BE RELIABLE, BUT WE DO NOT WARRANT ITS COMPLETENESS OR
ACCURACY. PRICES AND AVAILABILITY ARE INDICATIVE ONLY AND ARE SUBJECT TO
CHANGE WITHOUT NOTICE. WE MAY HOLD A POSITION OR ACT AS A MARKET MAKER
IN ANY FINANCIAL INSTRUMENT DISCUSSED HEREIN. CLIENTS SHOULD CONSULT
THEIR OWN ADVISORS REGARDING ANY TAX, ACCOUNTING OR LEGAL ASPECTS OF
THIS INFORMATION AND EXECUTE TRANSACTIONS THROUGH A IP. MORGAN ENTITY

IN THEIR HOME JURISDICTION UNLESS GOVERNING LAW PERMITS OTHERWISE.

03/23/201205 45:59 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

salut

hi

031231201205:46:01 IULTEN GROUT, IPMORGAN CHASE BANK, says:

salut ,
h

- 03/23/20 1205:4603 BRUNO IKSIL, IPMORGAN CHASE BANK, says:
cmortla
it is over/it is hopeless now
03/23 /20 1205:46:28 TULIEN GROUT, IPMORGAN CHASE BANK, says: A
david de CS appoelle au sujet des skew trades. je lui demande un prix ferme sur indice vs single names?
David from CS calls about skew trades. I ask him a firm price on index vs single names?
03/23/201205:46:32 JULIEN GROUT, JPMORGAN CHASE BANK, says:
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coupons matched etc
- coupons matched etc
03/23/20] 2054633 JULIEN GROUT, J’PMORGAN CHASE BANK says:
o
? .
03/23/201205:46:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
yes
03/23/20 1 205 46:46 BRUNO IKSIL, .TPMORGAN CHASE BANK, says:
¢ un full upfront
itis a full upfront ‘
03/23/20 1205:46:54 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok understood
ok understood ' '
03 /23/201205: 48 11 JULIEN GROUT, JPMORGAN CHASE BANK, says:
pour revenir a ton premier point
to get back to our first point
03 /23 /20 1205:48: 14 BRUNO IKSIL, JPMORGAN CHASE BANK, says
continue a vendre la ss
keep on selling the ss
03/23/201205:48 :25 BRUNO IKSIL JPMORGAN CHASE BANK, says:
leve la 0-3 10yr
levy/raise/exercise the 0-3 10yr
03/23/20 1205 :48 :28 JULIEN GROUT, JPMORGAN CHASE BANK, says
on en discutera lundi si tu veux bien,
we will talk about that on Monday if it is fine with you
03 /23 /20 1205:48 :32 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok ok je continue ca
ok ok I continue that
03123/20 1205:48 :38 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
.oui
yes
- 03 /23 /201205:48:48 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
Jje te dis
T tell you
03/23/201 205:48:52 BRUNO TKSIL JPMORGAN CHASE BANK; says
ils vont nous defoncer .
they are going to trash/destroy us
03/23/20 12 05:48 :56 JULIEN GROUT, JPMORGAN CHASE BANK, says :
v a bep a dire, mais je ne veux pas charger ta charette qui est deja bien remplie
there is a lot to say, but [ don’t want to burden you more than you already are
03/23 /20 12 055228 BRUNO IKSIL, JPMORGAN CHASE BANK, says
¢ soir tu as au moins 600m
tonight you’ll have at least 600m
03123/201 2055236 BRUNO IKSIL, JPMORGAN CHASE BANK, says
BID ASK -
BID ASK
03/23 /20 120552:40 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
MID :
MID
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03123120 1205 :52 :51 BRUNO TKSIL, JPMORGAN CHASE BANK, says:
BID ASK TU AS 300M AU MOINS
BID ASK YOU HAVE 300M AT LEAST
©03/23/2012 05:54:46 JULIEN GROUT, JPMORGAN CHASE BANK, says:
tu as vu le run de jospehine.. attack full force.
You have seen Josephine’s run.. attack full force.
03/23/2012 05:57 : 56 BRUNO IXSTL, JPMORGAN CHASE BANK, says
oui
yes
03/23/20120557: 59 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
c parbout :
it is everywhere/all over the place
03/23/20 12 0558:04 BRUNOQ IKSTL, 'JPMORGAN CHASE BANK says:
on est mort je te dis .
we are dead I tell you
03/23 /2012 05:58 : 19 BRUNO IKSIL, JPMORGAN CHASE BANK, says
mais bon ¢ hors de mon controel maintenant’
but then it is out of my hands now
. 03/23/2012 05:58:27 BRUNO TKSIL, JPMORGAN CHASE BANK, says:
j'ai fait ce qu'il fallait 4
-1did what I had to do
03 /23 /2012 06:04.:04 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok
ok
03/23/2012 06: 18:11 JULIEN GROUT, JPMORGAN CHASE BANK, says
oula bop ... ’
wow bnp... '
03/23/2012 07:2702 JULIEN GROUT, JPMORGAN CHASE BANK says:
bruno/
bruno/ _
03/23/2012 07:30:46 BRUNO IKSTL, JPMORGAN-CHASE BANK, says:
oui . _ o ; .
yes
03/23/2012 07: 31:38 JULIEN GROUT, JPMORGAN CHASE BANK, says
'arret du trading ¢ nous 3 ou juste moi? A
The stop of the trading, is it the 3 of us or only me ?
03123/2012 07:31: 49 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
toi
you
03123/2012 07:31 :52 BRUNO IKSTL, JPMORGAN CHASE BANK, says:
sur core
' on core- i
03/23/2012 07:31 :52 JULIE GROUT, JPMORGAN CHASE BANK, says:
ok .
"ok '
03723/2012 07:32:05 JULIEN GROUT, JPMORGAN CHASE BANK, says
eric/luis ils peuvent continuer, sur leur tactical
eric/luis can go on, on their tactical )
03/23/2012 07:32:06 BRUNO IKSIL, JPMORGAN CHASE BANK says
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continue surlassles0-3 1 Ayr

goonwiththessthe 0-3 1 Ayr

03/23/2012 67:32:07 JULIEN GROUT, JPMORGAN CHASE BANK1 says
ok?

0Ok?

03/23/2012 07:32:11 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
oui

yes

03 /23720 1207:32:27 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
continue sur les 25-35 HY -

go on with the 25-35 HY

03123/20 120732:32 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
pas les 15-25

not the 15-25 A

03/23/201207:32:53 JULIEN GROUT, IPMORGAN CHASE BANK, says:
ok

ok

03/23/201207:33 :02 JULIEN GROUT, JPMORGAN CHASE BANK, says:
tu pourras me donner la couleur stp? s'il y en a.

will you give me the color please ? if there is some.

03/23120 1207:33: 17 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
rien poour le moment

nothing for now '

03 /23/201207:33 . 20 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok

ok

03/23/20 120733 :28 BRUNO IKSIL JPMORGAN CHASE BANK, says:-
ca va se negocier avec I'IB

it will be negotiated with the IB :

03/23/20 1207:33:34 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
tout en haut

at the top

031231201207:33:41 BRUNO IKSIL JPMORGAN CHASE BANK, says
et je vais en prendre pour mon grade

and I am going to be hauled over the coals

03/23/20 1207:33:44 JULIEN GROUT, JPMORGAN CHASE BANK, says
today?

today?

03/23/20 120733:49 BRUNO IKSIL JPMORGAN CHASE BANK, says:
mais bon on a du carry

but we have some carry

03123/20 1267:33 :51 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ah? cela t'a ete confirme/

ah ? it was confirmed to you ?

03/23/20 1207:34:03 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
¢ pas necessaire ,

it 18 not necessary

03/231201207:34:20 BRUNO IKSIL, JPMORGAN CHASE BANK, says
tu ne perds pas 500M sans conseugences

you don’t lose 500M without consequences
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03/23/20 12 07:34:30 BRUNO TKSIL, JPMORGAN CHASE BANK, says
garde le pour toi

keep it for you

03123/201207:34:39 JULIEN GROUT JPMORGAN CHASE BANK, says:
oh oui

oh yes

03/23 /20 120734:52 BRUNO IKSIL JPMORGAN CHASE BANK, says:

¢ le bon sens qui me ditca

good sense tells me so

03/23120 120746:55 JULIEN GROUT, JPMORGAN CHASE BANK, says:

- tua as parle a august? sinon, je lui dis de nous montrer le skew trade (sous le bon format)?
Did you talk to august ? otherwise, I tell him to show us the skew trade (under the good format)?
03 /2312012074729 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
oul )

“yes

03/23 /20-12074735 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok

ok

03/23/20 120747:38 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

. essale de collecter des prix fermes

fry to collect firm prices

03/23 720 1207 4 745 BRUNO IKSIL JPMORGAN CHASE BANK, says:
je n'ai rien vu de ferme pour le moment

I haven’t seen anything firm for now

03/23/20 1207481 5 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok

ok

03123/2012 07: 56 47 JULIEN GROUT, JPMORGAN CHASE BANK, says
Bruno? tu as besoin de gqcho/

Bruno ? do you need anything ?

03/23/20 12 08:13: ]6 JULIEN GROUT, JPMORGAN CHASE BANK, says
bon bruno '

well bruno

03/23 /20 1208:13 :26 JULIEN GROUT, JPMORGAN CHASE BANK, says:
Jawer est reparti dans un conf call avec A

javier is back again in a phone call with A

03 /23/2012081332 JULIEN GROUT, JPMORGAN CHASE BANK, says:
je n'al pas pu lui parler

I couldn’t talk to him

03/23 /201208 14 :05 BRUNO JKSIL, IPMORGAN CHASE BANK, says:
ok

ok ' '

03 /23/201 208 14:24 JULIEN GROUT, JPMORGAN CHASE BANK, says:

mais bon il n'avait pas 1'ai conceme par des slidse .. pluiot autre chose

but anyway he did not seem concerned by the slides.. rather something else

03/23 /2012 08:14:35 JULIEN GROUT, JPMORGAN CHASE BANK, says

je vais chercher le dej et je reviens

I am going to get lunch and I come back

03 /23/2012 08:26: 17 BRUNO IKSIL, JPMORGAN CHASE BANK, says

tues la?
Are you here?
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03/23 /2012 08:31:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
urgent
urgent
03 /23/20 12 08:3349 JULIEN GROUT JPMORGAN CHASE BANK, say s:
oui
yes ' :
03/23/2012 085930 BRUNO IKSIL, JPMORGAN CHASE BANK, says:’
regarde ton email '
look at your email
03 /23/20 1209:0002 BRUNO IKSIL, JP)MORGAN CHASE BANK, says:

essaye de retrouver les run de roman shukhman sur ig9 pour montrer qu'ils sont plus steep et mettent le

ig9 10yr plus que le marche

try to find roman shukhman’s runs on ig9 in order to show that they are © more steep”/steeper and that

- they put the ig® 10 yr more than the market .
03123/20 1209:01 :36 JULIEN GROUT, JPMORGAN CHASE BANK, says
bruno
bruno
-03 /23/20 120902:07 BRUNO IKSIL, JPMORGAN CHASE BANK, says
essaie de retrouver les chat sur les chat de jp ou ils nou sniffent
_ try to find the chats about the jp’s chat where they sniff us -
03123 /2012090213 JULIEN GROUT, JPMORGAN CHASE BANK, says:
tu te rappelles I'histoire de debut d'annee avec Sylvain sur le roll §9 5y7
do you remember the story from the beginning of the year with Sylvain on the s9 Sy roll ?

03/23 /20120902:20 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
non : . o

no
03 /23/20 1209:02:26 BRUNO IKSIL, JPMORGAN CHASE BANK, says
¢'etatt koi deja? A
‘What was it again?
03123 /20120962:41 JULIEN GROUT, JPMORGAN CHASE BANK, says
j'avais checke sylvain, et fait une gross taille de roll s9 Sy
I had checked with Sylvain and done a big size of roll s9 5y
03/231201209:0251 JULIEN GROUT, JPMORGAN CHASE BANK, says:
peux de temps apres il me dit que jpm le lift dessus '
. shortly after he tells me that jpm lifts him from it
03/231201209:0256 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ah oui
oh yes :
03/23 /20 1209:03:04 BRUNO TKSIL, JPMORGAN CHASE BANK, says:
il faut le retrouver celui la
we need to find this one ’
© 03/23 /20 1209:03 :13 JULIEN GROUT, JPMORGAN CHASE BANK, says -
" je 'ai, en francais malheureusement
I have it, in French unfortunately
03 /23/20120903 :21 BRUNO IKSIL JPMORGAN CHASE BANK, says
¢ pas grave envoie
it does not matter, send it -
03123 /20 120903:3 1 JULIEN GROUT, JPMORGAN CHASE BANK, says
en rrecanche peux tu me rappeler ce que tu avais trade/booke?
However could you remind me what you traded/booked ?
03123120 120903 :33 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
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achilles comprend tres bien le francais

achilles understands French very well ’
03 /23 /20 1209:03:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
cad?

Which means? ‘

03 /23 /201209:03:48 JULIEN GROUT, JPMORGAN CHASE BANK, says:
je veux le timing exact

I want the exact timing

03/23/20 1209:03:56 BRUNO IKSIL, JPMORGAN CHASE BANK, says
de quoi?

of what ?

03/23/20 1209:04:03 JULIEN GROUT, IPMORGAN CHASE BANK, says
ben des evenements

well, of the gvents '
03/23/2012090416 JULIEN GROUT, IPMORGAN CHASE BANK, says
parce que si tu as deja traite du roll avant mot la dessus

because if you have already treated some roll before me on that
03123/2012090420 JULIEN GROUT, JPMORGAN CHASE BANK, says
-ca sera encore plus limpide

it will be even clearer

03 /23 /20 120904:23 JULIEN GROUT, JPMORGAN CHASE BANK, says:
tu vois? , .

Do yousee ?

03123/20 1209:04:32 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
Jje ne me souviens plus

I don’t remember

03/23/201209:04:39 JULIEN GROUT, JPMORGAN CHASE BANK, says
ok je regarde le blotter '

ok I look at the blotter _

03/23/201209:04:41 BRUNO IKSIL, IPMORGAN CHASE BANK, says:

¢ quel jour?

What day isit ? :

03/23 /20 1209:05:27 JULIEN GROUT, JPMORGAN CHASE BANK, says:’
ah ui | tu as traite 250m de roll s9 avec db a 7h55 !!:

oh yes! You dealt with 250m of roll s9 with db at 7h55!!

03/23/20 120905 :29 JULIEN GROUT, JPMORGAN CHASE BANK, says
le 4-jan

on 4% Jan

03 /23/20 120906:11 BRUNO IKSIL, JPMORGAN CHASE BANK; says:
ok’ )
ok '
03/23/720 ] 209:0618 BRUNO IKSIL, JPMORGAN CHASE BANK, says
tu as le chat?

Do you have the chat?

03/23/20 120906:22 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ajoute le

add it

03/23 /20 1209:06 :29 JULIEN GROUT, JPMORGAN CHASE BANK, says:
avec sylvain? oud A
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with Sylvain 7 yes
03/23/20120906:31 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
j& ne vois rien chez moi )
I can’t see anything on mine
03 /23 /20 1209:06:37 BRUNO IKSTL, JPMORGAN CHASE BANK, says
mais je me rappelle ' :
but I remember
- 03/23/201209: 14:32 JULIEN GROUT, JPMORGAN CHASE BANK, says:
- ok apparemment tu as booke e trade vers 8h20 ce jour la, moi j'ai trade a Sh.
ok apparently you booked the trade around 8h20 this day; and I traded at Sh.

03/23/20 12 09: 14 :52 BRUNO IKSIL, JPMORGAN CHASE BA.NK, says
cool .

cool

03 /23 /20 1209:5007 JULIEN GROUT, JPMORGAN CHASE BANK says:
pour I'instant je n'ai que 5 'pieces’ au dossier

for now I have only 5 documents in the file

03 /23/201209:53:45 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
regarde ton email

look at your email
103/23/20 1209:53:49 JULIEN GROUT, JPMORGAN CHASE BANK, says:
vu

seen

037231201 209 53:50 JUL[EN GROUT, JPMORGAN CHASE BANK, says:
un de plus

one more '
03/23/201209:54: 03 BRUNO IKSIL, JPMORGAN CHASE BANK, says -
ben oui on ne va pas bosser comme si on etait parano tout le temps aussi

well yes, we are not going to work as if we were paranoid all the time!

03/23120 1209:54:25 JULIEN GROUT, JPMORGAN CHASE BANK says:
6 pieces

6 documents

03/23120120956:24 BRUNQ IKSIL, JPMORGAN CHASE BANK, says: .
regarde tes chats a toi avec JP guys B

look at your own chats with the JP guys

03/23 /2012 10:05 :37 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
je fais Mark Shirfan ‘

1 look at Mark Shirfan '

03 /23/20 12 10:2250 JULIEN GROUT, JPMORGAN CHASE BANK, says:
vois les emails stp

look at the emails please

03/23/20121023 14 BRUNO IKSIL JPMORGAN CHASE BANK, says
je vois _

1see

03/23 /20 12 10:23:21 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
* lavar explose

the var explodes
0312312012 10:2328 JULIEN GROUT, JPMORGAN CHASE BANK, says:
oul
yes -
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03/23/20 12 10:23 :35 BRUNO IKSIL, J’MORGAN CHASE BANK, says:

¢ foutu
it is over

03/23 /20 12 10:23 :37 JULIEN GROUT, JPMORGAN CHASE BANK, says:

le sule moyen ¢ le book a zero

- the only way is the book at zero ‘ :
03123 /20 12 10:25 :04 JULIEN GROUT, JPMORGAN CHASE BANK, says:

tu peux me dire ce que t'a dit ade ce matin?

Can you tell me what ade told you this morning?

03/23/201210:2550 BRUNO TKSIL, JPMORGAN CHASE BANK, says

3 gars de I'ib sont venus lui demander ma taille sur ig9

3 IB guys came to ask him my size on ig9

03 /23 /2012 1026:08 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
je ne veux pas savoir qui ¢

I don’t want to know who it is , '

03/23/2612 1026: 19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
je suis sur le call .

T am on the call

03/23/2012 10:28:01 BRUNO IKSIL JPMORGAN CHASE BANK, says
as tu eu des updates sur.les marginal?

Did you get the updates about the marginal?

- 03/23/201210:28:06 JULIEN GROUT, JPMORGAN CHASE BANK, says:

no
no
03/23/201210:28:10 BRUNO IKSIL JPMORGAN CHASE BANK, says:

wa

wa |

03/23/2012 10:28:22 IULIEN GROUT JPMORGAN CHASE BANK, says:
48.7

48.7

03 /23 /2012 10:2848 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
les marginals sur le rwa

- the marginals on the rwa

03 /2312012 10:29: 15 JULIEN GROUT, JPMORGAN CHASE BANK, says:
non rien ., 0 COUTS

no, nothing.. in progress -

03/23 /2012 10:29:33 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
j'en ai besoin

1 need them 4

03/23/2012 10:2939 JULIEN GROUT JPMORGAN CHASE BANK, says
Je sals

I know

03/23/20] 2 10:2944 JULIEN GROUT, JPMORGAN CHASE BANK, says:

je viens de relancer pat -

- 1 just asked Pat again

03 /23 /2012 10:29:59 BRUNO IKSIL JPMORGAN CHASE BANK, says:
merci

~ thanks

03 /23 /2012 10: 31 18 JULIEN GROUT JPMORGAN CHASE BANK, 5ays

tu peux me faire les transcripts de david gldenberg a CS stp?
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Can you please do/check david gldenberg’s transcripts to CS ?
03 /2312012 10:31 :38 BRUNO IKSIL, IPMORGAN CHASE BANK, say s:
je suis sur le call
1 am on the call
03/23/2012 10 3145 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok
ok
03/23/2012 10:3148 BRUNO IKSIL JPMORGAN CHASEBANK, says
tout est sur le chat de cs
everything in on ¢s’s chat
- 03/23 /2012 10:31 58 BRUNO IKSIL, JPMORGAN CHASE BANK, says
“peux tu le faire,
can you do it?
©03/23/20 12 10:3203 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok
- ok
03 /2312012 10 57: 13 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
appelle moi qd tu peux
. callme whenyoucan ,
03/23/20 1211 :36: 16 JULIEN GROUT JPMORGAN CHASE BANK, says:
‘tjs en ligne?
- Still online ?
03123/20 12 11 ;3842 JULIEN GROUT, JPMORGAN CHASE BANK, says.
dis moi quand tu as pu retrouver les chats de David Goldenberg
tell me when you can find David Goldenberg’s chats
03/23 /20 12 11 :3843 JULIEN GROUT, JPMORGAN CHASE BANK, says:
stp
please
03/23 /720 12 1200:09 BRUNO IKSIL, .TPMORGAN CHASE BANK, says:
¢ sur le chat de cs sur la fin de mois
Itis on cs’s chat at the end of the month
03/23/2012 1200 16 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
et il ya celui de citi ‘
and there is the citi one
03/23/20 12 1200:28 BRUNO IKSIL JPMORGAN CHASE BANK, says
il faut montrer les deux en parallel
~ you need to show both in parallel
03/23/20 1212 00 3 4 JULIEN GROUT, JPMORGAN CHASE BANK, says
peux tu me les envoyer stp?
~ Can you send them to me please? :
03/23/20 12 12:0106 BRUNO IKSIL, JPMORGAN CHASE BANK, says
ok je fqis citi
ok I do citi
" 03/23/20 12 12:01 :12 BRUNO IKSIL, IPMORGAN CHASE BANK, says:
tu peux fgire cs?
Can you do ¢s please ?
03 /23/2012 12:0339 JULIEN GROUT, JPMORGAN CHASE BANK, says
CETAIT SUR QUOIDEJA 7 LES 6B? A
About what was it again? The 6B?
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03 /23/20 1212:0440 BRUNO IKSIL, .TPMORGAN CHASE BANK1 says:
ok laisse tomber

ok give it up
03/23/20 12 12:0441 BRUNO IKSIL, JPMORGAN CHASE BANK, says
jeefais
Idoit
03123720 12 1204:54 JULIEN GROUT, JPMORGAN CHASE BANK, says:
desole y avait javier J 'ai perdu le fil .
sorry javier was here and I lost track
03 /23/2012 12:04:59 BRUNO IKSIL, JPMORGAN CHASE BANK, says;
pas de pb
no pb
0312312012 12:05:06 BRUNO IKSIL JPMORGAN CHASE BANK, says:
regarde tes email
look at your emails
03/23/2012 1205:16 BRUNO TKSn.., JPMORGAN CHASE BANK, says:
" je faire ] Janwer ot fevrier sur credit suisse
-Tam going to do January and February on credit suisse '
03/23 /2012 12:05:44 JULIEN GROUT, JPMORGAN CHASE BANK, says:
peux tu te rappeler des chats ou les traders te disaient que 1'IB poussait sur ig9?
Can you remember chats where the traders told you that the IB insisted on ig97 -
03 /2312012 12:07:45 BRUNO TKSIL, JPMORGAN CHASE BANK, says:
non ‘ ~
no
03/23 /201212:07:47 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ascun
none
03/23 /2012 12: 19:23 JULIEN GROUT, .TPMORGAN CHASE BANK, says:
bruno v
bruno
03/23/2012 12: 19:39 BRUNO IKSIL, .TPMORGAN CHASE BANK, says:
oul .
yes
© 03/23/201212: 19:46 BRUNO IKSIL, JPMORGAN CHASE BANK, says
ignore le dernier email pour csfb*
disregard the last email for csfb
03 /23 /2012 12 19:49 BRUNOQO TKSIL, JPMORGAN CHASE BANK, says:
¢ un dupe _
it is a trick
03 /23 /2012 12: 1952 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bon j'al les marginals old fashion
well, I have the old fashion marginals
103/23 /201212 1956 BRUNO IKSIL, JPMORGAN CHASE BANK, says
ah demande a Javier ,
ah ask Javier
03 /23 /2012122001 BRUNO IKSIL, JPMORGAN CHASE BANK, says
quel pal on print today
~ what pnl we print today
*03 /2372012 12:20:08 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
je ne sais plus la
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1 don’t know anymore
03 /23 /20121220:22 JULIEN GROUT, IPMORGAN CHASE BANK, says:
j'al aussi les marginals pour un split IRC/optimal tranches book, ca t'interesse?
1 also have the marginals for a split IRC/optimal tranches book, are you interested ?
03/23/20 12 12:20:29 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
oui . .
yes
03 /23/2012 12:20:33 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
- stp va voir Javwr
please, go see javier
03/23/2012 12:20:40 BRUNOQ IKSIL, JPMORGAN CHASE BANK, says:
je ne sais pas quel pnl envoyer la
I don’t know which pni I should send
03 /2312012 12:20:42 JULIEN GROUT, JPMORGAN CHASE BANK, says
ok je vais aller lui demander. il pense que les pieces que j'ai amassees ne sont pas assez
ok I am going 1o ask him, he thinks that the documents that I collected are not enough

03/23/20 121 2:20:44 JULIEN GROUT, JPMORGAN CHASE BANK, s3ys:
ok

ok
03 /23120 1212:20:49 JULIEN GROUT, JPMORGAN CHASE BANK, says
je vais aller lui envoyer
I am going to send them to hlm '
03 /23/201212:22:32 BRUNO IKSIL, JPMORGAN CHASE BANK, says
dis moi gd core delta est updated
tell me when core delta is updated
03/23/201212:24:27 JULIEN GROUT, JPMORGAN CHASE BANK, says
done
done
03 /2312012 12:24:51 JULIEN GROUT, IPMORGAN CHASE BANK, says:
si on doit faire bep plus de ig9 vs igl8 il faut faire une simulation sur le rwa via Pat
if we must do much more ig9 vs igl8, we need to do a simulation on the rwa via Pat
03/23/2012 12:27: 17 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bon je fais le pnl la
well, I do the pnl now
03/23/2012 1227: 18 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok?
ok?
031231201212:29:55 BRUNO IKSIL JPMORGAN CHASE BANK, says -
ah non on ne fera jamais ca |
oh no, we will never do that ! ’
03/23/20 12 12:2959 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
yen a mare alafin
enough is enough
03/23/20 12 12:30 13 BRUNO IKS[L JPMORGAN CHASE BANK, says:
tu as parle a Javier?
Did you talk to Javier? ‘ ‘
03/23/20 1212:37: 12 JULIEN GROUT, JPMORGAN CHASE BANK, says:
tu noteras qu'il veut faire les simuls de capital AVANT de traiter
you’ll notice that he wants to do the capital simulations BEFORE dealing
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03123/20 1212:51 :30 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bon ca va douiller sur la compression la
it is going to be spent/expensive on the compression now
03/23/20 12 12:52:46 BRUNO IKSIL, IPMORGAN CHASE BANK, says:
oui :
yes
03723120 12 12:53:00 JULIEN GROUT JPMORGAN CHASE BANK, says
as tu parle a Javier? A
Did you talk to javier ?
03/23/2012 125606 JULIEN GROUT, JPMORGAN CHASE BANK, says
b?
b7
03123/20 12 12:56:35 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
oul o :
yes ‘ '
- 03/23/201212:56:39 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok ’
ok
03/23 /2012 12:57: 19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
we show -3 until month end on this one
‘we show -3 until month end on this one
03/23/20 12 12:57:21 BRUNO IKSIL, JPMORGAN CHASE BANK, says
anyway ' b
anyway
03/23/20121303 ;35 JULIEN GROUT, JPMORGAN CHASE BANK, says: .
je peux appeler? )
Can I call?
03/23/20 121303:47 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
si tu veux
if you want
03 /23/20 1213:0752 JULIEN GROUT, JIPMORGAN CHASE BANK, says:
le bo ne varien faire, parce quele pb aujourdhui c'est la compression
the bo is not going to do anything, because today’s problem is compression
03123720 12 13 08:07 BRUNO IKSIL, IPMORGAN CHASE BANK, says
arrete
stop that
03123/201213 :08 :19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
tu ne perds pas 200m en compression
you do not loose 200m with compression
03/23/20 121308:55 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bon
well )
03123/20 12 13:09:28 JULIEN GROUT, JPMORGAN CHASE BANK, says: '
on a34m de csOl en ig. hy unc'd today (par rapport a nos marques) et ig+3.25, ca fait 110m
we have 34m of ¢s01 in ig. Hy unc’d today (in companson with our marks) and ig+3.25, it makes

110m
03/23/2012 1309:35 JULIEN GROUT, JPMORGAN CHASE BANK, says
ok? . ,
0ok?
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Cc

03/23/2012 1309:44 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ecoute je n'ai pas le temps

listen, I don’t have time

03123/20 1213:09:49 JULIEN GROUT, IPMORGAN CHASE BANK, says:
pok

why?

03/23/20 121309:51 JULIEN GROUT, JPMORGAN CHASE BANK, says
ok

ok

" 03/23/20 12130953 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

je-suis avec pat pour voir les trades

I am with pat to see for the trades

03/23/20 1213 :10:04 BRUNOQ IKSIL, JPMORGAN CHASE BANK, says:
tout ce que je te demande ¢ de dire a Javier ce que tu vois

all that I am asking you is to tell Javier what you see

03123/20 12 13: 10: 14 BRUNO IKSTL, JPMORGAN CHASE BANK, says:

¢ tout et ils decide ce qu'on montre

that’s it and he decndes what we show

03/23/20 12 13: 1 0:20 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
parce que la moi je ne sais plus

because me, I don’t know anymore

03/23/20 12 13 1026 BRUNO IKSIL, JPMORGAN CHASE BANK, says',
je regarde la reduction du rwa

I look at the reduction in the rwa
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From: Goldnﬁan Irvin J.<irvin.j.goldman@jpmchase.com>
Sent:  Mon, 26 Mar 2012 22:23:58 GMT

To: - Macris, Achilles O <achilles.o. macns@]pmorgan com>; Martin- Arta]o Javier X <Jav:er x.martin- -
’ arta;o@]pmorgan com>

Drew, Ina <Ina.Drew@jpmorgan.com>; Wilmot, John <JOHN. WILMOT@meorgan com>;
cC:. Weiland, Peter <peter. welland@]pmchase com>; Stephan, Keith
<keith. stephan@;pmorgan com>

Subject: Tranche Plan

All,
" Now that we have the new RWA increase, Ina would like to d_s_gy;s_the forward plan for reduction. She does not want any

trades executed until we all discuss it. We will have a call first thing in the morning. -
Irv

Irvin Goldman | J.P.Morgan | Chief Investment Office | 270 Park Ave. | ® Tel: +1 212 834 2331 { &3 jrvin j.goldman@jpmchase.com

Permanent Subcommittee on Investigations
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From: Macris, Achilles O <achilles.o.macris@jpmorgan.com>
- Sent:  Fri, 30 Mar 2012 14:15:25 GMT

To: Bacon, Ashley <Ashley.Bacon@jpmorgan.com>; Goldman, Irvin J
' <irvin.j.goldman@jpmchase.com>

Subject: synthetic credit - crisis action plan

From: Macris, Achilles O

Sent: 30 March 2012 15:13

To: Hogan, John J.

Cc: Drew, Ina

Subject' FW: synthetic credit -- crisis action plan

Hi John,
| have asked Ashley for help with the synthetic credit book.

* In the first quarter, my team failed in targeting RWA and we need your urgent help to do a better job in Q2.
Ashley, Javier and myself think that the most experienced person at the firm is Olivier. Olivier is both familiar with the
correlation product as'well as the capital attributes of correlation.

F'would be grateful if you could approve dedicating Olivier to CIO p(ioritiés for Q2.

é‘éckground: fol!éwing years of exceptional performance in this book utiﬁﬂng 5b RWA, we have decided to risk neutralize the
book post the large gains on the AA events around thanksgiving. While we remained short in HY, we have bought IG o
achieve a risk neural stance. Since then, and white both 1G rallied and the RV between HY and IG worked in our favour, the
proxing of 1G long via IG 9 forwards, did not work and resulted in almost total loss of hedging effectiveness: Addit{bnally, the
RWA increased beyond my targets and | have lost confidence in my team's ability to achieve the targeted RWA and their
understandmg of the synthetic levers to achieve the RWA objectives, l _

Due to the size of the book, our market manoeuvrability is fimited. | am further worried that the “best course of action from
a, rxsk and economic point of view, may be conflicting with the appropriate capital utilization.

Mar)y thanks,

Achilles

From: Bacon, Ashley

Sent: 30 March 2012 14:14

To: Macris, Achilles O ’
Subject: RE: synthetic credit -- crisis action plan

Achilles, John asked that you send him a note (cc Ina) just summarising that you want Olivier, what the ask is, and that this
has some urgency. Then | think we move ahead.

Thanks

From' Macris, Achilles
Permanent Subcommittee on Investigations
EXHIBIT #23
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Sent: 30 March 2012 13:50

To: Goldman, Irvin J

. Ccx Drew, Ina; Martin-Artajo, Javier X;’ Tse, Irene Y
‘ubject: RE: synthetnc credit -- crisis action plan

Hilry,
Jjust spdke with Ashley regarding the issue and he has égreed to dedicate Olivier to help us with RWA targetin'g for Q2.

Ashley immediately understood the issue and agreed with the approach to get the firm's best talent involved early in the
. process. ‘

Without any doubt Olivier is very familiar with the correlation pmduct as well as the management of the caprcal a’ctnbutes of
' corre!atxon : g

Follbwing our call, Ashley spoke with Venkat who also agreed with our proposal to dedicate Olivier to our priorities for Q2.
We have Jomﬂy agreed to have Olivier based in our office for Q2. Ashley will be informing John Hogan.
Both Ashley and Venkat are displaying very strong support and partnership on this. |am mdebted to both.,

best,

* Achilles
weees = Redacted by the Permanent
...................................................................... §‘.’!’..°°.‘,‘L'!‘.'.'§°.‘.2‘;‘.‘.‘!‘.’??'.‘!9‘,'?,‘?’,.
From:

Sent: 30 March 2012 10:38
To: Martin-Artajo, Javier X; Stephan, Keith

,c: Brown, Anthony M; Po!ychronopou!os, George H; Uzuner, Tolga I; Enﬁeld Keith; 'Chris’; Weiland, Peter
Subject: synthetlc credlt -- crisis action plan

Hi guys,
_On Tuesday we will be 4presenting the final action plan for the book for Q2.
As we already had several meetings on this, we must get it right this time, otherwiset we could lose our collective credfbility.

Due to the size of the book, we only have “one move” to achieve our dual objectxve of stabilizing the risk and P+L. of the book,
while achieving our

targeted RWA objectives for the end of Q2.
We must insure that we don’t overtrade, or alter the nsk proﬁle to an uncertain RWA result,

Therefore the objective is to determine what is the best course of action to insure that the book is and remains balanced in
risk and P+L terms.

Addl_tlonaﬂy, we must ”price" the best economic solution in terms of average and final Q2 RWA.

Regardmg RWA targeting, 1 will be asking Ashley for help Hopefully, Olivier will be made available to exclusively focus on the
ClO RWA targeting for Q2.

Clearly, we are in a crisis mode on this. The crisis team is to have short daily meetings and your daily update and progress
report needs to be commercial and forward looking to mark to implementation of the stated objectives.

Confidential Treatment Requested by J.P. Morgan & Co. . JPM-CIO-PSI 0001221



We will be discussing the suspension of our investment programs as well as potential OCI crystallizations at the ISMG.

Thanks,
Achilles
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'London Whale' Rattles Debt Market

By GREGORY ZUCKERMAN And KATY BURNE

In recent weeks, hedge funds and other investors have been puzzied by unusual movements in
some credit markets, and have been buzzing about the identity of a deep-pocketed trader '
dubbed "the London whale."

That trader, according to people familiar with the matter, is a low-profile, French-born JP.
Morgan Chase & Co. employee named Bruno Michel lksil.

Mr. Iksil has taken large positions for the bank in insurance-like products called credit-default
swaps. Lately, partly in reaction to market movements possibly resulting from Mr. Iksil's trades,
some hedge funds and others have made heavy opposing bets, according to people close to
the matter.

Those invest’ors have been buying default protection on a basket of companies' bonds using an
index of the credit-default swaps, or CDS. Mr. lksil has been selling the protection, placmg his
own bet that the compames won't default.

Mr. lksil, who works primarily out of London, has earned around $100 million a year for the
bank's Chief Investment Office, or CIO, in recent years, according to people familiar with the
matter.

There is no suggestion the bank or the trader acted improperly.
- Mr. lksil didn't respond to calls and emails seeking comment.

J.P. Morgan said the CIO unit is "focused on managing the long-term structural assets and
liabilities of the firm and is not focused on short-term profits."

The bank added "Our CIO activities hedge structural risks and invest to bring the company s
asset and habllmes into better alignment."

Kavi Gupta, a trader at Bank of America Merrill Lynch, wrote a message to investors Thursday '

about the mystery trader, saying hedge funds are accelerating wagers against "the large long,"

or bullish investor. "Fast money has smelt blood," he wrote Bank of America declined to
comment.

The hedge funds are wagering that the cost of default protection using the index will increase,
potentially putting Mr. lksil in a money-losing position and forcing hlm to reduce some of his
holdings.

Buying protection on the index is currently cheaper than what it costs to protect the index's
component companies individually.

Any reduction in Mr. lksil's posmoh could result in profits for the hedge funds and losses for the
bank, according to a person familiar with the matter. There is no indication that any such

reduction is planned.
Permanent Subcommittee on Investigations
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J.P. Morgan Chase has emerged from the financial crisis as one of the strongést global banks,
and Chief Executive James Dimon often boasts of the company's "fortress balance sheet.”

Mr. lksil's trades are partially hedged, or protected by some offsetting trades, according to
people close to the matter. Mr. Dimon is regularly briefed on details of some of the group's
positions, these people added.

One person familiar with the matter said the bank has run tests that show Mr. Iksil' s positions
likely will be profitable in any economic or market downturn.

Some analysts who follow J.P. Morgan Chase, the biggest U.S. bank by assets, said they
weren't aware of the group's trading. "They've talked about their investment strategies and
procedures and risk controls but haven't highlighted this dIVlSIon " said Gerard Cassidy, a
banking analyst at RBC Capital Market.

J.P. Morgan said the CIO unit's "results are disclosed in our quarterly eamings reports and are
fully transparent to our regulators.”

Mr. Iksil, who has worked at J.P. Morgan since January 2007, commutes to London each week
from his home in Paris, and works from home most Fridays. He sometimes wears black jeans in
the office and rarely a tie, according to someone who worked with him.

Mr. Iksil works with two junior traders and focuses on complex trades in credit markets,
developing most of his investment ideas and then getting approval from senior bank executives,
according to someone close to the matter.

~In the past, he often has been bearish on markets and placed trades to express that downbeat
perspective, sometimes criticizing colleagues as too optimistic on markets. Some of his best

performances have come during market downturns, though he has also made trading mistakes
~ in volatile times.

However, Mr. Iksil has turned more upbeat recently. He has been selling protection on an index
of 125 companies in the form of credit-default swaps. That essentially means he is betting on

the improving credit of those companies, which he does through the index—CDX IG 9—tracking
these companies. : A

Mr. lksil has done so much bullish trading that he has helped move the index, traders
say. Now, even as Mr. lksil is selling credit protection on the company index, a number
of hedge funds and other investors are buying protection on it.

Some investors say they are betting that Mr. Iksil could have to exit some of his bullish
trades, perhaps because the pending Volcker rule limiting bank risk-taking would push
up the cost of credit protection. J.P. Morgan has said the Volcker rule doesn't prohlblt its
CIO unit from investing or hedging activities.

A sign of how hot the trade is: The net "notional” volume in the index ballooned to
$144.6 billion on March 30 from $92.6 billion at the start of the year, according to
Depository Trust & Clearing Corp. data.

Write to Gregory Zuckerman at gregory.zuckerman@wsj.com and Katy Burne at
katy.burne@dowjones.com
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JPMorgan Trader’s Posmons Said to Distort
Credit Indexes

By Stephanie Ruhle, Bradley Keoun and Mary Childs - Apr 6, 2012

A JPMorgan Chase & Co. (JPM) trader of derivatives linked to the financial health of
corporations has amassed positions so large that he’s driving price moves in the $10 trillion
market, traders outside the firm said.

The trader is London-based Bruno Iksil, according to five counterparts at hedge funds and rival
banks who requested anonymity because they’re not authorized to discuss the transactions. He
specializes in credit-derivative indexes, a market that during the past decade has overtaken
corporate bonds to become the biggest forum for investors betting on the likelihood of company
defaults.

Investors complain that Iksil’s trades may be distorting prices, affecting bondholders who use the
instruments to hedge hundreds of billions of dollars of fixed-income holdings. Analysts and
economists also use the indexes to help gauge perceptions of risk in credit markets.

Though Iksil reveals little to other traders about his own positions, they say they’ve taken the
opposite side of transactions and that his orders are the biggest they’ve encountered. Two hedge-
fund traders said they have seen unusually large price swings when they were told by dealers that
Iksil was in the market. At least some traders refer to Iksil as“the London whale,” according to
one person in the business.

Joe Evangelisti, a spokesman for New York-based JPMorgan, declined to comment on Iksil’s
specific transactions. Iksil didn’t respond to phone messages and e-mails seeking comment.

‘Most-Active Index

The credit indexes are linked to the default risk on a group of at least 100 companies. The newest
and most-active index of investment-grade credit rose the most in almost four months yesterday
and climbed again today.

The Markit CDX North America Investment Grade Index of credit-default swaps Series 18
(IBOXUMAE) rose 3.3 basis points to 100.2 basis points as of 10:18 a.m. in New York, after -
jumping 4.4 basis points yesterday, according to Markit Group Ltd. The price of the index is
quoted in yield spreads, which rise along with the perceived likelihood of 1ncreased corporate

defaults.
Permanent Subcommittee on Investigations
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A credit-default swap is a financial instrument that investors use to hedge against losses on
corporate debt or to speculate on a company’s creditworthiness.

Iksil may have “broken” some credit indexes -- Wall Street lingo for creating a disparity between
the price of the index and the average price of credit-default swaps on the individual companies,
the people said. The persistence of the price differential has frustrated some hedge funds that had
bet the gap would close, the people said.

Close Supervision

Some traders have added positions in a bet that Iksil eventually will liquidate some holdings,
moving prices in their favor, the people said.

Iksil, unlike JPMorgan traders who buy and sell securities on behalf of customers, works in the
chief investment office. The unit is affiliated with the bank’s treasury, helping to control market
risks and investing excess funds, according to the lender’s annual report.

“The chief investment office is responsible for managing and hedging the firm’s foreign-
exchange, interest-rate and other structural risks,” Evangelisti said. It’s “focused on managing
the long-term structural assets and liabilities of the ﬁrm and is not focused on short-term profits.”

Iksil probably traded under close supervision at JPMorgan said Paul Miller, an analyst at FBR
Capital Markets in Arlington, Virginia.

“The issue is how much capital they’re putting at risk,”said Miller, a former examiner for the
Federal Reserve Bank of Philadelphia. '

Volcker Rule

A U.S. curb on proprietary trading at banks, meant to reduce the odds they’ll make risky
investments with their own capital, is supposed to take effect in July. Regulators are still
determining how the so-called Volcker rule will make exceptions for instances where firms are
hedging to curtail risk in their lending and trading businesses.

Wall Street banks including JPMorgan, Goldman Sachs Group Inc. and Morgan Stanley have
submitted comment letters and met with regulators to discuss their complaints about the rule.

“Several agencies claiming jurisdiction over the Volcker rule have proposed regulations of mind-
numbing complexity,”JPMorgan Chief Executive Officer Jamie Dimon said in his annualletter to
shareholders released this week. “Even senior regulators now recognize that the current proposed
rules are unworkable and will be impossible to implement.” :



Combined Révenue

JPMorgan had $4.14 billion of combined revenue last year from the chief investment office,
treasury and private-equity investments, according to the annual report. The treasury and chief
investment office held a combined $355.6 billion of investment securities as of December 2011,
up 14 percent from a year earlier, according to a year-end earnings statement.

Chief Investment Officer Ina Drew, who runs the unit, was among JPMorgan’s highest-paid
executives in 2011, earning $14 million, a 6.8 percent pay cut from 2010, the bank said in a
regulatory filing this week. Drew referred a request for comment to Evangelisti. '

Iksil has earned about $100 million a year for the chief investment office in recent years, the
Wall Street Journal said in an article following Bloomberg News’s initial report, citing people
familiar with the matter.

Iksil joined JPMorgan in 2005, according to his career-history record with the U.K. Financial
Services Authority. He worked at the French investment bank Natixis (KN) from 1999 to 2003,
according to data compiled by Bloomberg.

Trader’s Position

The French-born trader commutes to London each week from Paris and works from home most
Fridays, the Journal article said, citing a person who worked with him.

The trader may have built a $100 billion position in contracts on Series 9 (IBOXUG09) of the
Markit CDX North America Investment Grade Index, according to the people, who said they
based their estimates on the trades and price movements they witnessed as well as their
understanding of the size and structure of the markets.

The positions, by the bank’s calculations, amount to tens of billions of dollars and were built
with the knowledge of Iksil’s superiors, a person familiar with the firm’s view said.

To contact the reporters on this story: Stephanie Ruhle in New York at Sruhle2@bloomberg.net;
Bradley Keoun in New York at bkeoun@bloomberg.net; Mary Childs in New York at
mchilds5@bloomberg.net : '

To contact the editors responsible for this story: David Scheer at dscheer@bloomberg.net;
Shannon D. Harrington at sharrington6@bloomberg.net




From: Hogan, John J. <J0hn J. Hogan@meorgan com>
<ent: Tue, 10 Apr 2012 23:17:16 GMT ,

M Braunstein, Douglas <Douglas.Braunstein@jpmorgan.com>
Subject: Re: Credit

Lovely

From: Braunstein, Douglas

Sent: Tuesday, April 10, 2012 07:14 PM
To: Hogan, John J.

Subject: Fw: Credit

A bit more than we thought

From: Drew, Ina
Sent: Tuesday, April 10, 2012 07:08 PM

To: Dimon, Jamie; Braunstem Douglas, Wilmot, John; Zubrow, Barry L; Staley, Jes
Subject: Credlt )

The mtm loss is 412 mil today, an 8 standard deviation event mostly from the steeping of the 1g9 curve. SPECIFIC to our
position. No other high grade or high yield index moved much clearly anticipating our liquidation.

Izg'm in the office further reviewing the p | scenario with London and will send it on shortly.

Permanent Subcommittee on Investigations
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From: Wilmot, John »<JOHN.W_ILMOT@jpmorgan.COmS
Tent:  Tue, 10 Apr 2012 22:50:48 GMT
L Dimon, Jamie <jamie.dimon@jpmchase.com>; Braunstein, Douglas
Iro: <Douglas.Braunstein@jpmorgan.com>; Hogan John 1. <30hn3 Hogan@jpmorgan. com> Drew, Ina
<Ina.Drew@jpmorgan.com>; Zubrow, Barry L <bamry.l.zubrow@jpmchase.com>
cc: Goldman, Irvin J <irvinj. go!dman@;pmchase com>; Stephan Keith <keith. stephan@]Pmorgan com>;
’ Weiland, Peter <peter.weilland@jpmchase.com>

Subject: Net positions vs average trading volumes

C10 Net Positions in Selected Indices vs. 1 daily trading volume:
" The below table shows that CDX.i6G.9 net position for CI0 is $82.2bio, which is approximately 10-15 days of 100% of trading velume

based onthe 1m avg volume published by JPMorgan Research. ITX.9 net pasition for ClO is $35bio, which is approximately 8-12 days .
of 100% trading volume based on the 1mravg volume. For on the run positions the numbers are much smaller, ranging from 0.25 days

1o 2 days volume in 1G and HY, respectively.

cid:image008.png@®01CD1696.FAES8380

John €. Wilmot | Chief Investment Office | 33 john.wilmot®jpmorgan.com | © Work: (212) 834- 54$Z‘| = Céﬂ:—

s - | o = Redacted by the Permanent
: ‘ ~Subcommittee on Investigations
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From: - Wong, Elwyn

To: Kirk, Mike
Sent: : , 5/18/2012 3:20:16 AM

Subject: ' RE: CIO call with Mike Brosnan

This is just a strategy and not an explanation. And this is Ina Drew speak before she was
fired.

They took up a strategy to reduce their make believe voodoo magic "Comp051te Hedge" linearly
to change in S5ryr - 10 yr fwd CDS spread.

I give them first prize for "consistency”. But so what? Why were they right and as hindsight
would have it, they were wrong. :

:From: Kirk, Mike :

Sent: Thursday, May 17, 2012 6:20 PM
To: Wong, Elwyn

Subject: RE: CIO call with Mike Brosnan

That's the p01nt‘

The relaticnship obviously ‘didn’ t hold, and I would be if we plotted the graph today the
locations would be far from the diagomnal..and I be if we had access to the data that the red
portion is moving up and farther to the right with each passing day in April

From: Wong, Elwyn

Sent: Thursday, May 17, 2012 5:58 PM :
To: Kirk, Mike; Crumlish, Fred; Hohl, James
Cc: Waterhouse, Scott

Subjeut RE: CIO call with Mike Brosnan

I was not at the April 16 meeting. But let me venture to guess what it is trying to say.

[cid:image001.png@01CD3459.B17C27D0]

~ The y-axis is rolling 10 yr cds - roiling 5 yr cds. They had a few Bloomberg graphs showing
how this rolled spread from being NEGATIVE 1n 2008 and 20089 (just like Greece and Italy)
towards more normalization when it eventually returned to being positively sloped.

The x-axis is the Hedge Index Composite. I venture to guess this is the aggregate hedge that
think they need to put on, related te the aggregate number on the extreme lower right hand
side, the $158 .498 mil. They have a whole matrix of longs and shorts and that’s the '
composite. As fear resided and rolling 10 yr minus rolling 5 yr returnesd to positive, they can
reduce their total hedge. As Mike said, the REDS are which they are at now ——— so their hedge

is not that unreasonable, IF THE HEDGE-AMOUNT DID HAVE THIS RELATIONSHIP TO THE SLOPE of S5yr
to 10yxr CDS . ) .

The sentence which is somewhat perplexing is “the relationship is bounded by the off—the-run
HY shorts and the on-the-run IG shorts. Meaning that this is their core hedge?

[cidrimage002.png@01CD3459.817C27D0]

The whole scenario thing about convexity is talking their book/advertizing - in a panic
situation, people will run to put protection in the short end and not the long end. So the
curve FLATTENS again like in 2007. In other words, their hedge has analytical underpinning.
Not only are they rsducing their short risk hedge prudently according to the slope of the 5yr
~10yr, as plotted on Blcomberg, the flattener would have been a safe bet because in case they

were reducing their hedge too fast and the e"onomy tanked agalnst, the built in flattener
would be there to help. :
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From: Kirk, Mike

Sent: Thursday, May 17, 2012 4:51 EM

To: Crumlish, Fred; Hohl, James; Wong, Elwyn
Cc: Waterhouse, Scott

Subject: RE: CIO call with Mike Brosnan

Fred,
Happy to ﬁoin you in your calls with Mike B.

In respect to your guestions, in the order asked:

- The graph on page 7 shows the slippage of their portfolio ccmpared to the hedge. The closer
to the diagonal the more closely the hedge tracks the portfolio. The red highlighted area is
recent period they were discussing where hedges were breaking down, and markets were not
moving according to their modeled projections based upon historical correlations.

- To make the chart you would need two items. A targeted portfolio and a hedge portfolio. We
could ask for this chart of the strategy prior to re working the hedge position to remove part
of the hedge (why we were told they decided to sell IG with fallen angels). This request may
"be instructive and could settle the issue of whether the original portfolic was an effective
hedge. P&L for previous 4 years, however, was falrly reasonable, so that would tend to support

the banks statement that the hedge worked well for years. It went astray when they reduced the
hedge. .

I think Matt Zames would likely have a different view of the choice of strategy with
hindsight being a benefit. Position really went bad as shown in March/April, guestion is did
the London desk continue selling in IG in April with the curve steepening and spreads widening
and basis (to theorstical) trading rich. This is something we do not at this time know..

* You can give Mike B my cell phone number. .

Please note Elwyn and James will likely have quality information to add so you may want to
walt to hear from them before passing along. .

Regards,
Mike

From: Crundish; Fred .

Sent: Thursday, May 17, 2012 4:22 PM

To: Kirk, Mike; Hohl, James; Wong, Elwyn’
Cc: Waterhouse, Scott

Subject: CIO call with Mike Brosnan

~ Scott and I spoke to Mike Brosnan today about what we were doing now and going forward on the
CIO book. We will likely have a.call with him frequently, and, particularly with respect to
the intricacies of the position, will need to include you.

A couple of things specific to the pre-April 16 interactions and some of the emails that are
circulating: :

- I told Mike B that the Joe Sabatini emails with selected position information were sent by
the bank after initial OCC-and FRB enquiries. We concluded that this information was pretty
much useless, as it did not tell us what was happening risk wise. We also talked about a

couple of those other emails, but I emphasized that the culmination was getting a meeting with
Ina Drew and company on April 16.

~ With respect to the April meeting, Mike B. is going through the “synthebic credit deck” and
he had a few technical guestions, not all of which I was able to fully answer since I didn't

recall or had been focusing on other issues and dldn t think cf those guestions. With respect
to this presentation:

o Mikeand James: Plzase have a look at your notes for page 7 as I wasn’t fully able to explain

BANK PROPRIETARY AND/OR TRADE SECRET ‘, OCC-SPI-00021603
INFORMATION



the graph on the bottom. Also if'you have details on the scenario description on page 11, we
should pass that along. )

o It would be nice at somé point if we could get a chart such as that on page 5 *before*Athe
position was put on. Maybe we will request it, maybe not. Let’s see if we need it after going
through new reporting

o More to the point, T told Mike that the bank would likely not stand behind {aside from a
statement that it was the best they knew at the time) this analysis at this point, as the
position .turned out to be far more problematic than presented and so the description of risk
was missing. ‘ : : :

o Mike Kirk - as usual, don’ t be surprised if Mike just calls you sometime.

— I teold Mike that next Monday we will be going over current risk reporting and positions in
more detail, as the reporting is evolving. He might want to speak with us shortly after. I'd
expect to have Mike and Elwyn to help speak to technical details etc.

So, keep your notes current. All emails get circulated widely, and of course generate
guestions. :

- apec

**% Tf you have received this message in error, please delete the original and all copies, and

notify the sender immediately. Federal law prohibits the disclosure or other use of this
information. *** ) ’
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From: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>
Sent: Fri, 16 Mar 2012 18:12:42 GMT o
o: ~ Grout, Julien G <julien.g.grout@jpmchase.com>
- Subject: FW: update on Core PNL S

From: Iksil, Bruno M _ :
Sent: 16 March 2012 17:34

To: Martin-Artajo, Javier X

Subject: update on Core PNL

The divergence has increased to 300 now ; the rescap news is pushing the tranches and HY indices against us.

1 worked on the 1G9 ans main 59 a bit today. There is some size. Not large. But if | trade 2 bps tighter, | reckon there will be
. size. '

Tactical starts being impacted despite the trading gains. Small though. But the hits show anywhere but the spots | tried to
‘correct. ' ' '

It has been like this since the start of the year and the drift keeps going. | reckon we get to 400 difference very soon.

- Juno
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From: Drew, Ina <Ina.Drew@jpmorgan.com>:

Sent:  Fri, 23 Mar 2012 11:13:55 GMT

To: - Martin-Artajo, Javier X <javierx. marhn-arta}o@}pmorgan com>
cc Macris, Achilles O <achilles.o.macris@jprmorgan.com>.
Subject: Re: Synthetic Book - URGENT

You guys need to get irv and call hogan and explain. | can give him a heads up. Smart to involve ashley. More later

From: Martin-Artajo, Javier X
Sent: Friday, March 23, 2012 06:48 AM
To: Drew, Ina

Cc: Macris, Achilles O

Subject: Synthetic Book - URGENT

Ina,

during the last week we have been trying to work on our best path for the Synthetic Book trying both to reduce our overall _
RWAs and get the bookin a balanced way . The problem with this has been that we have engaged in a dialogue with Risk
Management( Ashley Bacon } , QR (Venkat) and the IB { Guy America and Daniel Pinto } and this has resulted In a hightened
alert about our positions in the IB and is really hurting us in various ways . "

While we have been reducing the VAR and SVAR we have increased our overall RWAs because of the increase of the IRC {
New'to CIO given the problems that we highlighted with QR ) and also we have worse marks against our current book .

We are left here with two options :

Option A : We do not settle with the IB : we do not change the current book and exceed the RWA that is going to be in the
region of 44-47 Bln ( this has to be confirmed by QR next week } . This option will have a bad month end mark P/L impact 0 to
-150-200 MM . This is our favoured choice that gives us time to correct mistakes with QR, positive carry and upside on
defaults . We would still need to reduce RWA by reducing our IRC or joining the 1B with reducing the CRM outside . So this will
be a mark to market P/L problem and we are left with a book that has positive carry and upside on defaults .

Option B :we settle with the B : we close the extra long position with the iB and we will have a book that is not as well
balanced will have a short bias , will reduce RWA by 10-15 Bin and have an impact on P/L that could be as large as - 350 MM,
This loss will be.permanent and would leave the book with a small negative carry and option on defaluts but a permanent loss
for the book.

In any case it is very important that we need to let the 1B know that weheed to talk to them to stop this negative espiral
that we are seeing in the market because we have disclosed too much information to them and we are severﬂy affected by
this . Specifically on the long IG 9 position that is getting the attention of the market .

I need to discuss this as soon as posible

‘regards

Confidential Treatment Requested by . EXHIBIT #30 JPM-CIO-PSI 0000416



From: ACHILLES <macr is_ V swsemne = Redacted by the Permanent

Sent:  Fri, 06 Apr 2012 20:29:53 GMT "S“b°°mmi“°° on Investigations
To: Martin-Artajo, Javier X <javier.x.martin- artaJO@meorgan com> '
CC: InaDrew <ina.drew@jpmorgan.com>

Subject: Re: Update

The issue remains; what is "fair value" for the 1G9, as this will drive the marks.

As the 1G9 is not "pure play" IG due to the risky HY names included, the regular 1G ﬁarticipants are not likely to be
supporting it. Therefore, relatively small selling (against single names etc) could drive the marks further.

In our case, we are ultimately secure on those risky names (as they are included in our HY short), however we must
project what the possible negatlve marks may be resulting in P+L terms and what would be the exact market
mechanism to stabilise the series absent an event, :

From: Martin-Artajo, Javier X

Sent: Friday, April 06, 2012 07:59 PM
To: Drew, Ina

Subject: Update

Ina,
1 just had a conversation with Achllles and [ would like to update you on two topics : one relates to compliance and
another one relates to work [ am doing on the book to estimate the worst case P/L for Q2.

Redacted by the |
Permanent Subcommittee on Investigations

In terms of the worse case scenario for us for Q2 I am redoing the work once again to make sure that if we exclude
very adverse marks to our book the potential loss due to market moves or any economic scenario including defaults
would not exceed a number higher than - 200 MM USD at the end of Q2 with the current book as it is . I will have all
the numbers ready on Sunday afternoon NY time and send it to you as soon as I have them .

I will send this information and an update from compliance too on Sunday .

Best regards

 Javier
This email is confidential and subject to important disclaimers and
conditions including on offers for the purchase or sale of

Permanent Subcommittee on Investigations §
EXHIBIT #31
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March 16, 2012

Call #5601530708350439469,

Julien: Bruno? It’s Julien. I'm at minus 4 with a lot of effort, plus 2 points. | can do better
but...

Bruno: No, don’t waste your time, it won’t help.” Check the new trades because | don’t
think.there are as many winning trades. | did some “coquilles” in the booking.

J. There’s 500mlin de F9 10Y. | think that's BNP
B. No, 500 min, | applied at 143 | think.
J. At what level on the 5Y?
 B.93.
1. Ohyes, 0K, that's much tighter, you have 9, 9.50, you lose a lot. [discussion] It's logical.
B. Yes, yes. v
1. Do you know what you did with nealia?
B. | went ahead at 30.
J. In fact it's flat, with the Delta, it’s flat.
B. Yes.
J. 250 min of 5Y, what level?
B. 121 and something.
J.1217
B. 100,000, yes, there’s about ‘a million there.
J. Yes. The big items, 450 of...
B. yes, you mark 5/8, right?
J. No, | was obliged to mark at 3/8.
B. So that makes...that will [...] a lot.
1. you projected at what level?
B.3/4
1. Yes, that makes 1.7 min, 1.6 min.
B. This makes no sense. Is [ ] still there?

J. Yes, he's locked away. But he seems relaxed, | don’t know what you told him just now. He
said not to worry, not to worry.

Draft Transcript - Subject to Review and Correction
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March 16, 2012

B. But there is no hope, these are contracts of “debils” {idiots). I'm in the middle of analysing
something ~ at the end of the afternoon we did the book and it’s much smaller than it is today,
and if they had applied the RWA methodology that we are going to use, in fact this makes a
huge difference.

J. Wait a second, can we send 2.1 on “tactico?”

B. Yes. [unintelligble — but | think he is saying something of the family of...| will take it up the
as$]. 300 minimum, minimum.

J. Days like this are hard when you look at the basis that is narrowing...
B. No, there is no way, look at a class, we take 300 min of new PnL
J. You did this today? .

B. No, these are not real new trades, just exercise of options, there’s a freakout, no one is able
to explain what happened.

J. Did you speak to [...]
B. Yes, yes. He says nothing, | find that ridiculous. I’ll send you the thing | sent.
J. You sent something to propose doing that?

B. Yes, that's what | sent when you said it was at 300. | can’t keep this going, we do a one-off
at the end of the month to remain calm. | think what he’s expecting is a remarking at the end
of the month, you can’t do it unless it's monthend. It’s clear that I'm the | ]. He can’t imagine
a bank, a dealer, a hedge fund [unintelligible]. | don’t know where he wants to stop, but it's
getting idiotic. OK, go ahead with the commentary.

1. Yes, 1 agree. | think what he’s expecting is some hope on the rolls.

B. No, but it's exactly that that he doesn’t understand, he doesn’t understand, there is no roll,
there isn't, you see, that’s all. And Monday we’ll start with a $100 gap and end the week with
a $300 gap. The market has done nothing, it’s rallied.

J. And instead there has been movement on the [CLM] that could have justified some things.
B. No, | looked at that, it's not that clear. it’s off by 50.

1. Where do you see the 507

B. 30, 32.

1. That's before the marking.

~ B. Yesterday it was at 30 mid, today it's at 30 and a half mid, on the same quoter. Today it's
almost normal, Once we get the feedback we need to ask what was the RWA now with your
way of looking at the book at the beginning of the year, beginning of 2011 because in my
opinion there is a huge mistake. The more | think about it, the more emotional | am, looking at

Draft Transcript - Subject to Review and Correction
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March 16, 2012

the book in 2010, there was no reason to do work on the RWA at the time. When | see the DRE
on the Pnt, we had DRE on the PnL, there were aggressive movements on the book of the
same type, but it was 3 times, maybe 4 times smaller. There’s no use, it’s ridiculous, it's
ridiculous. |tried to call him but he didn't answer, | don’t want to ruin his long weekend. Did
you tell him that the difference was so high or not?

1. No, because it was before | did the estimates.
[unintelligible — difficult to understand]

B...Yes, but a marginal difference means we should have recouped ...now it's worse than
before, | don’t want to overstate it but it’s worse than before, there’s nothing that can be
done. This is the first time I've ever seen this, there’s nothing that can be done, absolutely
nothing that can be done, there’s no hope. There is no solution, the book continues to grow,
more and more monstruous. Can you send me the prices of where you are? Send me the
positions in advance so | can make my comments because | don’t want to ruin my weekend on
that. At this point we need to be lucid with the solutions. Someone is calling me...it’s [ralia],
cizo.

Draft Transcript - Subject to Review and Correction
Likely Contains Errors :
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03/16/2012 12:19:32 BRUNO IKSIL, JAPMORGAN CHASE BANK, says:
ok

03/16/2012 12:19:43 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
i have the loss

03/16/2012 12:19:45 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
right?

03/16/2012 12:19:55 LUIS BURAYA, JPMORGAN CHASE BANK, says:
the new trade pnl is f*ck up because the prices are stupid, have a look into new trade tab

03/16/2012 12:20:01 LUIS BURAYA, JPMORGAN CHASE BANK, says:
th call 1300

03/16/2012 12:20:29 LUIS BURAYA, JPMORGAN CHASE BANK, says:
the FV should be 105.11, that it is where it is closed. I don't understand why they are still pricing it at
998.29

03/16/2012 12:21:06 LUIS BURAYA, JPMORGAN CHASE BANK, says:
same with the call 1350 and with the call 1160

03/16/2012 12:21:13 LUIS BURAYA, JPMORGAN CHASE BANK, says:
and 1320

03/16/2012 12:21:21 LUIS BURAYA, JPMORGAN CHASE BANK, says:
the FV should equal the price

03/16/2012 12:21:26 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
how and when does this clear?

03/16/2012 12:21:29 LUIS BURAYA, JPMORGAN CHASE BANK, says:
the ESDP is 1405.11

.03/16/2012 12:21:39 LUIS BURAYA, JPMORGAN CHASE BANK, says:
the reported pnl is correct

03/16/2012 12:21:43 LUIS BURAYA, JPMORGAN CHASE BANK, says:
or should be e

03/16/2012 12:23:26 LUIS BURAYA, JPMORGAN CHASE BANK, says:
do you follow me?

03/16/2012 12:35:25 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
SX5E vol going very bid into the close, very squeezy, outperforming the rest of europe by 30bps across the
curve.

03/16/2012 12:36:46 LUIS BURAYA, JPMORGAN CHASE BANK, has left the room
03/16/2012 12:39:18 LUIS BURAYA, JPMORGAN CHASE BANK, has joined the room
03/16/2012 12:50:55 LUIS BURAYA, JPMORGAN CHASE BANK, has left the room
03/16/2012 12:54:30 LUIS BURAYA, JPMORGAN CHASE BANK, has joined the room
03/16/2012 12:57:46 ERIC DE SANGUES JPMORGAN CHASE BANK says:

Bruno : Tactical pnl 1st draft -7.3M USD

03/16/2012 12:58:07 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
block 4 -8.4M divs +1.8M

c al T R o JPM-CIQ 0005610
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03/16/2012 12:59:37 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
block 4 detail : 71 eur +3.5M / 71 USD - 5M / 75 USD -7M / 74 + 76 +0.6M (atlas is +1.3M)

03/16/2012 12:59:49 LUIS BURAYA, JPMORGAN CHASE BANK, says:
Recovering from yesterday

03/16/2012 13:01:05 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
what do you want us to do Bruno ?

Oa/ 16/2012 13:06:48 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
o

03/16/2012 13:06:59 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
is the atals pnl correct?

03/16/2012 13:07:22 LUIS BURAYA, JPMORGAN CHASE BANK, says:
Reported pnl should be correct

03/16/2012 13:07:26 LUIS BURAYA, JPMORGAN CHASE BANK says:
However

03/16/2012 13:07:27 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
with the option expiry I cannot guarantee that

03/16/2012 13:07:34 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
so new trade is correct

03/16/2012 13:07:36 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
?

03/16/2012 13:07:43 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
my reported pnl is wrong in the strats where I have expiring options

03/16/2012 13:08:24 LUIS BURAYA, JPMORGAN CHASE BANK, says:
The options are misprice in atlas, I don;t know the situation in Scala.

03/16/2012 13:08:50 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
can you send me the positions eric?

03/16/2012 13:09:08 LUIS BURAYA, JPMORGAN CHASE BANK, says:
If there's pnl coming we will check if it is from those instruments

03/16/2012 13:09:46 LUIS BURAYA, JPMORGAN CHASE BANK, says:
The cash is supposed to correctly reﬂect the pni

03/16/2012 13:09:54 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
positions and predict in your mailbox bruno

03/16/2012 13:10:07 LUIS BURAYA, JPMORGAN CHASE BANK, says:
The problem is as usual, the fair value concept

03/16/2012 13:11:45 LUIS BURAYA, JPMORGAN CHASE BANK, says:
Eric, what is the pnl in equities only? In the option rewport

03/16/2012 13:12:26 LUIS BURAYA, JPMORGAN CHASE BANK, says:
In MT
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03/16/2012 13:12:27 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
thx eric

03/16/2012 13:12:30 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
let me see

03/16/2012 13:12:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
where is core pnl here?

03/16/2012 13:14:17 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
julien?

03/16/2012 13:16:23 JULIEN GROUT, JPMORGAN CHASE BANK, says:

yes

03/16/2012 13:16:32 JULIEN GROUT, JPMORGAN CHASE BANK, says:

306

03/16/2012 13:16:45 JULIEN GROUT, JPMORGAN CHASE BANK, says:

hy taking a beating today actually, esp in tranches

03/16/2012 13:16:49 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ok

03/16/2012 13:17:20 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

so the pnl in tactical is doen wiht thos eprices that brings up 306 in core right?

03/16/2012 13:17:34 JULIEN GROUT, JPMORGAN CHASE BANK, says:

correct

03/16/2012 13:17:41 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

03/16/2012 13:17:55 BRUNO IKSIL, JPMORGAN CHASE BANK says:
i think u should set ig9 levels as follows

03/16/2012 13:18:03 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
S5yrat72

03/16/2012 13:18:08 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
7yr at 88

03/16/2012 13: 18 24 BRUNO IKSIL, JPMORGAN CHASE BANK says:
10 yr at 110

03/16/2012 13 18:53 JULIEN GROUT, JPMORGAN CHASE BANK, says:

well rite now i am 70.25'86.25 109, 75

-03/16/2012 13:19: OO JULIEN GROUT, JPMORGAN CHASE BANK, says:

 ref 88.75

03/16/2012 13:19:17 JULIEN GROUT, JPMORGAN CHASE BANK, says:

i will use your levels

03/16/2012 13:19:27 BRUNO IKSIL, JPMORGAN CHASE BANK, says
i see ur levels
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Og/ 16/2012 13:19:34 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ah ok

03/16/2012 13:19:37 JULIEN GROUT, JPMORGAN CHASE BANK, says:
one sec '

03/16/2012 13:19:53 BRUNO IKSIL JPMORGAN CHASE BANK, says
or u do the corrections ur self

03/16/2012 13:20:00 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
i do not mmind

03/ 16/2012 13:20:04 LUIS BURAYA, JPMORGAN CHASE BANK, says:
Be back in 15mins

03/16/2012 13:34:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
sent an Email to javier anouncing this is more 300 now

03/16/2012 13:34:19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
that was 100 Monday

| 03/16/2012 13:34:22 BRUNO IKSIL, JPMORGAN CHASE BANK, says
it is 300 now

03/16/2012 13:34:30 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
1000 for month end?

03/16/2012 13:35:08 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
ouch

03/16/2012 13:35:23 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
well that is the pace ‘

03/16/2012 13:45:03 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
any update JUlien?

03/16/2012 13:47:57 JULIEN GROUT, JPMORGAN CHASE BANK, says:
still worklng on thns, sorry it's taking time

03/ 16/2012 13: 48 05 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
i am sorry too

03/16/2012 13:48:11 BRUNO IKSIL, JPJMORGAN CHASE BANK, says:
this is the end

03/16/2012 13:48:18 JULIEN GROUT, JPMORGAN CHASE BANK, says:
? .

03/ 16/2012 13:48:18 ERIC DE SANGUES, JPMORGAN CHASE BANK says:
hey hey :

03/16/2012 13:48:24 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
no talk like that

03/16/2012 13:48: 29 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:.
cheer up
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03/16/2012 13:48:39 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
yes JP
will not lose a cent on this

03/116/2012 13:48:59 ERIC DE SANGUES JPMORGAN CHASE BANK, says:
we'll see

03/16/2012 13:49:10 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
one day after the other

03/16/2012 13:49:20 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
like in 09

03/16/2012 13:49:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
no

03/16/2012 13:52:00 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ok call me when u have something ready

03/16/2012 13:53:34 JULIEN GROUT, JPMORGAN CHASE BANK, says:
will do

03/16/2012 13:53:40 JULIEN GROUT, JPMORGAN CHASE BANK, says:
sorry it's taking so long again.

03/16/2012 14:04:03 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bruno 9m de new trade?

03/16/2012 14:04:38 JULIEN GROUT JPMORGAN CHASE BANK;, says:
currently -4m A

03/16/2012 14:04:42 JULIEN GROUT, JPMORGAN CHASE BANK, says:
core

03/16/2012 14:06:21 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
tactical now +2.1M : A

03/16/2012 14:13:21 ERIC DE SANGUES, JPMORGAN CHASE BANK, has left the room
03/16/2012 14:55:50 LUIS BURAYA, JPMORGAN CHASE BANK, has left the room
03/16/2012 14:58:47 LUIS BURAYA, JPMORGAN CHASE BANK, has joined the room
03/16/2012 15:00:36 JULIEN GROUT, JPMORGAN CHASE BANK, has left the room
03/16/2012 15:17:02 JULIEN GROUT, JPMORGAN CHASE BANK, has joined the room
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. Martin-Artajo:
. Serpico:

. Martin-Artajo:
. Serpico:

. Martin-Artajo:
. Serpico:

. Drew:

. Martin-Artajo:

. Drew:

. Martin-Artajo:

. Drew:

. Martin-Artajo:

. Drew:

. Martin-Artajo:

JP Morgan.

Yes, may | please speak to Javier?

Yeah, it's me.

Oh, hil | don’t recognize your voice. It’s Gina. Can you hold for ina,please?
Sure.

Thank you. [Speaking to Ina] It's Jav-

Hi.

Hi, Ina.

Excuse me. Just so you know, | tried to call Achilles. You might want to let him
know.

Yeah.

| saw Hogan. | delivered the message on what we can and cannot deliver on limits
this week or next. That we are doing an appropriate review, that there isa
divergence between the single name system that’s {Indecipherable.] the number
and the index system, and he needs to take the pressure off in terms of penciling in
a number quickly.

Ok.

I think he’s fine with that. And what we can pencil in, we will, but we don’t have to
do everything. And then | just wanted to get a really brief update on, you know,
what the P&L might look like. 1t looked like the curve, the forward curve was
flattening a little.

Yes. We are going to be showirig a slight positive today. 1 just want to confirm that
with Bruno. Ithink we are going to be up like somewhere around $20 million today,
ok? So this is the first, this is a big event for us, because we are starting to get
money back. The guys are a little bit unsure, because we are not trading in the
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market. Maybe, maybe, maybe there’s a little bit more money in the trade. I,‘I
want them to just show me what they think is for sure, ok? So 1 think we are going
to be up probably somewhere in the $20 million, ok? Somewhere around that.

Ms. Drew: ' That, that’s on the curve?

Mr. Martin-Artajo: That's on the curve. It’s a little bit on the curve. And, you know, if we mark the full,
the full, 1 think, 1 think, to be honest with you Ina, we don’t know where the market
is trading, so really —

Ms. Drew: | understand.

Mr. Martin-Artajo: Because the bid/offer spread is a little bit wide, it’s getting better every day so we
are within the bid offer spread. Now, that means that probably the real P&L is
probably like $50, but I'm going to show about half of that, ok? | just want to make
sure that we don’t, because |, |, | really want to make sure what we put in the P&L:
what we know for sure. And, so we are, but it is very important, because this is the
first day that we are — If you forget about the idiosyncratic thing that happened
yesterdé‘y in Rescap, | mean — this is a, this is a market that actually is starting to
trade a little bit better for our position. Itis slightly better. I'm not saying that this
is going to be a fast process, but it, it is important that we start getting positive
numbers now, right?

Ms. Drew: The curve that | put on, Manish put on the screen for me with Julien’s help, that it
was starting to, point upwards slightly. ‘

Mr. Martin-Artajo: Yeah. Yeah, it is starting to get a little better. The only thing is | don’t know how
much it's trading and { don’t want to, 1, |, | don’t want to show the P&L until these
guys confirm. 1 mean we are normally quite conservative in that. And, and |, you
know, you know, if, if, if the price gets outside the, the bid-offer spread, then we

- mark that, ok? So, so 3 bps as you know is 150 bucks.

Ms. Drew: Yeah.

Mr. Martin-Artajo: So the instruction to you that we have here is probably around $100 million, ok? So
I don’t want them to show $100 million today if they are not sure, ok? So, so just
for you to know that, you know, it’s about, you know, you know, if this is, you know,
we need to have a real, sort of 3bps move to, to, to recognize that. | hope it
happens and, if it happens between now and the end of the day or, or, whenever it
happens, I'll show you. I'll let you know, ok? I'll send you an email when, if, if things
are improving.

Ms. Drew: Here’'s my guidance. It's absolutely fine to stay conservative, but it would be
helpful, if appropriate, to get, to start getting a little bit of that mark back.

Mr. Martin-Artajo: Exactly, | know.



Ms. Drew:

Mr. Martin-Artajo:

Ms. Drew:

Mr. Martin-Artajo:
Ms. Drew:

Mr. Martin-Artajo:

Ms. Drew:

Mr. Martin-Artajo:

Ms. Drew:

If appropriate, so you know, an extra basis point you can tweak at whatever it is I'm
trying to show, you know, with demonstrable data and if not, then the description
is, you know, we have a conservative mark but the curve is starting to trend
[Indecipherable.] -

Ok, | will write that. | will write that. It's just that | don’t want to do it until I'm sure,
ok? Because |, I, | know that we need this. | know that we need the reversal, and it
does help our case enormously, right? It starts to give us a little bit of credibility
that I've lost by, by explaining this in, in, in such a bad way, really.

Ok. But are you ok?

'm ok. 'm ok. Thank you very much for - | thought that today’s meeting was very
good, Ina. |, I really felt that, that we had a good meeting, today. | think that —

Get our arms around everything, and we will, you know, go forward, but sometimes
you gotta, like, look back to go forward.

Yeah. Yeah, | mean we’ve shown a lot of our mistakes today. | think that, | think
that, you know, | think this post mortem is, is actually a, a realisticone. |, |, |, you
know, | think that we've, we’ve made quite a lot of mistakes. | think that we
communicated poorly internally. You know, 1 think we also forgotten how, how,
how difficult it was, you know the positions that we’ve made given everything,
right? Given, given, you know, year end. Given how fast things have happened in
Europe. How, how, you know, |, 1, |, I'd like to go to New York after, you know, in a
week or two or three to, to, to just, you know, maybe, maybe we can sit down.
Because | feel, you know, we have cathartic things here that maybe heal some of
the things that maybe were not as good in the past. And, and, you know, things like
this, it’s like the twin towers falling down and suddenly we get, you know, we
remember, how privileged this thing is and —

Ok, I've got it. I’'m just reaching out to mostly tell you about the limits and get the
P&L, and I'm going to L&C and | will look, look out for the email later.

Thank you, Ina. Thank you.
Call if you need me. Bye.

HHH




May 8, 2012

Javier Martin-Artajo and Alistair Webster Conversaﬁon

Javier: Hi Alistair

AIisfair: Hey kh.ow are you?

Javier: I'm good man, tell me

Alistair: 1 have a very quiék question for.you. Apologies for pestering you on this.
Ja;/ier: Yeah, no no that’s absoiutely fine. Tell me..

Alistair: So | have, we’ve obviously been through a lot of detail on sort of pricing moves and how we got
" to where we got to at each position level.

Javier: Yeah.

Alistair: But there’s just one sort of trend that I'm being asked for a sort of sense of how we think it
happened from a trend perspective.

Javier: Right

Alistair: And thatisif we.loé)k at the 18. You remember our famous pbpulaﬁon of 187
Javier: The 187 Wh.at is the 18?

Alistair: The 18 positions that we reviewed with Doug.

Javier: Yeah.

Alistair: So if | ook at those back in January, the front office marks were all either mid or somewhere
close to mid.: ' '

Javier: Right.

A!fstair: That..

Javier: In terms of conservative and aggressive. That’s what you're asking?
Alistair: Well, it’s subtly different, subtly different.

Javier: Okay.
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May 8, 2012 : .
Alistair: But they were, none of them were actually at the boundaries of the bid or offer.

Javier: Right.

A: So then when, if we roll forward to March, if the front office marks had migrated, not all of them, to
the aggressive side, most of them, not all of them, to the aggressive side, but they’ve also migrated from
either mid to somewhere close to being at the, you know, the bounds of the bid or offer. '

J: Yeah, but | think that’s because we were trading there. | think that’s because we were trading them,’
quite heavily..

A: Um hmm. In March..?

J: Yeah, in March we were not trading as, | mean, we traded as | mean, to be honest with you, we
. traded alot in March and we traded a lot in January. We didn’t trade as much in February right? |
mean, that that’s kind of how it went for us. We traded a lot in January and we traded a lot in the
middle of...towards the, I think, the peak of the trading was like the 20-23rd of March. That's when we
traded a lot. So we were on one side of the market obviously because that’s what we were doing.

A: But would that bé, if you were trading would you, you would be on the conservative side of the
market as opposed to the the aggressive side, right?

J: if you're trading, | don’t understand your question.

A: 1think that..

- J: I mean are you saying that we had a trend at the end of the month to mark a little bit towards more
one side of bid offer as opposed to the trend that we had at the beginning of the year. That's what
you're saying right?

A: Yeah, cause before the beginning of the year you guys...

J: Okay two things. One is that at the end of March we really traded a fot and second, that, | don’t think
the traders have that bias to be honest with you. [ don’t thinkso. 1 mean, listen, you can have any
interpretation you want, but,... '

A: Agreed.

1. 1 don’t think so. | do not think that they were, let’s not forget that we stopped trading at the 28th of
March, cause Ina just wanted us to stop trading, so maybe the last three days, | mean, if you're asking
about the last three days we traded less. | don’t think they changed the way they mark their books to be
honest with you. | don’t think that’s what | would say happened.

A: Um hmm.
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May 8, 2b12 ) .
J: What | would say happened is that the most surprising thing to me that, and I told you before and |
will tell you again Redacted Attorney Client Privilege '

A: Um hmm.

J: The thing that | experienced that was incredibly strange to us, right, is not only that you’re telling us
about about mid offer spread, but we were actually finding very surprising is a move between the actual
marks that we mark the book at the end of the month okay... ‘

A: Um hmm.
J: and what we got from Markit and Totem three days later, okay.
A: Um hmm.

J: That is an incredibly surprising thing to me and to the traders. How much that difference was. So
what my conspiracy theory is telling me is that there's information between when we close our books at
the end of March and where they agreed where the market was three days later.

A: Um hmm.

J: Thatis very very difficult for me to explain and, to be honest with you, | still don’t know, | mean | still
don’t know why that happened. I'm still looking into it and | will never give up until | find out what
happened there. My guess is that they were already, Bloomberg and Wall Street Journal were already
writing their story so so their story was ready then. | think they were ready to publish it. | think they
only needed to confirm a few things and they just delayed it for one week. So | think that information
was already in the dealers and the hedge funds to be honest with you. that is a big move for me, and
when we look at the actual move of that and we look at how the difference of our book marks at the
end of the month, and when | look at the IB marks at the end of the month that they gave us, and 1 look
at Totem marks, what surprised me ihcredibly was the same amount that the 1B would have pricéd our
book at was actually the price that at which Totem would have marked it. Now, I think that is very very
very interesting to look at that and-compare to the quotes that we had from JPMorgan at the end of of
March.

A: Um hmm.

J: and that is an amazingly, interesting thing for you as an auditor and as an accountant. r'd love you to
help me with that once this is a little bit less critical, because...

A: Okay

J: 1do not know, | don’t understand how can it be that the quotes we get form our own IB and from the
market that we trade on on the end of the month and during the day of the end of the month, which,
you see the history of that ... '
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May 8, 2012
A: Um hmm.

J: You..then, you see what happened when the Totem numbers were published.

A: Um hmm.

J: Thisis an amazing thing for me and not only that, what is amazing to me is that the actual IB marks

“agree with Totem marks which is even more surprising to me, so this is what | would say is more than
where the traders mark their book which 1 would like to, you know, | don’t think they have a bias. [ still
don’t think they have a bias now. | do think that on April 30th, I think ydu’re going to see the same thing.
| think, | mean Ashley was saying the same thing as your’re telling me. '

A: In April it would revert back to the norm in the sense that there’s some mid, some, somewhere
between bid and offer, and that there’s two... '

J: Tknow you’re saying that, but let me tell you what Ashley told me. He Says that we are not. He told
. me that | should be even more conservative than that, so, there’s lots of opinions on this.

A: Oh no, | have to agree with that...

J: This is an OTC market. We trade in the markets. We have an interpréta’cion. We are changing it into
what you guys are guiding us that we should do and we're going to do it. | mean | will do what the Firm
wants me {o do. I'ju'st; you're asking me if | think that the traders had a change in the way they marked
their books. | don’t think so. To be honest with you, we traded less at the end of March, the very last
three days of March, but, we were very alert on what the close would be because it was very material
for us since we had been losing a lot of money that week. And the books experienced a very large
drawdown that week. So obviously these guys were looking at the markets, you know, even more
attention than ever. On Friday as you can see, the market was very volatile and also that explains quite
a lot of things if you look at the spreadsheet | sent you.

A: Um hmm.

J: But | wouldn’t say that we were aggressive or particularly aggressive in March. | wouldn’t say that. |
. would say that it it was very difficult to mark books even though we didn’t trade as much then and |

don’t think that. | don't feel that, I was aggressive to be honest with you. Doug's asked me that three
times already.

A: Um hmm.
J: You're asking me twice, umm.

A: No no I'm not, I'm not.

J: And Ashley is already asking me. Ashley is asking me the same thing. Look, first of all, | wasn’t aware
that this was going to be an issue because | wasn’t, | mean | don’t, | don’t, you know, mark books. You
know we have a lot of valuation processes that you know very well.

4
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A:Um hmm.

1 and yod know, we contribute to the marking of the books. As you know, we do the estimates and the

" best estimates that we can. Today we still have issues because today, | was just before this meeting,
trying to explain, you know again, you know, how we did it for last week. So it’s not exactly like we are
yet with a firm way to explain this. Unfortunately, it’s difficult to to get to the right methodology. We
differ from the IB--we trade at different times we have different different markets and, | know that the
firm wants us to have one standard but you know that | think it’s difficult to agree with that because you
know | was still I'm still doing this in parallel to see what it means for our book, and | think we’re going
to get a lot of volatility if we do that so | think it’s better if we actually get some tolerance which is lower
and we try to price everything in ICE or Markit everyday. And then the tranches do what the guys are
doing, which is give the best estimate based on the quote, so at least we align the indexes with ICE and
.or Markit. And I'd like to do that— more than aligning that to the IB quotes. I really think that having the
IB quotes is a problem and | don’t want to be, you know, dealing with that. 1think that the IB hasa
different business model and they are buyers on certain things and they don’t trade quite a lot of the
things that we own, so | think Markit or ICE is the reference we should use, or close to that, and then,
you know, without interprétation of the traders, so no interpretation on that and then we do what we
can on the tranches. | think this would remove some of the bias | think that you are referring to.

A: Um‘hmm, the poésib!e bias, the possible bias."
J: I don't think there was a bias té be honest.

A: Understood.

J: Is that what you wanted from this call?'

A: No, I mean, to be honest with you, | mean you you can interpret it any which way you want to and
I’'m not here to accuse you or anything like that. It was more, just a sort of, someone will ask that, you
knbw, cause obviously we've documented everything you've done and you know we've been through
the process, pdsition by position, and well, they say, well they did this on that one and what they did
with this on that one. |was just trying to catch if there was some sort of general trend you know and
essentially what you articulate is look, you know, less trading at the end of the month, you know
potentially the information is already out there so the banks are starting to move against us and there’s
volatiiity in the market. '

- J: That is basically what | am saying.
A: So that was very helpful.
J: Ok, you're welcome.

A: As alwa‘ys,'.!avier, I'm not certainly not trying to, you know, be an accuser. I'm just trying to getto'a
grip with everything. I'm just a simple guy.

Draft Transcript - Subject to Review and Correction
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May 8, 2012
J: Ok,

A: But | do certainly appreciate all the time and effort that you've put into helping me and you know...

J: 1 have to say the same Alistair. |, you have to understand, that I get probably, I'm getting between
100 and 150 calls a day. | don’t know how many does Jamie Dimon get, but 1 am sure | get more, but, I'm
the only one here, ok, thank you, man. '

A: That's why | say 'm grateful...
I Alrighty.
A: for the time. Thanks a lot.

J: Cheers.

Draft Transcript - Subject to Review and Correction
Likely Contains Errors
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_From: Grout, Julien G <julien.g.grout@jpmchase.com>
. Sent: Tue, 10 Apr 2012 19:02:01 GMT
o: CIO ESTIMATED P&L <CIO_CREDIT, P&L@JPITIchase com>
CC: CIO P&L Team <CIO_P&L_Team@jpmchase.com>
Sub]ect CIO Core Credit P&L Predict [10 Apr] -$5,711k (dly) -$626,834k (ytd)

Daily P&L: -$5,71@,991

. YTD . P&L: -4$626,833,772
Daily P&L(%) YTD P&L($)
Europe Financials ' -15,447,416 -706,1089,112

Redacted By

Permanent Subcommittee on Investigations

l

-Eur‘Ope High Grade . - =72,418,403 +-83,026,416

Redacted By

i Permanent Subcommittee on Investigations

Redacted By

Permanent Subcommittee on Investigations

us Higi:l Grade . -316,657,048 -178,547,277

Redacted By

Permanent Subcommittee on Investigations

IS HY & LCDX 418,592,536 281,587,487

Permanent Subcommittee on Investigations
EXHIBIT #33
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Redacted by the
Permanent Subcommittee on Investigations

-

Permancenl Subcumuuilee on dayestigations

New Investments 6,522,635 -529,218,342

e

Redacted by the
Permanent Subcommittee on Investigations

Dead Books (Core) - - ©o-337 . 1,790

, Redacted by the
Permanent Subcommittee on Investigations

o ——— e+

Washbook/Costs 8 : <]

Redacted by the
Permanent Subcommittee on Investigations

==
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Redacted by the
Permanent Subcommittee on Investigations

Big moves in credit index today. US credit. naa already taken a hit following Friday's poor NFP
report. Today's sell off was amplified by further concerns in the European complex, with Spain
(+21bp at 488bp) and Italy (+28bp at 438bp) leading the way wider. This is pushing financials and
-iTraxx.Main too, and credit is actually compressing in Europe, thus despite the worsening of the
economic situation there. This compression is causing a 76M loss today. The loss however is
partially compensated by decompression in US credit, with the CDX.HY complex under‘per‘for-mlng

Today saw a significant bear steepening in off the run CDX.IG9 and iTraxx.Main S9 index curves:

for instance iTraxx.Main S9 juni8 is underperforming the on"_the run benchmark index by +3bp while
the front end iTraxx.Main S9 Junl3 is outperforming by -2bp . It is difficult to find a catalyst
for these moves - one would have expected some flattening in those; despite the substantial move -
in spreads (and in credit volatility in general) and some flattening seen in single .name curves,

- the front end of these curves is stlll outperforming. Note that the moves happened in small
volumes - if any, in iTraxx.Main S9.

No trade today.

10-Apr- | 04-Apr- | 03-Apr- | 02-Apr- | 02-Apr- | 30-Mar-
12 ] . 12 12 12 12 - 12

‘raxx.Main S$S17
Jun17
iTraoc.Main S9
Jun18. '

5/10 89

5y S9
iTraxot.Xover S1 7
OTE-5y CDS
PORTEL 5y CDS
BESPL 5y CDS
DXNS 5y CDS
CDX.1G18 Jun17
CDX.IG9 Dec17
‘1G9 5/10

Sy 1GS

RDN 5y CDS
‘MBI 5y CDS.

FON 5y.CDS

SFI 5y CDS

HY10

HY11

HY14

HY15,

HY16

HY18

ESCAP 5y CDS

Again, a lot 'of prices are still being framed and we are providing our best estimate

- Confidential Treatment Requsteﬂ § JPN-CIO 0003572
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" From: 'Grout, Julien G <julien.g.grout@jpmchase.ciom>
Sent:  Tue, 10 Apr 2012 20:30:42 GMT

e CIO ESTIMATED P&L <CIO_CREDIT_P&l @jpmchase.com>

ccC: CIO P&L Team <CIO_P&L_Team@jpmchase.com>

Subject: CIO Core Credit P&L Predict [10 Apr]: -$394,735k (dly) -$1,015,858k (ytd)

Daily P&L:  -$394,735,120
YTD P&L:  -%1,015,857,982

Daily P&L($) YTD P&L(%)
Eurobe Financials -~ -15,444,858 -—/¢,¢ao,589'
------ ce--------Redacted by-the -- ------ -

Permanent Subcommittee on Investigations

Europe High Grade -189,451,352 ' -208,059,275

Redacted by the
Permanent Subcommittee on Investigations |

Redacted By
Permanent Subcommittee on Investigations

US High Grade - -449,375,200 -317,265,429

Redacted by the
Permanent Subcommittee on Investigations !

US HY & LCDX , 346,055,097 217,450,048
l Redacted by the l

| Perniinent Sabeorvmittee on Investigations'
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e a0 aU T s e e |
Redacted By

Permanent Subcommittee on Investigations
ey G e e e e e

US ABX / TABX . ' -26,312

Redacted By

Permanent Subcommittee on Investigations
o e = e = e Ty ey ST T

New Investments -62,215,559 -557,948,537

Redacted By

Permanent Subcommittee on Investigations
(e P S R T sy G e e

Dead Books (Core) "'-343 1;784

Redacted By

Permanent Subcommittee on Investigations
I T W A T T T N P

- Washbook/Costs ‘ : 5} ]

- Redacted By
Permanent Subcommittee on Investigations

#
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Redacted By

Permanent Subcommittee on Investigations

Big moves in credit index over the long week end. US credit had already taken a hit following
Friday's poor NFP-report. Today's sell off was amplified by further concerns' in the European
complex, with Spain (+21bp at 488bp) and Italy (+2@bp at 438bp) leading the way wider. This is
pushing financials and iTraxx.Main too, and credit is actually compressing'in Europe (iTraxx.Xover
outperforming by -Sbp), thus despite the worsening of the economic situation there. This
compression, along the directional moves in the index, is causing a 86M loss today. In the US the .
compression is less obvious, although CDX.HY has been outperforming equitiés.

Today saw a significant bear steepening in off the run CDX.IG9 and iTraxx.Main S9 index curves:
‘for instance iTraxx.Main S9 Junil8 is +15.75bp wider while the on the run'benchmark index $17 is
+12bp and the front end ‘iTraxx.Main S9.3Jun13 is only +7.25bp, thus a steepening +8.5bp; similarly
(DX.IG9 Junl7 is marked +12bp wider while the on the run CDX.IG18 is +9bp and ‘the front end’
CDX.IGY9 Decl2 is only +6bp, thus a +6bp steepening. It is difficult to find a catalyst for these
moves - one would have expected some flattening in these curves; despite the substantial move in
spreads (and in. credit volatility in general) and some flattening - seen in single name curves, the
front end of these curves is still outperforming. Note that the moves happened in small volumes - -

it any, in iTraxx.Main $9. These moves are causing a loss of 168M in CDX.IG and 140M in
iTraxx.Main. ' ' '

"™ trade today.

10-Apr- | 04-Apr- | - 03-Apr- | 02-Apr- | 02-Apr- | 30-Mar-
12 : P 122 = 12 T2 12

iTraxx.Main S$17
Jun1?7
iTradoc.Main S9
Jun18
5/10 89
Sy 89
iTraxoc.Xover $17
OTE 5y CDS
PORTEL 5y CDS
BESPL 5y CDS
'DXNS 5y CDS
.| CDX.IG18 Juni17
CDX.IG9 Deci17
1G9 5/10
5y 1G9
RDN 5y CDS
MBI 5y CDS
FON 5y CDS
SFI 5y CDS
HY10
HY11
HY14
- 1Y15

HY 16
HY18

' | '
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From: Hughes, Jason LDN <Jason.LDN.Hughes@jpmorgan.com>

Sent:  Fri, 20 Apr 2012 19:07:35 GMT

To:

Kastl, Edward R <kastl_edward@jpmorgan.com>

Subject: RE: Credit Index and Tranche Book

Exactly. Marked within bid offer except for the positions where you see an adjustment

Instrument
ITRAXX MN S09 10Y 22-100
CDX HY S10 05Y 15-25
CDX HY S11 05Y 15-25
CDX |G S09 10Y-00-03
CDX HY 808 05Y 10-15
CDX 1G S09 05Y 00-03
ITRAXX MN S09 07Y 22-100
ITRAXX MN S09 07Y
CDX HY $10 07Y 10-15
ITRAXX MN $09 10Y 00-03
CDX 1G S09 10Y 30-100
CDX HY S11 05Y 10-15
CDX IG S09 07Y 30-100
ITRAXX MN S16 05Y
ITRAXX MN S09 05Y 00-03
CDX LCDX $10 05Y 12-15
CDX HY S11 07Y
CDX LCDX 810 05Y 15-100

Tolerance
5 bps
0.5 price points
0.5 price points
1.5bps
1 price points
1bps
0.75 bps
6bps
1.5 price points
0.75 bps
0.5 bps
2 price points
Obps.75
2bps
0.5 bps
1 price points
0.5 price points
0.5 price points

CDX HY $08 07Y 15-25 2 price points

Regards,

Jason Hughes
ClO Europe
0207777 3301

From: Kastl, Edward R

Sent: 20 April 2012 19:52

To: Hughes, Jason LDN

Cc: Wilmot, John

Subject: RE: Credit Index and Tranche Book

When you say “most advantageous” you mean within Bid/Offer tolerances, correct? Only the $17mm at the bottom would be
outside of tolerance and that is where we posted an adjustment.

Generally speaking, what are the tolerances for these 19 positions?

From: Hughes, Jason LDN ; :
Permanent Subcommittee on Investigations
EXHIBIT #34a

JPM-CIO 0003599

Confidential Treatment Requested
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Sent: Friday, April 20, 2012 2:41 PM
To: Kastl, Edward R

- Subject: Credit Index and Tranche Book

Ed, At March month end the CIO FO marked their book at the most advantageous levels based on the positions they held in
specific indices and tranches. CIO VCG price tested the positions initially mid versus mid and that resulted in the following

adjustments

Global

S4 FIN SUB
S6_EU
S12_EU
S14_EU
S6_US

S18 US
S11B_US
S11C_US
S15B

S15C

S15D

S9 US
S27A_US
$27B_EU
$27C_US
$27D_US
Core Credit Total

Tactical 14 EU
Tactical 32_EU
Tactical 70_EU
Tactical 70_USD
Tactical 71_EU
Tactical 71_USD
Tactical 75_USD
Tactical Total

Credit Total

Differences Differences
(Cey) ®
~18,443,604 -24.560,425
-4,268,031 -5,683,523
0 0
-27,536,181 -36,668,556
3,466,609 3,466,609
-80,183,976 -80,183,976
2,223,732 2,223,732
5,371,007 5,371,007
26,090,038 26,090,038
9,122,647 9,122,647
-37,088,552 -37,088,552
0 0
5,178,854 5,178,854
-2,285,717 © -3,043,776
-61,254,250 -61,254,250
5,492,713 5,492,713
-174,114,711 -191,537,457
0 0
-89.,449 -119,115
-19,890 -26,487
-7,689 -7,689
-1,067,544 -1,421,595
0 0
0 4]
-1,184,572 -1,574,886
-175,299,284 -193,112,343

However, based on our normal practice we then applied market derived thresholds to each of the individual positions. If a
position was within tolerance then no adjustment was required and if a position was outside tolerance an adjustment was

passed to bring it back within tolerance. After applying these tolerances the adjustment became

Differences Differences
Global (Cey) 3)
S4 FIN SUB -2,757,552 3,672,094
S6 EU -987,157 -1,314,547
S12_EU 0 0
S14 EU -2,920,748 -3,889,415
S6_US 2,218,438 12,218,438
S18_US 0 0
S11B_US 0 0
S11C_US 0 0
S15B 0 0
Confidential Treatment Requested :  JPM-CIC 0003600
by JPMORGAN CHASE & CO.
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S1s5C 0 0
S15D 0 0
S9_US 0 0
S27A_US 0 0
S27B_EU 6,028,625 -8,028,018
$27C_US 0 0
S27D_US : 0 0
Core Credit Total -10,475,644 -14,685,636
Tactical 14_EU 0 ~ 0
Tactical 32_EU -89,449 -119,115
Tactical 70_EU -505,906 -673,690
Tactical 70_USD -7,689 -7,689
Tactical 71_EU -1,067,544 -1,421,595
Tactical 71_USD 0 0
Tactical 75_USD 0 0
Tactical Total -1,670,588 -2,222,089
-12,146,232 -16,907,725

Credit Total
The difference between the 2 numbers highlights the size of the positions CIO hold and the difference that can result from
marking within a normal market bid/offer spread. '

Liquidity Reserve
"Our policy has been to exclude Series 9 of the ITAXX and CDX IG based on the liquidity of these series as they are still very

liquid for the correlation markets. The following table shows the changes we have been able to make to our positions in these
indices and tranches during 2012 (Positions are in local currency) '

Jan-31

. Dec-31 Feb-29 Mar-31
ITRAXX MN S09 05Y 25,376,375,000 19,682,625,000 13,748,375,000 17,304,875,000
ITRAXX MN S09 05Y 00-03 -2,480,000,000 -2,595,000,000 -2,615,000,000 -2,950,000,000
ITRAXX MN S09 05Y 03-06 35,000,000 -5,000,000 -300,000,000 -360,000,000
ITRAXX MN S09 05Y 06-09 -15,000,000 280,000,000 340,000,000 340,000,000
ITRAXX MN S09 05Y 09-12 25,000,000 165,000,000 280,000,000 280,000,000
ITRAXX MN S08 05Y 12-22 -1,075,000,000 -375,000,000 -175,000,000 -125,000,000
ITRAXX MN S09 05Y 22-100 7,300,000,000 11,300,000,000 7,500,000,000 7,100,000,000
ITRAXX MN $S09 07Y 3,855,000,000 3,837,000,000 4,353,250,000 5,016,250,000
ITRAXX MN S09 07Y 00-03 -480,000,000 -480,000,000 -490,000,000 -590,000,000
ITRAXX MN $09 07Y 03-06 -10,000,000 -10,000,000 -140,000,000 -160,000,000
ITRAXX MN S09 07Y 06-09 10,000,000 -25,000,000 -25,000,000 -25,000,000
ITRAXX MN S09 07Y 09-12 230,000,000 180,000,000 180,000,000 180,000,000
ITRAXX MN S09 07Y 12-22 -950,000,000 -750,000,000 -450,000,000 -450,000,000
ITRAXX MN S09 07Y 22-100 6,575,000,000 6,675,000,000 9,975,000,000 10,950,000,000
ITRAXX MN S09 10Y 7.,892,750,000 10,573,750,000 10,339,750,000 12,957,600,000
ITRAXX MN $09 10Y 00-03 1,425,000,000 1,415,000,000 1,445,000,000 1,270,000,000
ITRAXX MN S09 10Y 03-06 -220,000,000 -100,000,000 -140,000,000 5,000,000
ITRAXX MN S09 10Y 06-09 160,000,000 270,000,000 270,000,000 380,000,000
ITRAXX MN S09 10Y 09-12 -30,000,000 235,000,000 235,000,000 235,000,000
ITRAXX MN S09 10Y 12-22 -1,015,000,000 -495,000,000 180,000,000 155,000,000
ITRAXX MN S08 10Y 22-100 5,100,000,000 7,775,000,000 12,070,000,000 15,810,000,000
CDX IG S09 05Y -30,569,500,000  -40,103,500,000 . -49,563,000,000 -32,722,500,000
CDX IG S09 05Y 00-03 -2,580,000,000 -2,725,000,000 -3,570,000,000

Ce fal Treatment R
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CDX IG S09 05Y 03-07
CDX |G S09 05Y 07-10
CDX IG S09 05Y 10-15
CDX IG S09 05Y 15-30
CDX IG S09 05Y 30-100
- CDX IG S09 07Y
CDX IG S09 07Y 00-03
CDX IG S09 07Y 03-07
CDX IG S09 07Y 07-10
CDX IG S09 07Y 10-15
CDX IG S09 07Y 15-30
CDX IG S09 07Y 30-100
CDX IG S08 10Y
CDX IG S09 10Y 00-03
CDX IG S09 10Y 03-07
~ CDX IG S09 10Y 07-10
CDX IG S09 10Y 10-15
CDX IG S09 10Y 15-30
CDX IG S09 10Y 30-100

-1,090,000,000
-1,435,000,000
-2,905,000,000
-12,215,000,000
-270,000,000
30,253,500,005
-705,000,000
165,000,000
-345,000,000
-925,000,000
-4,940,000,000
10,380,000,000
37,219,500,000
3,300,000,000
-20,000,000
155,000,000
-785,000,000
-1,345,000,000
11,975,000,000

-1,355,000,000
-2,045,000,000 -
-2,905,000,000
-12,215,000,000
-270,000,000
28,885,000,005
-555,000,000
165,000,000
-345,000,000
-1,195,000,000
-5,340,000,000
10,980,000,000
54,764,500,000
3,290,000,000
60,000,000
345,000,000
-1,730,000,000
-2,075,000,000
16,625,000,000

-1,395,000,000
-2,045,000,000
-2,905,000,000
-12,215,000,000
-270,000,000
33,546,000,005
-370,000,000
-190,000,000
-410,000,000
-1,820,000,000
-6,290,000,000
10,780,000,000
67,790,500,000
3,370,000,000
-120,000,000
265,000,000
-1,900,000,000
-2,750,000,000
15,875,000,000

-1,395,000,000
-2,045,000,000
-2,905,000,000

-12,215,000,000

-270,000,000
33,847,000,005
~405,000,000
-215,000,000
-365,000,000
-1,970,000,000
-6,965,000,000
11,430,000,000
80,343,500,000
2,805,000,000
60,000,000
775,000,000
-1,980,000,000
-3,800,000,000
16,725,000,000

These moves only show the changes month on month and do not show the significant volumes we have been able to trade

intr-month.
Regards,

Jason Hughes
CIO Europe
0207777 3301

a
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From: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>
Sent:  Fri, 20 Apr 2012 10:27:58 GMT
‘0: Bates, Paul T <paul.t.bates@jpmchase.com>
Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

thx Paul. We can address that partly because it is possible here that BofA and MS are not in line with other market
participants. ‘

From: Bates, Paul T

Sent: 20 April 2012 11:23

To: Iksil, Bruno M

Cc: Grout, Julien G; Martin-Artajo, Javier X; O'neill, Rory H; Hughes, Jason LDN
Subject: RE:; URGENT ::: Huge Difference for iTraxx & CDX trades

Hi Bruno,

The file we were sent only had the top 1 5 trade breaks with either BOA or MS in it. Tﬁey were not
complete trade lists therefore I do not know the complete valuation difference with each of these
Cp’s. ' '

Here are the two summary pivots based on the trades we were given:

BOA:

MS:

As you can see the bigger differences are on the Itraxx S9 22% - 100%.

have attached the files with these pivots so you can drill down to look at the underlying
_rades. '

Permanent Subcommittee on Investigations
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If you need more details please let me know.
~anks

Paul

————— Original Message-----

From: Tksil, Bruno M

Sent: 20 April 2012 11:00

To: Bates, Paul T

Cc: Grout, Julien G; Martin-Artajo, Javier X

Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

thx Paul. Could you héip us "decipher™ in plain words what we should look at and come back to you
on the issues raised here? '

————— Original Message-----

From: Bates, Paul T

Sent: 206 April 2012 10:58

To: Grout, Julien G; Iksil, Bruno M

Cc: O'neill, Rory H; Coombes, Hema S; Hughés, Jason LDN
Subject: FW: URGENT ::: Huge Difference for iTraxx & CDX trades

Here are the detailed files we were sent from the collateral guys.

---0riginal Message-----
From: Hughes, Jason LDN
Sent: 20 April 2012 10:31
To: O'neill, Rory H
Cc: Enfield, Keith; Bates, Paul T; Coombes, Hema S ‘
Subject: FW: URGENT ::: Huge Difference for iTraxx & (DX trades

Rory, Can you liase with Julien on this
Regards,

Jason Hughes
CIO Europe
020 7777 3301

----- Original Message-----

From: Iksil, Bruno M

Sent: 20 April 2012 10:30

To: Hughes, Jason LDN

Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

I would like to know the detail of the instruments and the'coﬁnterparties claiming this. Please
~form Julien and Javier about this.

From: Hughes, 3Jason LDN

Confidential Treatment Requested . ) ) JPN-CID 0003583
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Sent: 20 April 2012 10:13
To: Iksil, Bruno M; Grout, Julien G
bject: FW: URGENT ::: Huge Difference for iTraxx & CDX trades

_ Bruno/Julien, We've had some queries from the collateral group around some of our tranche marks.
Major query seems to be on Itraxx Series 9 1@year 22-100 tranche. I've had a quick look at some
data and my thoughts are shown in the mail below and just wondered if there was anything else you
wanted to add (or if I got anything wrong) of if you had any further evidence for the prices.

I'm working from home today but happy to speak on phone if required
Regards,

Jason Hughes
CIO Europe
020 7777 3301

————— Original Message-----

From: Hughes, Jason LDN

Sent: 20 April 2012 09:51 :

" To: 0'neill, Rory H; Bates, Paul T; Green, James E; CIO EMEA MO; CIO P&L Team
Cc: Coombes, Hema S; Enfield, Keith '
Subject: RE: URGENT ::: Huge Difference for iTraxx & (DX trades

I've quickly looked into ITRAXX Series 9 1@year 22-100 tranche which seems to form the majority of
2 issues in both files. '

AS. of 30th March 2012 for this tranche CIO were marked at 33 versus an independent price of 34.75,
Considering that the bid offer seen in the market is anything between 3.and 6 bps we considered
the position to be marked within tolerance and therefore at fair value. For the same date
Dataquery (JPM data but independent of CIO) shows a level of 35.

For 18th Aprii, the date that these files refer to, CIO is marked at 45.75 Dataquery has a price
of 48. Even using the tolerances we applied at last month end (which are now probably too tight)
we would still fall within tolerance and so from my perspective we still look to be well marked.

It is probably worth conflrmlng with Bruno/Julian but I'm sure with all the sen51t1v1ty around the
book they are going to be very sure of all their marks.

Any questions let me know
Regards,

Jason Hughes
CIO Europe
0820 7777 3301

om: 0 ne;ll, Rory H
-ent: 20 April 2012 09:23

To: 0'neill, Rory H; Hughes, Jason LDN; Bates, Paul T; Green, James E; CIO EMEA MO; (IO P&L Team -

Cc: Coombes, Hema S; Enfield, Keith

Confidential Treatment R E ' JPM-CIO 0003584
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Subject: RE: URGENT ::: Huge Difference for iTraxx & (DX trades

oth files attached)

From: O'neill, Rory H

Sent: 20 April 2012 ©9:14

To: Hughes, Jason LDN; Bates, Paul T; Green, James E; CIO EMEA MO; CIO P&L Team
Cc: Coombes, Hema S; Enfield, Keith

 Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

————— Original Message-----

From: Hughes, Jason LDN

Sent: 20 April 2012 ©8:59

To: Bates, Paul T; 0'neill, Rory H; Green, James E; CIO EMEA MO; CIO P&L Team
Cc: Coombes, Hema S; Enfield, Keith

Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

Paul, Valuations were OK as of March month end. I can't do an intra- month valuation as we don't
get sufficient market data especially around tranche p051t10ns :

Regards,

'son Hughes
-40 Europe
020 7777 3301

----- Original Message-----

From: Bates, Paul T

Sent: 20 April 2012 08:46

To: Hughes, Jason LDN; O'neill, Rory H; Green, James E; CIO EMEA MO; CIO P&L Team
Cc: Coombes, Hema S; Enfield, Keith

Subject: RE: URGENT ::: Huge Difference for iTraxx & (DX trades

Rory, Can you and James check all the trades are ok and they are getting the correct MTM fed
down. Have they sent us the full population? Do we know the size of the difference?

Jason, Can you look in detail at these valuation differences and check that you are happy with our
-current marks on these instruments.

Thanks
Paul

————— Original Message-----
From: Hughes, Jason LDN

nt: 20 April 2012 ©8:27
.o: 0'neill, Rory H; Green, James E; CIO EMEA MO; CIO P&L Team
Cc: Bates, Paul T; Coombes, Hema S '
Subject RE: URGENT ARk Huge Difference for iTraxx & CDX trades

Confidential Treat d JPM-CIO 0003585
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Rory, Assuming you meant end. of March and not April. There were differences between the desk and

"e independent marks at month end. The desk marked the book at the boundary of the bid/offer
.pread depending on whether the position was long or short. We then applied a tolerance to make
sure the prices were within tolerance and the majority of positions were. We had a ‘small number of
positions where they fell outside these tolerances and hence the adjustment that was passed. With
the volatility seen around month end and the size of our positions even small price differences
would be expected:

Regards,

Jason Hughes
CI0 Europe
020 7777 3301

From: O'neill, Rory H

Sent: 20 April 2012 ©6:22

To: Green, James E; CIO EMEA MO; CIO P&L Team; Hughes, Jason LDN
Cc: Bates, Paul T; Coombes, Hema S

Subject: Re: URGENT ::: Huge Difference for iTraxx & CDX trades

Jason,

Can you confirm the 30Apr VCG result on these instruments? Do we have any known dlscrepanc1es with
the mkt>

adanks,
Rory
—————— Original Message------
From: Vaz, Daniel X
To: Green, James E
To: CIO EMEA MO
To: CIO P&L Team
Cc: IBOD Collateral Project Team
Cc: Miller, Charles R
Cc: Demo, Mark
Cc: Daryanani, Nilam I
Subject: URGENT ::: Huge Difference for iTraxx & (DX trades
Sent: 20 Apr 2012 01:43

Hi James, (IO,

Can you please validate the marks for the (DS trades booked with ref entity as iTraxx Europe s9
22%-100% or CDX.NA.IG.8 308%-100%? We are-seeing huge differences in these trades when we compare
our marks with CP marks. I took a sample of 15 trades from MSCS & BOA portfolio with greater MTM
differences. Can you please investigate & advice why we would have such huge differences at a
trade level which is impacting our margin calls?

cp
tal portfolio diff
ample trade count
Comments

; Internal Collateral tracklng number

Confidential Treatment R . JPM-CIO 0003586
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MSCS

Usb 36.2 MM

15 , ,

© All trades are booked with ref entity as iTraxx Europe. s9 22%-100% cart=351950 BOA USD 46 MM
15

Trades are booked with ref entity as iTraxx Europe s9 22%-100% or

(DX.NA.IG.8 30%-100%

. t=351952

Daniel Vaz | Team Leader | Collateral & Derivatives Confirms | Investment Bank | J.P. Morgan | T:

+912261260408 | daniel.x.vaz@jpmorgan.com | jpmorgan.com | JPMC Internal use only
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From: Braunstein, Douglas <Douglas.Braunstein@jpmorgan.com:>
Sent:  Fri, 20 Apr 2012 15:31:33 GMT

To: Hogan, John J. <John.J.Hogan@jpmorgan.com>

Subject: Re: Collateral Disputes

Is this the first time this has happened

Fromi: Hogan, John J.

Sent: Friday, April 20, 2012 11:24 AM
To: Braunstein, Douglas

Subject; Fw: Collateral Disputes

This isn't a-good sign on our valuation process on the Tranche book in Cl0. I'm going to dig further.

From: Goldman, Irvin 1 -

Sent: Friday, April 20, 2012 11:21 AM
To: Hogan, John J.

Subject: FW: Collateral Disputes

----—-Original Message-----

From: Lewis, Phil

Sent: Friday, April 20, 2012 11:20 AM Eastern Standard Time
To: Goldman, Irvin J; Waland Peter

Cc: Kastl, Edward R; Bates, Paul T

Subject: RE: Collateral Disputes

Yes we are— we have collateral disputes from a number of counterparties (obvieusly on positions that aren’t novated to ICE,
so the tranchesand ICE ineligible indices). Biggest are with MS and GS. First'we heard of these was this morning {collateral
process is done at @ Legal entity level — when differences become big enough they reach out to MO -& VCG]J. MO are checking

all bookings and flows, with the desk and VCG (Jason Hughes/Ed Kastl) are checking marks. We are also trying to get some
granularity by product

'l forward you a note from the collateral guys.

This table shows differences by cp’ty and the Gross Absolute PV across all outstanding trades with sach cpty

Sum of ARS Sum of

CcP {Local) MTM_DIFF | %

BBVASA 856,948 141,471 17%
BNPP 1,427,575,108 - 17,698,254 1%
BOA 3,135,860,802 72,455 626 2%
BPLC 1,078,123,886 427,385 0%
CA 28,737,306 2,032,204 7%
CGML 49,019,323 -B67,T42 ~1%
CITI 4,417,744,863 60,630,170 1%
csl 421,675,999 27,289,077 6%
[olss AN 474,311,803 15,227,896 3%
DBKAG 3,080,139,893 56,005,118 2%
GSl 4,701,978,454 89,576,979 2%

CONFIDENTIAL TREATMENT REQUEST. JPM-CIO-PSI-H 0000108
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HSBCEU 100,908,403 121,569
HSBCUS 35,801,766 6,027,808
MLI 6,244,692 156,884
MSCS 4124,528,028 114,910,670
MSIL 222,395,628 1,724,699
NOMURAIP 258,811,944 ~2,974,037
RBSPLC 81,168,415 -2,667,779
SGCIB 3,004,157,922 16,658,449
UBSAG ' 2,576,649,497 46 660,667
Grand Total 29,226,690,681 519,983,977

0%
17%
-3%

3% .

1%
-1%
-3%
1%
2%
2%

From: Goldman, Trvin J

Sent: Friday, April 20, 2012 11;00 AM
To: Lewis, Phil

Subject: FW: Collateral Disputes

Please let e know.

----- Original Message-----
From: Hogan, John J.

Sent: Friday, April 20, 2012 10:22 AM Eastern Standard Time
To: Goldman, Irvin J, Weiland, Peter

Subject: Collateral Disputes

_Are you having any in the tranche (or index) positions?

CONFIDENTIAL TREATMENT REQUESTED BY

J.P. MORGAN CHASE & CO.

JPM-CIO-PSI-H 0000109



Privileged and Confidential
Attorney Client Work Product
May 10, 2012

Table of Contents

Vil

Background

JPMorgan Chase Fair Value Measurement Policy
ClO Valuation Approach

Conclusions

Appendix A — 3/31/12 Position Marks

Appendix B — Q1 Price Testing Analysis .
Appendix C - CIO Transaction Data

This memo summarizes the Firm’s review of the valuation of its CIO EMEA credit portfolio in
light of the current market conditions and dislocation that occurred in April 2012.

Background

The ClO EMEA credit portfolio is made up of Investment and Core Credit portfolios’. The
Investment portfolio consists of available-for-sale investment securities, while the Core
Credit Portfolio primarily consists of synthetic credit positions -- credit derivative positions
on various credit indices and tranches of those indices (the index and tranche credit
derivatives portfolio). These synthetic positions were entered into to manage the market
value deterioration in a potential stress scenario associated with investment securities held
in the available-for-sale portfolio; the positions have changed over time depending on the
Firm's view of credit risk. Ty

CIO has a substantial presence in the financial markets, and the breadth and depth of its

. activity has generally given CIO a good sense of the market, with strong market contacts and

market intelligence. In particular in these credit products, ClO executed a significant volume
in the market and therefore had deep access to market pricing and color.

During lanuary, February and through the first few weeks of March, CIO was buying, to add
to existing positions, the risk of (i.e. selling credit protection) the following indices and
tranches to reduce the short high yield credit risk position in the portfolio:

e (DX Investment Grade North America Series 9, 10 year and 7 year.
e ITraxx Main Series 9, 10 year and 7 year.

In addition, on April 6, the business press began reporting on certain of these positions,
providing other market participants with some level of information regarding the Firm's
positions and activity.

! €10 also has a North America credit portfolio, but that portfolio does not include synthetic credit positions and
therefore is not subject to this review.

. CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORC
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In April®, market activity and market prices for these credit derivatives changed significantly
and a number of unusual trends were observed, including:

s The difference between cost of protection on investment grade indices and high
yield indices in Europe and North America reduced significantly. .

* The difference between cost of protection on short dated risk and long dated risk in
a number of indices increased significantly. For a number of indices the cost of
protection on the index moved inconsistently with the prices of protection on
various tranches of the index. For example, for the iTRaxx Main Series 9 10 year
during April:

o Spread moves for the index itself implied some increase in losses due to
increased correlation within the index.

o Price moves in the super senior tranche implied losses due to very much
larger increases in correlation within the index.

o - Price moves in the more junior tranches implied limited increases in
correlation.

These trends began to emerge in late March, but developed and became much more
“significant in April. '

These changes have been unusual compared to the historical relationship between
investment grade and high yield indices, as well as the relationship between index and
tranche exposures. Due to the complexity and the size of the Firm’s positions, the effect of
these changes, in conjunction with other market factors, on the estimated fair value of the
Firm’s positions has been significantly negative during April. As noted throughout this
memo, relatively small variations in price can have a relatively large impact on the estimated
fair value of the entire portfolio, given the size of the Firm’s positions.

Size of Position Data

The following table provides the absolute notional amounts (in USD) of these positions at
various dates.

Table 1: Notional amount of CiO positions

ITRAXX MN 63,8

020 118,982,003,490

848,

0 76,235,846,930

18,505,911.681
CDXIG (15325577333} {848 G086 508y 6,220,451,026 54,767.087,52 56,054,146,920
CDXHY 8,123,572,169 4,810,808419 (18 (1.7 k)] {7.5570.874.833)
ITRAXX XO (5,2C7.£01,.000) (4,271,220,0007  (7.017,1711.000) (2.868 S00) {738 458,500}
ITRAXXFINSUB {2.324.880.000) {2,191,530,000) {2.072,320.000) (2 H2040.000) {2.LB0. 280,000
CDXLCDX 1,856,414,686 1.826,651,611 1,796,888,575 1,796,888,575 1,796,888.575
ITRAXX FINSEN {72.210.0003 {140, 700,000} 73,150,000 100,706,250
SOVXWE ) 46,665,000 46,665,000
Total 50,997,179,286 67,783,741 435 94,611,293,688 156,944,227,652 158,129.707,994

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO.
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Table 2: ClO’s share of market volume
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The following table compares the absolute notional amount of CIO’s transactions in selected
indices and to the absolute notional of street-wide transactions, in order to provide a sense
of the relative size of ClQ’s activity in the market for the first four months of 2012. This data,
as well as similar data from 2011, demonstrates two key points: 1) prior to late March 2012,
ClO was a substantial participant in these credit markets, and 2) even without ClO’s
involvement {throughout these periods and in April after ClO substantially reduced its
activity), the remaining street volume was substantial.

,000,000
4,751,750,000
775,000,000
487,500,000

6,181,250,000
9,754,250,000
8,325,375,000
" 5,004,150,000

7,007,250,000

$ 29,265,025,000

49%
9%
10%

11,769,250,000
7,244,200,000
6,601,250,000
338,750,000

26,758,710,300
15,206,250,000
13,806,250,000

5,570,925,000

25,9584 150,000

$ 61,341,135,300

vvJan-12

206,771511,713
216,991,196,801
. 199,058,170,509
13,785,754,578

26,440,500,000
Feb-12 . 36,359,500,000
Mar-12 26,075,000,000
Apr-12 25,000,000
Total $ 88,900,000,000

$ 636,606,633,601

17%
13%
0%

CDXNAIGS 7Y

Jan-12

55,936,345,841
48,791,460,000
41,738,540,328
23,310,200,000

7,091,500,000
Feb-12 8,387,000,000
Mar-12 2,017,000,000
Apr-12 256,000,000
Total $

$ 169,776,546,169

17%
5%
1%

17,751,500,000

CDXNA.IG.9 10Y

$ 83,065,700,000
48,049,133 ,456
72,016,977,456
31,722,763,000

Jan-12 $  28,528,000,000
Feb-12 20,032,000,000
Mar-12 9,819,500,000
Apr-12 677,000,000
Total $  59,056,500,000

$ 234,854573,912

42%
14%
2%

Note: April data extends to April 26, 2012.
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Given the size of the Firm’s portfolio and the nature of the positions, the portfolio is
sensitive to small changes in credit spreads. At March 31, 2012, the sensitivity to a 1 basis
point move in credit spreads across the investment grade and high yield spectrum was
approximately ($84) million, including ($134) million from long risk positions, offset by $50
million from short risk positions.

Il JPMorgan Chase Fair Value Measurement Policy
General

Fair value is the price to sell an asset or transfer a liability in the principal (or most
advantageous) market for the asset or liability (an exit price). The sale or transfer assumes
an orderly transaction between market participants.

Data Sources and Adjustments

Valuation techniques used to measure the fair value of an asset or liability maximize the use
of observable inputs, that is, inputs that reflect the assumptions market participants would
use in pricing the asset or liability developed based on market data obtained from
independent sources. Valuations consider current market conditions and available market
information and will, therefore, represent a market-based, not firm-specific, measurement.

Where available, quoted market prices are the principal reference point for establishing fair
value. Market quotations may come from a variety of sources, but emphasis is given to
executable quotes and actual market transactions (over indicative or similar non-binding
price quotes). In certain circumstances valuation adjustments (such as liquidity adjustments)
may be necessary to ensure that financial instruments are recorded at fair value.

Bid — offer spread and position size

As further described in US GAAP Accounting Standards Codification Topic 820 Fair Value
Measurement (“ASC 820"}, the objective of a fair value measurement is to arrive at an
appropriate exit price within the bid — offer spread, and ASC 820 notes that mid-market
‘pricing may {(but is not required to) be used as a practical expedient.

820-10-35-36C “If an asset or a liability measured at fair value has a bid price and
an ask price (for example, an input from a dealer market), the price within the
bid-ask spread that is most representative of fair value in the circumstances shall
be used to measure fair value regardless of where the input is categorized within
the fair value hierarchy {that is, Level 1, 2, or 3). The use of bid prices for asset
positions and ask prices for liability positions is permitted but is not required.”

820-10-35-36D “This Topic does not preclude the use of mid-market pricing or

4

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. , JPM-CIO 0009727
CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO-PSI-H 0006733



Privileged and Confidential
Attorney Client Work Product
May 10, 2012

other pricing conventions that are used by market participants as a practical
expedient for fair value measurements within a bid-ask spread.”

Effective Q1 2012, size-based adjustments are explicitly not allowed for cash instruments
held by a firm. However, US GAAP continu_es to permit size-based adjustments for
derivatives portfolios if an election is made to do so. Under its current business and risk
managehwent strategy, the Firm has not made such a portfolio election for this CIO portfolio,
and so evaluates the value of its positions without specific consideration of their overall size.

Cut-off and Timing

US GAAP is not prescriptive fegarding market close and timing of valuation. As an
operational matter, the Firm allows desks in different regions to mark their books as of the
close in that region, and requires that these cut-off practices be applied consistently.

. Cl0 Valuation Process -
Background

ClO’s valuation process reflects how and to whom CIO would exit positions by typically
seeking price quotes from the dealers with whom CIO would most frequently transact and
with whom CIO would seek to exit positions, rather than looking for more broad based
consensus pricing from a wide variety of dealers not active in these credit markets. In that
regard, ClO’s valuation process is consistent with that of a non-dealer investor/manager.

ClO necessarily uses judgment to identify the point within the bid-offer spread that best
represents the level at which CIO reasonably believes it could exit its positions, considering
available broker quotes, market liquidity, recent price volatility and other factors.

As noted below, ClO’s evaluation of valuation adjustments has been based on market

liquidity for the positions, rather than on the absolute size of ClO’s positions. in the normal
"course of business, CIO will continue to review its valuation practices in light of its current

risk management and exit strategies to ensure its valuation practices continue to represent
ClO’s estimate of exit price.

Front Office Mark Process

The main source of information for pricing comes from the Bloomberg messages (pricing
runs distributed by the dealers). Where available the desk collects them for all indices and
tranches.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. v JPM-CIO 0008728
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Then depending on the product and availability of information the following procésses are
followed:

e For index products:’

o “On'the run” indices (i.e. most recent series, 5y point): as these are the
most liquid instruments, the front office typically uses the dealer runs.

o “Off the run” indices: Front office looks at bid-offer spreads, volumes,
recent price changes and recent transaction data, and the front office mark
is established at an appropriate price within the bid-offer.

e For tranche products: ‘

o For liquid tranches: front office computes the best-bid/best-ask using the
dealers' runs - the tranche is then marked using the mid of this 'best'
market.

o Forilliquid tranches: front office looks at bid-offer spreads, volumes, recent
price changes, relevant index prices, and recent transaction data, and the
front office mark is established at an appropriate price within the bid-offer.

Timing of Valuation

ClO’s valuation policy, consistent with the Firm’s policy, is to value its positions as of the
close of business in the relevant region. Although the broker quotes CIO receives are
generally consistent with that timing, other data sources may p?ovide data using different
timing, as follows:

Source Timing

Broker quotes ' As received

Markit/Totem — NA indices and tranches New York close

Markit/Totem — EMEA indices and tranches London close

ICE —NAindices - ‘ 30 minutes before New York close
ICE — EMEA indices 30 minutes before London close

VCG Independent Process

VCG independently price tests the front office marks at each month end and determines
necessary adjustments to arrive at fair value for the purposes of the US GAAP books and
records. The remainder of this section describes this process.

A. Pricing data sources
CIO VCG obtains prices from third parties as follows:
e Markit/Totem’ — an independent service that provides prices for a wide range of
products derived from the inputs provided by a number of financial institutions.

2 Markit and Totem are within the same group. Markit provides data the credit derivative indices, while Totem
provides data for the tranche risk of those indices.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO 0009729
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» Dealer Quotes — Prices from major broker dealers for specific indices and tranches
of those indices.

» VCG must approve the sources for all market prices and other parameters as being
reliable and applicable. '

CIO VCG also looks to actual prices at which CIO has executed recent transactions as an
additional source of market information. '

The following is a list of the dealers CIO VCG obtains quotes from on a regular basis for
indices and tranches in which they have a reasonable level of activity: '

o Citi s Goldman Sachs * Morgan Stanley
e Deutsche Bank ‘e JPMorgan (IB) * BNP Paribas

e (Credit Suisse ¢ Royal Bank of Scotland e Nomura

L ]

HSBC e Barclays ~ & BofA/Merrill Lynch

These dealer quotations are received from a standing solicitation for price estimates for
index and tranche positions. The number of dealer quotes received in any particular
month generally ranges from 1-4, and is based primarily on which dealers choose to
provide quotes that period.

B. Deriving the best estimate of mid-market price (VCG mid-market price) for price testing
purposes

Indices:

e Forthe more liquid indices, typically the on the run indices, VCG utilizes Markit as its
primary source for the ClO VCG mid-market pricé. VCG will also look to broker
quotes, but generally finds there to be limited differences to Markit data.

» For the less liquid indices, CIO VCG again uses Markit data as the primary source of
independent data. However, given the reduced liquidity of these indices dealer
quotes sourced by the front office are also used. Differences between the Markit
data and the broker quotes are investigated, for example by reviewing actual levels
of tradihg activity. The ClIO VCG mid-market price is determined using the
combination of the Markit data, broker quotes and actual trades executed by CIO.

Tranches:

e CIO VCG uses broker quotes as the primary source of data for determining the CIO
VCG mid market prices for the tranches positions. CIO VCG also obtains consensus
prices from Totem from the Investment Bank® (JPM IB). However, CIO VCG uses the

3 The Investmént Bank obtains these as it contributes as a dealer to the Totem consensus prices.
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broker quotes, with less reliance on TOTEM data, due to the Firm’s experience that
the tranches tend to be less liquid than the indices and for any given position, only
2-3 dealers tend to be active in that tranche. Therefore, CIO VCG believes that the
broker quote process is appropriately focused on the more active dealers for those
tranches. This emphasis on broker quotes also reflects CIO’s likely exit strategy,
which is more likely to be with specific dealers active in these tranches. Where there
are significant differences between broker quotes and TOTEM, CIO VCG wili
investigate the reasons for such differences, for example, by looking at the levels at
which CIO has actually executed transactions, to validate the integrity of the broker
quotes received.

C. Estimating the range of fair value utilizing price testing thresholds

+ Price testing thresholds are commonly used in valuation to account for reasonable
degrees of variance between valuation data obtained from different sources.

¢ These thresholds are generally established to represent normal bid-offer spreads for
each product, with the goal of ensuring that the final mark used by the Firm is
within the range of bid-offer spread after applying these thresholds.

s  Price testing thresholds may be determined on a variety of bases (e.g., volatility of
parameter, market depth and liquidity and pricing service spreads).

e CIO VCG is responsible for establishing the price testing thresholds used.
The tolerance thresholds were consistent from 12/31/11 to 3/31/12.

D. Determining a book price
e The CIO VCG mid-market price plus/minus the price testing threshold set by CIO
" VCG per instrument {the VCG valuation range) is compared to the front office mark.

If the front office mark is outside the VCG valuation range, the position mark is
adjusted to the outer boundary of the range. Within the VCG valuation range front
office marks may be used without adjustment. '

e Irrespective of threshold levels, any difference between front office mark and the
mid-market price may be adjusted, at CIO VCG's discretion. ‘

* (IO VCG has not historically adjusted front office marks directly to Markit/Totem
spreads/prices for the less liquid indices and tranches because:

o Given its level of activity in the market, ClO has large amounts of specific

~ transaction data that should be considered in determining fair value.

o CIO has observed that broker quotes are indicative prices that are relevant
to the valuation process, in addition to the consensus prices provided by
‘Markit/Totem. .

=  Based on CIO experience, CIO believes that the broker quotes
received better reflect executable prices, and therefore represent
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= (lO’s experience is that not all dealers participating in the Totem

process are active in the relevant products and that obtaining direct
dealer quotes from the more active dealers for a particular product

may better reflect executable prices.

.o Markit/Totem prices are based on quotes by market makers acting in that
capacity. CIO, like other non-dealer investors/managers, is not a market-
maker and it does not contribute to the Markit/Totem service. Furthermore,
in the case of Totem the resulting data is accessible only to market makers

who contribute to that service.

o ClO has observed that the business valuation cut-off time may differ from
the data provided by Markit/Totem. The combination of intra-day price
moves on the last day of the month and the difference between the time

when Markit/Totem fixes and the time when ClO closes its books can result
in pricing differences that while small from a price perspective, could be

significant for such a large portfolio.

e As additional analysis, ClO estimated that as of March 31, 2012, the sum total of the
differences between the front office marks and the CIO VCG mid market estimates
was $512 million before adjustment to the boundary of the VCG valuation range

(considering price testing thresholds) and $495 million after adjustment.

E. Apply necessary valuation adjustments

e ClO applies valuation adjustments as appropriate for positions deemed to be less

liquid. Generally, any on the run index (typically, the four most recent series) and
associated tranches have been viewed to be liquid based on market activity, and
appropriate front office and CIO VCG judgment. In addition, other indices and
tranches continued to have sufficient market activity to be deemed liquid as of
March 31, 2012 {for example, ITRAXX Main Series 9 indices and the CDX IG Series 9

indices).

e Asof March 31, CIO recorded liquidity valuation adjustments of $188 million for the

following:

o Highyield - series 11 and prior indices and tranches.
o Investment grade - series 12 and prior, excluding series 9 index.

* " ClO believes that the investment grade Series 9 index has generally
traded similar to on the run positions because it is viewed as a

market benchmark by investors.

* The liquidity adjustments for the series 9 tranches {both high yield and investment
grade) were recorded as of March 31, 2012 to reflect the decline in market liquidity
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by the end of the first quarter. The incremental liquidity reserve of $155 million for
series 9 investment grade tranches was applied for the first time atMarch 31 asa
result of this decline in market activity.

¢ The liquidity reserve was calculated using ClO’s standard liquidity reserve
methodology and using spread volatility provided by JPM IB. This volatility varies by
position in the capital structure, and is highest for equity tranches and lowest for
super senior tranches: = [CS01] x square root [holding period] x [spread volatility

o (S01 is the credit spread sensitivity to a 1 bps change in market spreads
relative to position size
Holding period — JPM |B suggested max 120 days was used
Spread volatility — provided by JPM 1B; varies by position in the capital
structure, and is highest for equity tranches and lowest for super senior
tranches. ;

e Asof March 31 a liquidity valuation adjustment was not recorded for the CDX North
America Investment Grade and Itraxx Main Series 9 indices as each was viewed to
be liquid. As noted in Table 2 above, trading volume in the Series 9 index continued
to be relatively robust, including through April, without CIO activity in the market,
and the volume of market activity excluding CIO has been substantial.

¢ - Details of all adjustments taken to arrive at the fair value for US GAAP books and
records are included in Appendix A,

F. Comparison to Industry Practice
The Firm believes that its valuation practices in CIO are consistent with industry
practices for other non-dealer investors/managers. ClO, like other non-dealer
investors/managers, relies more heavily on transaction-level data available through its
own market activity, and its valuation process reflects its exit market and the
participants in that market. In the normal course, the Firm evaluates its own business
and risk management practices, and makes appropriate refinements to reflect its best
estimates of fair value.

G. Review of CIO Q1 pricing information

¢ ClO analyzed its pricing data as compared to other available market sources and the
results are included in Appendix B. ,

¢  As of the January, February and March month ends CIO compared its front office
marks and final US GAAP book price for reasonableness to a combination of the

, Markit/Totem data, broker quotes and actual transaction data around the month

end date. ‘

e There was evidence that actual transactions and broker quotes diverged from
Markit/Totem prices in some cases,

¢ ClO book marks on individual positions were generally within the bid offer spread.

10
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e As additional analysis, CIO estimated the aggregate difference in the front office
marks and the CIO VCG mid-market estimates. This difference ($512 million), less
the price testing threshold adjustment of $17mm and less the liquidity reserve of
$188mm, was approximately $307 million as of March 31, 2012, compared to the
gross value of derivative receivables and payables of approximately $8 billion.

V. Conclusions

e CIO believes that its marks as of March 31, 2012 represents CIO’s estimate of its exit
price as of that date.

e Inthe context of its gross marks (approximately $8 billion of derivative receivables and
$8 hillion of derivative payables across CIQ’s portfolio), intra-day price volatility, and
ClO’s transaction data, CIO believes that it has made reasonable judgments regarding
the prices within in the bid-offer spread that best represent CIO’s exit price.

*  The CIO valuation process is documented and consistently followed period to period.

¢ Market-based information and actual traded prices serve as the basis for the
determination of fair value. '

e ClO’s book value, in.cluding the valuation adjustments, at March 31 2012 for the index
and tranche credit derivatives portfolio is within the range of reasonable fair values for
such instruments. '

- We have shared this memo with PricewaterhouseCoopers; they concur with the conclusions
reached herein.
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The following table provides the notional amount and fair values of the Firm’s positions as of March 31,
2012, including the following: $17 mm tolerance level adjustments, $33 mm liquidity adjustment, and

$155 incremental liquidity adjustment.
{Note; subsequent CIO analysis noted that the required tolerance adjustment should have been $12 million, but the following

schedule provides detail of the original $17 million estimate.)

ABX HE 6.2 BBB-

TABXHE 7.1 BBB 35-100
X HE 7.1 BBB- 40-100

HY S08 05Y 35-100
COXHY S0807Y

COXHY 508 05Y 2535
DXHY $08 05Y 35100
JCOXHY $10 05Y

COXHY $10 05Y 25-35

CDXHY S10 07Y 10-15

COXHY 510 07Y 25-35

COXHY S10 07Y 35-100

i ICOXHYS1107Y 106
. I lopxaysi

CDXHY 514 65Y
{COXHY 515 05Y
GDX HY §16 05Y

lCOXHY 817 05Y

DXIG $07 07Y
1COXIG 807 87Y07-10

coxigsososy
CDX1G 508 07Y
ICOX 1A S08 07Y03-07

JCDXIG 508 07Y07-10

6,120,712
41,691,625

1,410,000,000 8307}

13,156,563,878
5,796,420,000!

94,469,231
178,760,000

14574 U

12,558,560,000
5862,270,000
14,817 861

8,270,775 00 153,218,438

5,665,292
2,073,880
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i
DXIG 508 07Y 10-15 ( 3,762,951 .

{sisrsaeogo0;  asariEee 26,177,866
6,008,760.374; 2,719245‘158; 497,344,882 496,605,800:
6715000000°  12395000,000 o n :

30,245000000.  12,215,000.000.

308,485,798
50,233428
119,476,524

306,212,945

:CDXIG 508 10Y 1015 : 3,510,000,000° 1,880,000,000:
ECDXIG 509 10Y 15-30 $480,000,000° 3.800.000,000°
15,311,348 42,
9,916,663 474"

280,000,000

5,560,068 40
4,862.784,000°
8,699,000,000

23198_50&000; 17.520.500.0003 {354 254 384}
54,924 827

RESEREA ,
54,000,000} 377,531
.

y7a06 798
35 30} 66,505,418
ICOXLCDXS10 06Y : : 1,164,896,000° [FRET TR RS

[COXLCDXS1008Y 15:160 | 4802708411 ¢ 221,670,056
(COXXO $08 05Y : 47,143,000 :

ITRAXX FINSEN S10 05Y :

FTRAXX FINSEN 812 08Y

{TRAXK FINSEN 814 05Y
CITRAXX FINSEN S15 08Y
TTRAXX FINSEN $16 05Y
FTRAXX FINSEN $17 05Y

TRAXX FINSUB S08 10Y

TRAXX FINSUB 508 05Y 3,385,054 17, : 7 8276439
{TRAXX FINSUB 808 10Y | 198.747 483 : n g
{TRAXKFINSUB S10 06Y 3 1 : 26048211

ITRAXX FINSUB S11 06 © )
TRAXX FINSUB §12 06Y £2,100,661
(i 334,752
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JITRAXK MN §08 06Y 00-03

ITRAXX MN 508 05Y 09-12
ITRAXX MN SO8 05Y 12-22
HTRAX(MN SO8 10Y
HTRAXX MN 508 10Y 00-03

RAXX MN S08 10Y 05-08

RAXXMN 50807Y 09-12
SITRAXX MN S08 07Y 12-22

TTRAXK M $08 10Y 03-06
AITRAXX MN 508 10Y 06-09
ITRAOCMN 509 10Y 08-12

HITRAXX MN $10 05Y
HITRAXX MN S1105Y
ITRAXY MN 512 08Y

HTRAXX MN $1803Y

{ITRAXXMN S16 03Y 00-03
ITRAXX MN S16 03Y 03-06
ITRAXX MN $15 03Y 22-100 .

SITRAXXMN S$15 05Y 00-03
STRAXX MN §15 05Y 22-100 |
TRAXX MN $15 67Y

TTRAXX MN §15 07Y 00-03

TRAXX MN §15 10Y

ITRAXX MN S16 10Y

RAXX SOVXWE $03 05Y
TTRAXX SQVXWE S06 D5Y

{ITRAXX XO $11 05

HITRAXX XO $14 06Y
SITRAXX XO §15 05Y
ITRAXX XO 516 05Y
TTRAXX X0 $17 05Y
Grand Total

35821777 337"

363277 31
346,228,887

5272002,153°
93.215497

332812488
2,596,717 403!

" 239,696,991

198,469,109
155,248,01

1,483,804 274
2,346,084,300:
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226681

16,046,944
22,835,178
70,810,712

50,870,087

3,740,604,710
83215487

175,486,448 : : 78 g6 4481
13,929,468 : I 13928459

125,318,
235003815

5 %}

82,791,564

6,525,085
1.740,133572;

Assets
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Appendix B - CIO Price Testing Data

The following tables set out valuation estimates of various sources, as well as the final CIO price

- recorded books and records for the most significant positions within the portfolio. The table also
includes notionals for the positions and whether CIO is Jong or short the risk of the index/tranche {i.e.
whether it has sold or purchased credit protection respectively).

The following observations were noted:

¢ For all selected positions the front office marks were withih the bid offer spread indicated by the
broker quotes except for the iTraxx Main IDX S09 07Y.

o This was a result of a front office data input error that was identified and adjusted by VCG to
the outer boundary, in accordance with the VCG price testing protocol. (The value
difference between the original front office mark and the intended mark was approximately

- §20 million, and the difference between the CIO book value and the intended mark was less
than $15 million).

e ClO VCG spreads/prices correspond to Markit/Totem data for the liquid indices and reflect the
broker mids for illiquid indices and tranches.

e There are a number of instances where the broker-mid spreads/prices diverge from the
Markit/Totem data.

¢ There are a number of instances where the ClO transaction data in appendix C show that actual
traded spreads/prices diverge from Markit/Totemn data in similar time periods. For example: iTraxx
Main IDX Series 16 5 year at February month end, and CDX High Yield Series 10 7 year 10-15%
tranche at January month-end.

e  Average traded prices in the few days surrounding month-end are directionally consistent with the
point in the bid offer spread in which the positions have been marked by CIO, as shown by Appendix
C. In general, the front office marks, subject to liquidity adjustments, used for CIO books and records
reflect information derived from numerous data sources available to CIO front office, rather than
relying solely on any one single factor. For example:

o Recent transaction data (same-day and recent day actual trades) may in some cases be
viewed to provide more relevant and reliable information regarding current exit prices (see
additional observations below).

o Insome cases, differences between CIO book values and other market information such as
Totem/Markit are created because of timing differences between the close of ClO’s books
and the close of the Totem/Markit data (see additional observations below).

o In certain cases, CIO executed trades on the last day of the month at a price that is different than '
Totem {and in several cases, was between the Totem value and the ClO book price). See table
below for information as of March 31, 2012 (including average traded prices on March 30, 2012}
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CDXNAHY 15-25% $10 05Y 93326  93.125
CDXNAHY 15-25% S11 05Y 83108 83685 83375
CDXNAHY IDXS1107Y 101250  101.866  101.750
CDXNA.IG 0-3% S09 10Y 63219 62869 63250
iTraxcMain 0-3% S09 10Y 66202 65993  66.313
iTraxcMain IDX S09 07Y 129.000 122657  129.000 *
iTraxocMain IDX S09 10Y 149,000 144250  149.000 *

* executed tranche reference trades, not stand-alone traded prices

e The difference between the various data points (FO, Broker prices, and Totem) are relatively
insignificant on a price basis, when evaluated in context of:

o Daily price volatility - the following table shows that for most of the tested positions, the
price difference between the Totem price and the CIO book price is less than the average
daily price change during recent months. '

CDXIG Main Series 9 (7Yr) 200 285 2.00 1.98 2.06
CDX.IG Main Series 9 (10Yr) 2.25 287 173 2.00 2.26
CDXHY 100 Series 11 (7Yr) 0.62 0.35 0.31 0.29 1029
CDXHY 100 Series 14 (5Yr) 0.25 0.30 0.30 0.28 0.28
CDXHY 100 Series 15 (5Yr) 0.25 0.30 0.33 0.32 0.33
iTraxcMain IDX S$16 5Y 188 374 3.22 3.08 4.05
iTraxcMain IDX S09 07Y 6.34 442 3.29 3.22 4.31
iTraxcMain IDX S09 10Y 475 424 3.17 3.54 4.24

o Intraday price volatility — the following table shows three representative series and the
maximum, minimum and mean prices during the day on March 31, 2012.

CDXIG Series 18 5 Y 93.000 90.750 91.910 2250

2.4%
CDXHY Series 18 5Y 97.188 96.750 96.950 0438 0.5%
iTraxcMain Series 17 5Y 127.625 122.750 125.115 4875 3.9%

o Potential timing differences — CIO EMEA closes its books at the close of business in London,
while some of the comparative market data is as of the close of business in New York. This
timing difference may result in differences in reported prices.

*  For example, the market price on March 31, 2012 at 4 pm London time for the CDX
IG Series 18 5 year was 92.88, and the market price at 9 pm (NY close) was 91.25, a
1.75% difference from the London close.
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1 CDXNAHY 10-15% S08 05Y k . 2 X ‘

2 CDXNAMY10-15% 5§10 077 2.763 10,625 8.125 9625 11125 9588 10572 -4041 long higher price
3 CDXNAHY 15-25% §10 05Y 95.710 85000 95625 95875 96125  @5708 85051 . -2083 iong higher prce
4 COXNAHY 15-25% §11 05Y 85.350 85500 84750 85500 86250  B537S  B5A35 1018 long higher price
5  CDXNAHY35-100% S1005Y 105572 105688 105375 105563 105750 105542 105640 3805 tong - Price  higher price
6 COXNAHY IDXS1107Y 101506 101500 101063 101313 101563 101506 101370 4408 fong Prica  higher price
7 CDXNAHYIDXS14 05Y 102039 102325 101500 109500 101688  101.875 102089 101539 12447 short Price  lower price
8 CDXNAHYIDXS1505Y 101060 101093 100625 100563 100750 100888  101.080 100625 -1t short Price  lower price
9 CDXNAIG 0-3% S08 05Y 14.846 14813 14625 14813 15000 14733 14785 3570 shott  Upfront highar price
10 COXNAIG 0-3% 508 10Y 62.842 62875 62375 62625  B2B75 62797 63001 2650 long  Uplront  lowar price
11 CDXNAIG IDXS09 07Y 91958 91750 91000 80500 92000 93500 919586  B4.650 34183 long ~ Spread lowarspread
12 CDXNAIG IDX 509 10Y 118839 119250 118000 118750 119500 120250 118839 122650 -80989 long  Spread lawer spread
13 FiraxcMain D-3% 508 10V 67.302 67.375 61325 6375 67625 67406 67509 1495 fong  Upfront  lower prics
14 TraxcMain 22-100% S09 07Y 19.202 18250 17500 18500  19.500 18750 22008 14982 fong  Spread fower spread
15 iTrsxcMain 22-100% 509 10Y 46.083 45.000 44000 45000 46000 45375 48848 21841 long  Spread lowerspread
16 ITraxcMain IDXS09 0TY 148,682 . 146000 143000 145000 147.000 148682 149528 7078 fong  Spread lower spresd
17 iTraocMain DXS08 10V 474.888 170000 . 166000  168.000 170,000 171893  174.33% 7477 long  Spread lower spresd
18 TrancMain IDXS16 05Y 138.539 139400  139.000  137.750 138500  139.250  138.539  139.000 18724 long  Spread lower spread

2 COXNAMY10-15% $10 07Y 11.387 13425 10825 11875 13425 11875 13072 4541 ica  highsr price
3 COXNAHY15-25% 510 05Y 92607 93375 92875 93125 93375 93125  93.326 2083 ' higher price
4 CDXNAHY1525% §11 05Y 83.108 83750 82875 83313 83750 83313  B3685 <1015 tong ice higher price
5  CDXNAHY35-100% $1005Y  105.628 106000 105625 105813 106000 105813 105858 3870 tang ice  higher price
6  CDXNAMYIDXS1107Y 101250 102000 101250 101625 102000 101511 101.868 -4408 long higher price’
7 CDXNAHYIDXS1405Y 101.633 101688 101438 101438 101688 101843 101683 101438 12447 short ice  lowerprica
8  CDXNAHYIDXS1505Y 100.750 100500 100500  100.688  100.875  100.723 100500 9815 short Towsr prica
9 COXNAIG 0-3% S08 05Y 17714 18478 17750 18063  1B375. 18063  1B348 3570 short higher price
10 CDXNAIG 0-3% 09 10V 63.218 62750 62750 63425 63500 63125 62869 2805 fong lower pice
11 COXNAIG IDX S09 07Y 90000 B9.E60  BB.000  BBO0O0. BO500 91000 . 8867t BB.OOD 33847 tong  Sprsad lowerspread
12 CDOXNAIG IDXS09 10Y 413000 192380 110750 140750 112250 113750 112243 110750 80344 long  Spread lower spread
18 MraccMain 0-3% S08 10Y £6.202 : 65.8T5 65750 66250 66625 66250 65983 4891 long  Upiront  lowar price
14 TraocMain 22-100% S09 07Y 12000 12000 18.300 14500 133338 15.848 -14508 fong Spraad lower sproad
15 iTraxxMain 22-100% $09 10Y 33.000 33000 34700 35750 34708 36848 20948 long  Spreadt tower spread
16 iTraxxMain DX 509 07Y 128.000 119750 123250 127250  131.250 130657 = 122657 5680 long  Spread lowerspread
17 firaxxMain IDXS08 10Y 148000 150500 144250 144250 147750 151250 160689  144.250 -17255 tong  Sprwad lower spread

18 [TrmouMain IDX S16 05Y 123435 123.630 121.750 121250 121.750 122.250 123485 121.750 18814 tong Spread lownsr spread

O

10-15% S08 05Y 80.832 BO.750 89500  90.000 90500 88750 89750 1450 shont Price  lowsr price
2 CDXNAHY10-15% S10 67Y 16,875 17.000 15160 16245 17330 40750  97.000 4041 tong Prica  higher price
3 . COXNAHY15-25% S10 08Y 85.076 95375 84650 95120  O5580 . 95202 86375 1833 long Price  higher pric
4 COXNAHMY15-25% 811 05Y 86.208 86250 85660 86330 87000 86333 86250 -815 fong Price  highet price
5  CDXNAHY35-100% S1005Y - 106,488 106000 106145 105280 107792  106.188 -3905 fong Price  higher price
6 CDXNAHYIDXS1107Y 101.495 102000 101063 101563 102063 101495 102000 4308 tong Price  higher price
7 COXNAHYIDXS1405Y 1071427 101584 101875 101250 101500  0LYS0 101427 101375 12457 short Price  lower price
8  COXNAHYIDXS1505Y 100,500 100.563 100313 100500 - 100.688 100503  100.563 8215 short Price  iower price
8 CDXNAIG 0-3% 509 05Y 24.034 24.188 23830 24.060 24.290 24063 24.188 2995 short Upfront  highar price
10 CDXNAIG 0-3% S0810Y 59.871 59875 59625 59853 60080 59864  BOB7S 3370 long  Upfront  lower price
11 COXNAIG IDXS09 7Y 94756 95810 - §2000 89813 91813 93813 03756 92000 -33546 tong  Spread lower spread
12 CDXNAIG IDXS09 10Y 114987 115750 112500 111083 113313 115563  113.987 112500 . 67791 long  Spread lowerspread
13 iTraocMain 0-3% S09 10Y 65918, 66125 65875 66138 65400 65868 66125 L1445 long  Uplont  lower price
14 [TraxcMain 22-100% S08 07Y - ’ 15500 15250 16425  17.000 15750 15500 9875 long  Spread lower spresd
15 iTracMain 22-100% S09 10Y - 34500 34400 36115 35830 34938 34500 -12070 fong  Spread lowerspread
18 [TraccMain IDXS0807Y 135475 131750 130750 132750 134750 185476 131750 4353 fong ~ Spread lowerspread
17 iTraocMain DX S09 10Y 150033 150750 146750 144250 146250 148250 150038  146.750 10340 long  Spread lowerspread

18 iTraxxMain DX S16 05Y 128,870 128.940 128.250 128000 128.250 128.500 128.876 128.250 8230 long Spread lowsr spread

1T COXNAHY 10-15% 508 05Y 70.716 70000 68625 70343 . 71000 70000 70.000 1140 short lower price
2 CDXNAHY10-15% $1007Y 18.811 20750 19700 20538 21375 20842 20750 4031 long  Price  higher price
8 COXNAHY 15-25% §10 05Y 93,156 63,375 92875 93.313 83750  103.782 83375 ~1668 long Price  higher price
4 CDXNAMY 15-25% S11 06Y 86.392 86.250 B5A38 86.063 86.688 86,083 86.250 -530 long Price  higher price
5  CDXNAHY35-100% S1005Y  108.245 106.313 106170 106315 106480 106300 106313 3705 long Prica  higher price
6  CDXNAHYIDXS1107Y 101125 " 101000 100688 101000  101.313 101425 101000 -3633 tong Price  higher price
7 CDXNAHYIDXS1405Y 100.761 100890 100625 100375 100625 100875  100.761 100625 11857 short Price  lowar price
8 CDXNAMYIDXS1505Y 100,080 100125 99938 100125 100318 100031 1004125 8915 short Price  lower price
9 COXNAIG 0-3% 509 05Y 26.579 26813 26450 - 26680 26800 26667 26813 2725 shont Price  lowerprice
10 COXNAIG 0-3% S08 10Y 50901 60.750 60563 60813 61083 60792 60750 3290 Jong Prive  higher price
11 CDXNAIG DX $08 07Y 103,614 104880 102000 101500  103.500 105500 103674 102000 -28885 long  Spread lower spread
12 CDXNAIG DX S09 10Y 120844 121250  118.500 118.000 120750 122500  120.944 118500 «54765 fong Spread fowsr spread
13 iTraxxMain 0-3% S09 10Y 65573 86563 66200 66620  6GOSO  66:625 66563 1415 tong Prica  higher price
14 iTrasMain 22-100% S08 67V - 19750 1BAG0 18485 20830 18500 19750 6675 long  Spread lowerapread
15 iTraxxMain 22-100% S08 10V - 40.000 38400 40.600 41.800 40500 40.000 1775 long Spread lower spread
16 iTraxxMain IDX S09 07Y 150.764 148500 146750 148750 150750 150764 148500 -3837 long  Spread lowsr spread
17 iTraxxMain DX 508 10Y 160.840 162000 158,000 156500 158500 160,500 158250  158.000 -10574 long  Spread lower spread
18 [TraxxMain IDXS16 05Y 143.700 143680 143,000 142500 143000 143500 143703  143.000 1387 long  Spread lowerspread

Data sourced from CIO; validated by CI0 VCG - New York and London
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Appendix C - CIO Transaction Data

The following tables set out the following:

e ‘SIZE (week ending)’ - The average traded volume for the relevant week.
e ‘AVG PRICE (week ending)’ — The average price at which ClO executed its transactions during the
relevant week.

For relevant observations, please refer to appendix B.

(Wi

1 CBX.NAHY 10-15% 808 05Y 20 80 20 - a0 200 - - 45 30 120 - - 40
2 CDXNAHY 10-15% S1007Y 280 : - 130 300 10 - - - - - - - - 55
3 COXNAHY15-25% S10 05Y 10 80 25 30 70 15 20 - 140 10 20 50 30 38
4 CDXNAHY15-25% 811 05Y 0 110 - 20 &8s 25 175 - 20 20 . 130 10 20 . 53
5  CDXNAHY35-100% S10 05Y - - - - - 200 - - - - - - - 15
6  CDXNAHYDXS1167Y 100 - - 1,350 300 - - - - - - t 100 142
7 COXNAHYDXS14 05Y 250 300 725 175 - 150 225 - B85 - - - 25 148
8  CODXNAHYDXS1505Y 350 200 450 150 - 300 . 825 325 550 - 200 - 200 312
9 CDXNAIG0-3% 508 05Y 30 105 - 55 10 120 75 - a0 60 . 280 - 145 75
10 CDXNAIG0-3% 808 10Y 80 - - 110 30 - - - - - 200 235 130 58
11 CRXNAIG DX 808 07Y 588 2,120 - 3,584 826 374 3788 2421 1.965 - 1431 406 10 1,349
12 CDXNAIG DX 509 10Y 5,588 10,228 258 10,031 2228 2,398 1041 4833 11,666 21 3.858 3905 841 4508
13 iTraxxMain 0-3% S08 10Y 30 - 20 20 10 - 10 - - - - - 20 155 20
14 iTraxxMain 22-100% S0807Y - 100 - - - 500 1825 500 975 - - 250 125 337
15 [TraxxMain 22-100% $08 10Y - 1,625 50 - - 2645 250 1,275 215 1.000 1525 1000 125 AT
16 iTraxcMein DX S09 07Y - 88 138 631 - 1,880 1004 580 887 - - 153 363 455
17 iTraxcMain IDX B09 10Y 1673 5412 1.6862 . 3p27 520 3.268 1,024 1,798 2,185 868 3678 1151 484 2067
18 TresccMain DX 816 05Y 8,338 4,828 7.282 8,384 6,521 10,905 10,575 6583 - 10,383 1,043 5900 3,800 - 6,818

H

1 X
2 CDXNARHY 10-15% S1007Y - - - - - L. - - 1131
3 CDXNAHY 15-25% S1005Y 75.00 8231 85.63 8025 20.25 93.00 - 2513 92.50 93.00 8350 2256 92.88
4 CDXNAHY 15-25% 811 05Y 6a.06 T4.28 - 8250 83.50 8525 - 8625 8250 83.67 B3B3 ' 8338 B326
5  COXNAHY35-100% S1005Y - - - - - 106.28 - - - - - - - -
6 CDXNAHYDXS1107Y 87.31 - - 10039 101.00 - - - - - - - 10175 101.54
7  CDXNAHYIDDXS14 05Y #7.63 97,58 88.85 10088 - 101.18 10063 - 10147 - - - 101.88 10163
8  CDXNAHYDXS1505Y B7.04 96.88 86.33 99.82 - 100.86 9384 100.23 100.60 - 10057 - 10084 100.72
8 CDXNAIJG0-3% 508 05Y 38.00 32,67 - 2756 2888 26.30 2830 - 23.84 24.33 2241 - 178 1788
10 CDXNAIG0-3% S08 10Y 70.00 - - €280 81.25 - - - - - 82.31 £0.74 62.53 63.31
11 CDXNAIG IDX 508 07Y 138.80 124.05 - 11016 10644 182.00 106.90 10388 8651 - 9123 B4A2Z 20.00 8957
12  CDXNAIG IDX 508 10Y 145.67 138.25 13375 12544 12082 12242 12360 12045 115.88 11833 11533 106.70 11120 11224
ITraxxMain 0-3% S08 10Y 52,96 - 68.63 6713 66.63 65.50 - - - - - €313 6528 66.75
TTeaoxMain 22-100% S08 07Y - 36.75 - - - 17.50 2018 1763 1785 - - 1500 12.75 -
FraxxMain 22-100% S09 10Y - 59.88 58.00 - - 3648 4050 3783 ars8 3526 3443 T3148 3363 -
iTracecMain DX 809 07Y - 18950 178.83 163.44 : - 136.18 14531 438.60 13713 - - 11300 12500 130.86
TTraocMain IDX S0P 10Y 184.37 185.71 181.42 16827 158.78 150.28 157.94 15407 149568 152.57 147.18 136.30 14488 15086
17504 164.98 14732 131.11 13827 13224 . 12862 138.75 126.59 151106 - 12344

Data sourced from CiO; validated by CIO middie office
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RNt

A: Market Risk Limits Overview

Muiti-feve! timit framework - _ o MM Uimit structure .
; ’ LOB level (eg 18, = Lirnits aligned with management risk
CIO, RFS) appefite

A u Limits are reviewed on an ongoing basis
® VaR and stress e

loss; stop loss or » N Istioal limits are businese-specif;
P&L drawdown

LOB level

Business level Limit excession resolution -
: process

& Daily monitoring of position vs. limit

® Daily excess and loss reporting to head
of relevant business level, depending on
|ACeSS

® Business in excession must
® Reduce risk within limit, or
¥ Agree to follow-up action plan, or
u One-oft approvals may be granted to
date large client {
or market conditions

Business level {eg
Equity Markets)

® VaR; stress loss;
non-statistical
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A: Market Risk Limits Control Structure

JPMC Levei - JPMC CEO and CRO

Firmwide limits granted by JPMC CEO and JPMC CRO

Limit Approval
LOB CEOs

LOB Level Smali sot of macro Level 4 Limits granted by JPMC CEO and JPMC CRO
Level 2 Limits granted by LOB Heads, LOB CRO and LOB Market Risk Head

Limit Approval
Y

3‘12;';?5 Sub-LOB Head Sub-LOB Head Sub-LOB Head Sub-LOB Head

Small set of macro Level 1 Limits granted by LOB Heads, L OB CRO and LOB Market Risk Head

Level 2 Limits granted by sub-LOB Heads and Market Risk Exec

Desk Level Desk Head Desk Head Desk Head Desk Head Desk Head Desk Head

Level 2 Limits granted by Sub-LOB Heads and Market Risk Exec

One-off approvals
Level 1 Limits Approval at one level up

Level 2 Limits Approval between Business and Market Risk Executive

Agreement between Business and Market Risk Executive

12
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Reporting
remain
responsible for
reporting

excessions. of

both limits and
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and facilitating
approvals
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APPENDIX

A: Market Risk Governance of Level 1 and 2 Limits and Thresholds

{.evel 1 limits

Level 2 limits

Threshelds

0T 5D ple

Levels

Initial Limit Approvat

Excession actions

Excession notification

Number in place

= Firm, LOB, Sub-LOB

m Limit requestor and corresponding
Market Risk Executives, plus one
tevel up in organization approve;
approval documented

w Business Unit must take immediate_
steps toward reducing its exposure to
be within the fimit, unless a One-off
Approval is granted by all Grantors

" and Grantees of limits

® LOB, Sub-LOB, Desk

w Limit requestor and corresponding

Market Risk Executives approve;
approval documented

® Business Unit must take immediate
steps toward reducing its exposure to
be within the limit. uniess a One-off
Approval is granted by all Grantors
and Grantees of imits

w LOB, Sub-LOB, Desk

u Limil requestor and corresponding
Market Risk Executives agree; no
documented approval required

Not required to take action to bring
utilization within Threshoid, no
documented one-off approvais
required

® Approximately 100

w Reported in Friday Risk pack and
Limit/Threshold excession report, and
to alt approvers via emaii

» Repoﬁed n Frn:;ay Risk pack and
Limit/Thresho!d excession report, and
to all approvers via email

® Approximately 270

- Reported"in Limiﬂfﬁ};;t;o;c; )
excession report

® Over 4,200
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Isput.on the risk management and the trade attractiveness at Javler's
: _-,requesf . ,
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o 1 capital cansumptlon.. That most of thls is -
o ,.'-due to RESCAPza,M KODA]( defaults A T

. ToPatHaganand Javier1OR1Z . -

pelo gt

»{;Hene is wﬁat#s' -; ppenmg here, haPPY tp ha?e guantitatfve data 0(1 !t i

Rescap eyent, we. ﬁad a new drawdownm “he . 73 whaf 1 dld srnt‘e then w:th

16 bought risk irf IGJJ and itraxx
p G501 almost: ﬂat fo: sfzght/y fat;
: eit'hat the crude CSOZ { that assamesz!l

' .‘ATo Javier 17h49 the problems worsen

- we reporta fciss today due o compressmn of hy and xover spreads Versis: IG S

: spreads ( europe mastiy bu USteo).

T EAA_W@*are conye,'*gmg towardsa bafangedP ) ﬁ’? buf We 7 }7‘ obble unt] - -

CONF!DENflAL TREATMEN'f REQUESTED BY
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'lgure" are out formonth-end and thereis an 7
oy e-,:;leccmpressmn trade HY Xover versus
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ot end downiard.

o .The qarry.. tarts-'ﬁaymg an 'eﬁffctbuz:; sltop smail ( theﬂbas:c dafly carry s 1—2m ...... o ....... s
L while the'ccmpr:e JO[? mave.h:t s 50m foday jUSt in ztram) . s

. Nowithe wilde tightening = ..~ -

inst-our positions continvie .

e keep:' 5 Ikna ""'edgmij‘ asses w.'thou ghtmg.,Today thzs is the us hy equlty

REISR : :es Clally ﬂnanc‘la{ spreads

: 'The curves tende I o ’ﬁa,tten but ,the’ senes 91‘01[5 manges made Sure. tbe
; forwards did not ;righten wh.'ie the. whofe markef w; : :

| 1572/2012: same issus,. different face 17h56

o ‘;1612[2.012.: I try to reduce RWA and Var s much as: i1 €an in a bleedlng .
~book . o . :

‘ ,ta-»;'awe,rShS_s‘ L

- 1m praKIng progress i e sehse that L can Use oW PaLs Work to fighre ogt <+

CONFIDENTIAL TREATMENT REQUESTED BY ;
1P MORGAN CHASE & CO. . - JPM-CIO-PSI 0021891



@ notblg sesardeross

B Lets rewew an monday:w1t/7 P&t tao then to see what ge’fs reported an %he o
e :-actuals : A ,

ject RE# core:credit ook PriL z:amment forth

o - 2 y .21'2012 ’I plan tq update the ISMG meetmg abOut the core book as )
R ,L.-dnft keeps slnkmg o . :

,' Tt 0 Andrew ?errymwn 11h27

'fRE- SAA We&ek!v;,s 'A:cs. :rhursdayzsrdfebruary Zoiz” R

E _yes I have some update i dnats. presentat:an ‘to e zsmg

' -but I need fo gathe me'updatefs

:Kahmtg:s, Evan foT
et Tharsday 23rd Febmary 2012
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21 f 2/ 20127 new presentatmn - I stress upon the potentlal that Tsee:
- comiing and, some features of the book to dimension all fhese avents.like 7
_the'bookis ﬁuge but the market move is not huge whrle the h:t is very
largg o . . . e

'__..A-~tn Ja\ner and Andy 1h50 T e e S T

L

T q tned to. make 3 new ,o.omts from last pres fOr Ina :

1 ‘the P&L dnft in febmary is fOCLISSEﬁ an fer‘wards and sbow up in tf;e_f -_
nvesuﬂent" bfock of the book : , - . A

o 221 2] 20 12 - Iatest verswn o I hlghlight the potential paﬂ) fﬁllgwed"into
; guarter em_:l ' . e A .

To Jav:er, Andv Bemﬁn Andrew Perryman 12!115

.core Cltedlt !atesf version

»_:main positions ofihe book in sxmplg mdu:e form
“ jo 3amer, 15h24 ’

. i test shdes for ::ore f.‘l‘éd'lt

T 1 addad slldas 4 and' ‘thef help
,~:strateglc pos;txomfag ¥ .
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"}2012 mpnth em;l more bleed_lng.. I cempleted the posntwn by

d cfm approx 67 Bin’ ig_ : Oyr whered thought he pb was.,,stlll thlnk so
c K th needs to axplam what happenswﬂ:‘the Iarger PNL Ioss.ul‘shss.. to .
K »davzer tao - Sl o e .
- ;bu]]et pomts bb oorecred;fbook
analysi: n “"'ny spec:fc name) PR
e nitly;.-we. hive: ~ decomﬁressmn trade on to. pre empf ther an eqwty sel!-
C off or @ furthér: r.ally G §pacg . # T
3- the FORECAST: .
N 14h14 To Andrew Perrvmanm We have to prowlde some update on the :
. :Slide (text draft) -
: Very s/m/lar el "‘hat I just: toid Bruno to share w:l—h you Lets-get Andy
Perryrman/Bruno.to putona s];de @nd fets then review ...

" Frome Stephan, Keith

CONFIDENTIAL TREATMENT REQUESTED BY A '
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sent:. 28 F ebma’"y 2oizdzwo. oo O :
o an_tmajo,}a T e e TR

' .29/-21»2612. -Mﬁnth.ehd'sﬁ'éﬁah’iéiﬁsm' - 3

A5 ﬁlafed to LA
',V_itffbe .

S ¢ reckon the csOI wd! ]Ump to 28m ( i bougﬁ pmtectmn for- apprax 500!( in. hy
-and. .xover) from 25m this: mommg I went b@dk ms:de the 25m' Hirrit th/s morn

j s Ongmal Message e
Fromz Iksil, Bruno M. . S
Sent: Wednesday, February 29, 2012 10: 27 PM
To Martm-Artaj JawerX .

to Keith and Tavier 13h02

- ,AJ reduced 1:75MUisd on itraxx thls miorming.

it K Tmsfzs fzalf of what» i

eed to get back ngto fhe 25m 11m1t,, o

CONFIDENTIAL TREATMENT REQUESTED BY
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: el bought- 'rgrectfon an maih. (2,?./3117) and xayer (750m ) I boughtﬁame ig 17
‘ (300m)-.and ushy ( 65'0131) e R :

I bwght m the spread tfghremng Now* thatlt’has stopped tlghtgmng I do not
. Chase unless you-advise e fo do so I WIII finish fonightj hope wn.‘h Tg and f:y
mosﬁy if the rai/y resumes S e

'thzerw{sq I vgr!!a? o ' '

B'@b?{ftplﬁsﬁié}‘ﬂsﬁcbh o

- Brung,

U edards

i & called Juiien ( because I was on Hohday) so that he prepares thls
‘ meetlng 1851 .

CONFIDENTIAL TREATMENT REQU'ESTED BY :
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et e lfOTtthS 3 d i s ) -
de@w’ts gte.) And i

> ndy nd ul/en shouid end youa

o Ey
o ;"draft vers:on in orde tg gar yaur feedback Z’ whaus ggad noggggg; mlss_mg 3
B 3__ E . . ) » . ) .

- ar3ra0iz 17n55d;mport:anttbatxauendthe meeting A’._C'hi'l“é_’sswwé‘sjfih":

j i : _\newof the bedk and its’ |ssues fo ‘mentlonZthat €6 ‘farvtha'
fcfecompressmn as'warked but not a lot. yet...the roll will trlgggl‘ tha B
- decompressmn and addltlonal losses on thé book...I stait losing sleep.. .

to Ja\uer and Andv 2h37

Tastiweek, plaase have'a second iook
i1 Ané’y for fhe ISMG meetmg of the

scribe VEry well thé book. The slide 4 In particalal
25 4 clue of tbe scale fthe moves. Th s

‘ bemg range bound The connectlon withl last’ year ‘gain is reaily a comc;dence I

. the AMR move was really exr:eptzana! and the spread moves this year have also
bsen exc

. 515[3{.2012 ‘the: roﬂ approachés angd we start gettlng more lcfsses.f - By

- ..:.’[9 Jawer 18h45
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- B dl.vef‘genge per. :bLOCkg‘ LH1

T The 1g91 .leyrs Lags another bp foday The by markét sfrugg Lfs ’tﬂ kf—’EP

1 f e .not gnrfwmg
' vthe posﬂ‘wns espechLy 'm 1g9 The so[.utwns ar'e very mited z some
- 7 aidin .59 trades could help; some fiy trades too ;bu% the pr"mmpni lag 1s
. _.wher*e we do ngt qui‘ fo add. R

_abxhty nf the'a’éabers‘to fmst thein runs.‘_‘
. Best 'fegdr’ds .
R Br‘uno

T 1513/2&112 .,I frv 1 ‘Q help desngnlng a “slee '—ﬁmode

s ) ﬂouht ‘we tan expéct any 1mprcwement Jn the shoitter

the book 4§ 1 I

Dots: over good éme I thmk.

Thls would Iﬁamtam“the upsuie on defalﬂt, m1p16ve the’can'y and baswaﬂy offset the
Toss we-Have- TOW.: ‘ :

CONFIDENTIAL TREATMENT REQUESTED BY
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L lt shows to me 2 puzilm _Qbstmaﬁon on. dealer s1de A0 keep it like: that Becausetbm N
- canmot be the result ofa HF holdmg the market on its owh. alonf: '

SomE tranchc 1més espem ] y;thé 0-3 10y1 m‘ﬂlat rﬁgard

Asasummaryﬂ
Negatives: ~ .- - .© .7 °
oo added dependencyon ST
: xdGanradedproﬁle ﬁihebook rernamsataﬂnsk book mcredlt s
C denvatNes o
‘ o -shght ovsr'load m:Operahons due o the sm;,le name‘}:onkmg

| -Posmvcs Do S e
s lﬂck 2 PNL m*form of carry forward that offsets fhe cun:eni mlreahzed
Joss .~ L L ; . U

A S all;)vés us to payi,he tradmg ;,osts'to se:c the. Eoékfor ran- off mode e

:The Teal chmce to make 15 whether Ihe book sho uld bc 1o mn off mode, 18 We ;hghﬂy -

- T63 ;’.lavier 151137

R 3 explam the book structure as it js

s i .we kave 3 bfocks it X%, IG and HY

fe;largesz‘ one' i fhe mosl‘ d jf cuZt one;

CONFIDENTIAL TREATMENT REQUESTED BY - . , '
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: Mam wfhe Zedsz‘ & liffic cul! ane o : S
. v should do the same-kind aftrades as: t}ze problem 45 ihe same -

: US HY is. the erk;as; one.
i

-ok Over fhe rest qf ifs: Z ﬂz oo
jit W& ?zaye t0 defi g the

Feofn March Z1still Al 16th 2012-04-16 o '4

T

' ) f scﬂd 2~=3 blﬂlon more ’in IG and Maln Lo ﬁmsh the book ba ance the P&L -
. --explanation showed a shoftage-of carty duesto mafiity: extenslon ‘Nowi ‘the book
- Jlooks balgnced i:‘m the efidof the year, ]osmg “on1y ~175in at'worse R

CONFIDENTIAL TREATMENT REQUESTED BY - - :
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ifie availability of liquidity to keepthe book withiiipside
\ts-ogcur, The book is put to-slesp. I

. N(jwalithefsguégsa Cee T T T e e o e o e
© 7 on PRL-whencredit-aver
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IRs:l B"runem

F;om. . . Iksil, Bimo M .
Serdtr . LS ) 12Mamh 2092 02:37. -
o C el MardinaArEid, JavierX; Pen‘yman. N:drewx
LT S Grout JuliéniG
‘Bubject! .. helio, Tollowing out last: phonecaﬂ las’tweek,

. Pleaisé have a second fook o this presentation1
. . . R L . : . o prepared Afith A0dy for the ISMG mesting of the
T . s T e T L Z3rdFeb 2612
T B T T Attathmentst - 420223 Core Gredit Botk PHL Rev‘eanmo
-l - o - {pdate-pptzip

" Véhink thie 5 first slides describevery well the book. The slide in‘particular
display the notiorals and gives a clue of the stale.of the iribves. This shows

" guickly How the book:can actually lose 200M and possibly another 200M
while‘being range’ bo[md.'rhe connectionwith | ast year gainisreallya
coincidence : tie, ANIR move was really 2xcsptional ahd te spread movés.
Hisyear have alsobeéh exceptxona'lm InviEry dxfferent moves.

I ‘aﬂd”rticm Twould Jike to add anofhef slhide’ id déédr‘bé hc'w t’h'e‘iGQ tradle
TeaTes possibily-capital spo‘ti‘baﬂowfara ‘guicker and srivooties capital
P reduction: fhefocus woald be o radidn Where-thers is avisk that, should
s s irsdienile for chaptal, ey only bein 203 orlater.
T it odse We should right now Bidy protection on 169 | Fyrahd Toyr, and
el protection om7:10 Vyr and Toyr tranches. THis mightincrease thie RWA
Hirst hand, ot sure about Var aiid stressvar. As Hme passes by, the defta |
would increase and redlice smofthly the het long exposure.

“This would be fie bastirade we could doas:of today : this will not impatt the
tarryat-first { instead we would sell the imphied long temr spread volatiity) ..
but will reduce the positive convexdty of the book, Yet this will thake the
profileof core deser totactical. Now teictical 15 appiox 10 1020 imessmaliér
thrafrcore dnd Has a "hatural” PAL nbise of 230 dally. So, we shouidexpecta |
S s Higher daty PRL ndise In tore of 2p10:26-40M whnle totday it iswuch smaBeT 5
. © outsf market mtves described ifithe past. . .

-ONFIDENTIAL TREATMENT REQUESTED BY
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«

. Inordeftp highlight different arder 6t magmtucfe&ﬂhmk Lshduldaddtwo. ™ =~ 7 7 v v o e s
other dlifes: - . ’

 dshow rea‘ﬁyfhemarka’cpncesde:ﬁxﬂtséfﬁexrwaytn aﬁpearanc&(whatls : i i )
prices in Vsiwhiat ot 't}_Tthwﬁl Belpundesstand tie-shide 3.that defails: e

S  how TGS has méved.vesusca regressidh mode!leé sprisad commgfrom .
1G15, HY17, and Rididi Sy CDS : ths would help explam hioW afd whiithe 16
- MOVEs so: pecuhar :

Let meé know Your thoughts -

Best régards

" Bl IKSIE
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in’b’rﬂeftciiigﬁﬁgh’tdi’fferent6rder-Bf-mégﬁﬁhdés;'é"r}iiriki?éﬁb&ld addtwg™ "7 T 7 T T oo Tmemmo o s e
otfierslides; ) ' o o ) '
.1-howreaiiyﬁxemarke?mcesdefauitscfthe;rwaytcappearance{w}'rcftas CoTmTomTnomrnomrm e

prices tiy vs what fs not yet), This wil help understand the stide 3 iha’cdeta}!s

the defaukaxpesure breakdown

2:how 169’ hasmovedvgrsus ER regresf\onmodeﬁed sp’read coming from, - - -

1615, AY1Y, and Radian Syr CDS +4his would ’aelpexp?am howand whyﬂwe - .

mo\/eissoﬁecuﬁar ) ) _ : e e ¥

ieisﬁe-kﬁeﬁiwﬁurr{houghfs :
Bestyegatds. -

Brio IKSIL

R
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Iksil, Bruno™M . -

P " e . e

e e From . Tksil; Bruno M

~  Sent: © . {SMach20i21845
T L ' ’ © o | Martin-Artajo, Javier X
) “Subjecdtt - Updateongore

- - divergence fricreasks between chudé mid prices and our
B " Uestimate, Julien will send @ small spreasheet récording the
o breadown of the rl:wergence per blocks.

. . © . The ng :m}'rs 1fags ann’t’her' op today. The hy narkat stmggk's
[P - - C L ... %o keep the rdlly pace with the spsee. Resc.ap carve is now

. :  Flaét <t E5pts upfront. The equn:y Tranthes are fully .
A;mparteﬁ poW: Yet ‘the hy infires keep ﬁeﬁmng Wélla ]

Sim:e month :end desp:ie ‘FestEp event and gpeecs, XovET i o
Ftraxx and Hy in ofx hive maintained Théir patid veérsug Ig -
oo " iy, That s Abps &ighter For igl7, 5 Bps For main 5165 21
. bps For xbyer apd 2875 Bps For by { iF one @dds the loss in
TESCHEp Aat §s prices as ceftdin now Te F5cts in price). In
 ‘that regard, we keep the 1g9 10 &s peﬂ‘emmg I5¥%e the -
" - market beta adjusted.

The whole igh corve: showld Have outperformet at'tu'ally 1~’F we
Aook at the performance of radien and mbia or sFi. This ds
reFlected in the igd Syr that has ‘tightened 18bps, but not
in ig9 18yr that hWas tighteded less than 1 bps by the fudtes.
we teceive. What is really puzzling $ere is that the skew
quotes have ot changed! The cds oirtperformance and index
unaerperfomance shoula have ’clg?:tened tﬁe skeﬂ .

e Yook 5t bt we corid ds e redice He ﬁr?fe’r-‘eﬁce siile
.ot growing fhe positions espec:w’ily in igo. The solutions

S ] . are very limited 1 some mwain $9 trades could help, some hy - -
LT “Epades too but ﬂre principdl Teg is where we sao fiot- Want to
. R C add. | .

SONFIDENTIAL TREATMENT REQUESTED BY
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! l{hat L ﬁo r‘ight fiow: is buy:mg 9-3 7‘yr and’ 18y In. order to .

: ,s“'smonth the extinction of the book. Tris will beamay be the . .. .. .~
solutfon ¢+ let the bovk: rin ‘off.. 56 I prepare ¥t for this
outcofie. So far 1 did ot Show up: iA: thé dndéx market. Just
Festing. waters. I may not Find size bit the: trad:mg cost ds.
high, not only the bid ask'but the almost infinite sbility.
of the dealers to fwist their furis. )

B"esf reg-ard;'

Brono: -

CONFIDENTIAL TREATMENT REQUESTED BY . . ] .
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" What T do vight wow 13 biying @-3 7yr #nd Ieyr id drdérto ‘ - '
smooth the extinction of -the bovk. This #ill be may e the = -~ 7 = o0 vm o r e e e
$olufion : let the book run off. So I prepure it for this
. putcore. So Far-1 did not show up in ‘the indéx Warket. Jdst’
 testing wdters ¥ way not Find size but the tradifig cost is
‘high, not only the bid ssk but the almost iaFinite ability
of the dealers to twist their runs.

. Best fegards’ o

Biuio

B . "’i

2 7
CONFIDENTIAL TREATMENT REQUESTED BY : C ' o e
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lisil, Bruno M

‘Negatives

From: . Tksil, BrunoM -

Sedtr ¢ - . 46 Warch 2012 06:42 A
Tor < . MaftinArgio, Javier X
[ L0 ’ : -Grbut, Julien G; Hagan, Pamcks ¢

Subjest: . ‘ frade daas o odre

J fhipright this fight that e shotld condider putting some skewitrades on .
othin igd HOyr and fifaxx-maingg 10yT Y

¢ weitobld lbEk soitsover: good size 1iink,
" Thiswould mdintain thedipside o defaalt, lmprove‘thetarry and’ basscany
oﬁsetthe joss We have Row,

e «As ¥ memormeﬁ yesterﬁay, ﬁesg;tethe rai!y*m Radian, MBiAami SH, desmte .

the lagin ‘the {69 10yrindex, the skew has barely changed.

1 showéto raea puziling obstiridtion on desler side to-keep Wlike that:
Because thistannot be the yesoit of 5 HF hoidmg the maﬁket:cn tsown -
alotie. . .

’ - ThE tr:aﬁe s ot péﬁett ‘oF coiirse but xf #he Book guesin run»off miodé 2 a8 Ta*r
_astranchesareconcained, that Is aniiteresting option. Thiis Japhey is
- obtained Frotna downgrade imthe liguidityof the portfolio. ¥et, it fooksa

‘michbetter option than tonaqasmgz)runwmd‘ ing the trades with the street
orany dealeror coanterparty in Slock trades.

The tHadles voild E‘e.br:soke'd'on 1 starlalone biasis from one cashquote, so-
hig wodld be easyto mark | withan increased issue hers1agree).
Trie liguidity ijéciionwe wobld operate mightalso be Tavorable Tor us to

yedice some franchelines; 2specialy the -3 10yr jn that regand.

As & summary ©

- gdded dependem:y on a%afers qﬁotes ‘ -
- Howhigraded profe i the book remaing a'tall nskimok in md!’t

‘Héfivatives

~s?ight ovetloatd nperaﬁans doeio-the single mame” bvckmg

JPM-CIO-PSI 0021908



. ,Aposmves ;
: W Eocﬁ &’ PNmem'm of tarrsfformrd “thiat cﬁsétsthe t:ur:enf
- ,unrealtzsc! loss. o L e
’ ~doesibE alter theftatf ﬁrﬁﬁie T termsof de ttﬁup sige - .
,.ﬁke{y he!p&usredueesomer *“'ammg ;axge pOSIﬁDﬂS‘ﬁE\LEW& Lo e v et s s L s e e e st e
: haveb‘a&ed sizes onsskew - . LT , . .
- once booked; very:simplyto matk Fhiek mamtam ' ’
-a!lows s-to.pay the trading costs to set the book for runoff mode

TheTeal chol'r;e to'miake js-whethér the book shoald be on run-6fmods, ie
wefightly manageftwith.a long | risk bias v we wauld allow for PELswings and
wewoldd j just prépare for default fisk fodking forward. o be sate, thisisthe
case aleeady but.the book is not t rim offmode. If the bosksteps inyufoff,
the skewtrade “would make sense hecausewe would hot pln fo-uriing:

’ ,agresstveiyﬁs wedid lastjear: - . . - -

etmekion -

Yrang
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) ~ige may haveto:nc:re*ase RWAm"the process firstHand o e
pusmves e e e . .
= -we lotk 2 Pmm fort of cany*orward that offsets tﬁe glrrent ' ’
unrealized loss )
~daes not-alter the mi’i pmﬁle in Yerms of defaults pside
~ likely helps us rédiice sofrie reindining farge. positions onte we )
havie trated sizes oh skew ’
- once booked, very sm\plym markand mairitain,
=~ gHows ustof pay thie t2ding costs toSet the bobk forru?x’bffmode ;

“The rea1 thoscé SoaTiake is whetha e ook should be ety run»sff mode, ie
e Bightly riafiage it witha Tongiskbias rwewould Hlicy
“we-would jost prepare for default Tisklooking forward, To Pesure, hisis the .
“case akeady but the bookis 1ot in.run off mode. If the bogksteps irf runoff,
“thiSkew Trade WEld fiske.Sente Hecatsd W would rof plén toumwind .
. 'agress?vely aswe did lastyest.

Let tie know

mo
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ksl Bruno W

CFroe . o =" fkel, Brovio M.

. Sentr . ¢ 165Wargh 2072 15:57 :
Tor Mafﬁn«Ariajo Javier X; Grout JuhenG

sub]ect* : R straiegy‘forcare

‘we'have 3 blodks : itraxx, 1Gand HY

1Gis'the Tarizest one- ahd thé mestdifﬁcuﬁ ohe
frade ideds..... . . .
- swapindex 16920y forsigle names vith full upfront skew’trades
by protectioniin 043, sell protection in 720 in'both 7yr and 10yr
.+ biy butright protéction in VSvr‘vﬁes‘eii proteéction in prthe ron 16

e S s ‘Wain: 1stha%eastﬁrfﬁcu§tune : -
T R T N—we*shmﬁd’doﬁ\esamekmﬁm‘xradesaﬂhepmblem zsﬂmesarne

s HY isthe’ tnc’kxestone _' )
" fade j0es.a ’
- Huy fhe HY 10hy1115-25, and 25~351ranthes Toroll downam'l Shelter frmn
“the firstdefatits .
~ - Igavé the eouity franthes 45 ﬁaey Aredindst dele«ted
* add some flatteriers in Y14 HY15 HY16 and HY17 as time-passes by

1G trades will improve the sy, redisce figtidity a bit But allow-fora smodth
voll down. The target s'to be Hiyer of protection omall eqgity tranches? thus
. the delat increasing over Time, the long position will switchito neitral fast
C w” ¥hott.us trading mote. Néw the bést profile s to keep the Tong nsk bias'to

e Rmxxisthé%ame%eme%‘s:(i»nthas‘iemuchsmaﬂer .

Hy . ﬁte‘iimhfem ‘stheqpside o defdult. Some fraes ate stxi abwt
o __f;arnéaiema’tac 1 T*0 3 realogy). 1 HHink 2hie fwimberof defaufts sdinfitet jn
these senes‘( F¥1land HYJO) ‘wherewe Favethe dtfwnszﬂe ofi defauits The
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J,,»-’ﬁ‘at’te’r’iér‘jsWi’ﬁ’dﬁé’é&fd be fuiided digrtime. Herice theforgiskin fGad =~ 7 7" 7 T T T e e e
. Maiblocks. S - . o

‘. Authxswould nat;:@aggét-;ﬁag;eﬁa‘l'mhéprbﬁi_é.oﬁi{sﬁa& Qvertheresmf e e
fts-Jifle; we:would sirdiply Stick to-thiesé tradesand.do rothifg oore, We have, -
to-define the bptimal exposure in long risk termisto snisure'we higve a degent. - -~ — - - oo -

Bruiio .

PN - R
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_ Hlattenerswill need toie funded overtime. Hence'the forig risk in I6and
Migin blodks, .. R
:‘Aﬂ%th‘xssa"iciz_mamfﬁiaigée miterfally the profile oFthie book. Over the restof A . ' o ) . e “
o d&fire the optiE exposure in Iong risk fers to-ensurbwe'have a decent | : : :
candy.

* Bruno
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Iksil, Bruno M

: ‘From : : {ksil, Briao M -

Sént: . 16 Mamh2m2 §7:34
Tor Kiartin-Artzjo, Javier X

Subject - . ‘updaie o Gore PHL

The dwergence hias ihcreased +6°300 now’; the rescap news s pushmg the
. iranches antl HYindices :agamst 0s:

o J worked on the 169 A Thaiiy SB abi today There fs some size, Notiarge.
But#j trade 2 bps*t‘ghte: I'reckon’ therew;}l Ye size.

Tactmd Starts Yelng mpacted desp”te*xhe trading gams Smaif though. But
< ‘the hits show dnywhers but the spots I tried to cofrect.

il been fike this smce the Startofthe yearand the dnft keeps gomg 1
reckmz we get t6400 di ﬁerenteVeTy Sooi. :

‘Bruno
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'ncs;lsrmom
dgMarcipoi2 145 . 7

Tor . " Warnhriajo-davier X )

Cer 0 . T Gt iliens -

'Sub;ect: L LoreBook analysxsand pmposed strateay
‘ o A . Book piisition

= Thie book kas positive carry, PR tpside-on defautts and positive
convexity i spreads gagwider. if is celatively neutra) directionally overall at
-€arrent matket spread Jevels>
~ <o obtain-this profile, the book receivesthe foxward cred ltspreads.»
. ‘Whehatketsare Eught in <qliceze ke thisone, e PEL volatlity can
N . ‘become very fatge thisis whamshappemng since-the beginning of this
SR T . YyearinTDX IGY and Main ITRAXK 39 series. The hitamountsto 5-10 Bpstag
ST < inthose forivards versus the 50-60Bps wally.
~Thée'book incurzed wdss of 100m wsd IN ushy frory KODAK default
-4t1d RESCAP dimost certain defailt+this weakness have been cortected now
and offers decent upsude in‘any new detault inHY indices

U, s e Mrket behavmur - ' P
. S ’ e ) ~TheLUX 163 3l TTRAXK MainsSe' areﬂ:e Sefies where mdex
. tranchas st trade. THigds where the street owris sommé prdtection espectaﬁfi .
Jihie longer tenbrs or: apital z'eiie‘f ‘re‘asdn'arm @ncettainty sbotitthe
hmmgof defauilts. . R
- some targe Hedge ‘ﬁmds have EommE ‘“ske‘wmdes" ’vﬁ\efé-‘iﬁé? buy
‘ . o L pro'tectaon ‘onthee sefies 31077 indices versas theingle niames
o - B s R ~ n¥hetalfy; thosesavies {wheré thé bivsk i lonE Fisk-aAd thestréet
R L o e 2 s 8 K5 sHort: tisk{ have igged codsistently < by tradingand tryinig to correct e
" ‘lag, we could retrieve 2055 buttherwe metstrong resistance-efther with
< sireorBid-askwid arfing.
) - thisyear the tranthe market depth has vanished Wemn fradé but
" Seriall size each fime withan: appetxte from deaiers to'oad protechiononithe
Iengest renots.
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. risThile with fikely -~
© . advertized: by dea (ers ng that etthe: e have defaufts or we« ralv someof ourtrades cseatmg*a toncers‘among dedlers fhigatferts s bothin:

. ways, the tiirve flattedsand we havezsteeperier of . . ©thebid-ask costand the Wark_To_market becatse the streetowns
. .~asasummary, the book e very visible player and Holds ‘trade: “ o o ‘thelonglerm protection to covertheir legacy; fe’ "nodefauft* trades: sty - 0 -
thatthestreet wants to have now :iéa pmtesttm agrinst Uripretictable | held in form of steepeners and longiFisk in-shdrt termrequity tranthes.
defaufis. At the sarfie fime, . they still owwn their "no-defaale” trades o - . -theré is-@ trap that is bullding:: fwe Emijt the M3tR-To_Wiarket we'
fast year. So the street systematically steepens;the serfesd curves ‘amm . “risk jpcreasing the nofionaks furtherand weakenwur gosition-versus-the rest.

rovaintah the40ngest témors-wider than aaythtng alse, | : ) of the figrket. Ohe solutién woiild be to letthe bogk be' really 'lohg’
) ' S . Tisk yertiswould notbe ira aquxd marke‘t»and mav increase'the: P&L nofise:
Proposéd srr:i'tegy : ’Eet‘tﬁe‘P&a_ﬂuctuatewmfe nnt d&fendmg, o : especially in corrections, '

justmaintamingthie ugside on defatlts-over tlme'
~CDX JG and, [TRAXX VEXIN T overt 8
’ -buytiackihe pro,tecbon. vB% Gy
: 3mamam, shlaiiic] -
L b sAmEG-3 7yx tenors( At prdin-2 bin i 1GS

- =sell protection overtimeon \md”emngs {omaintdin the
carry (5—10 Blfthtain and. Hedd
- CDX USHY" ouef the, nextl&months .
L= putﬁatteners -Bnein HYIIL»E\yls—hyJG hyd7’ seﬂeswh‘xie we
3wn the protecticﬂ on the Syrnow

4 - letthe longs In HYl&hyllser»es!Ne asthey have: lost o+ Bruno
already 18 naries e»ut of 100 and lgbk-safeer than hy 1410 hy7 serfes. . ’ .

. - the-sofution’ proposed it tcx be Ecngemsk and letthe, boak

ahs - oL . expire-carfying the upside:on nefau& [ think-we.own here @ very good,

reversethéprofiel - . 7 posttion fora szethatialo: < sighificant. Thiswoudld fvoive oite

.. mechahical Hading, e buy«protemcn ‘6h 10yF equitytrancties, pu‘tﬁatzeners
e H“{ 437 and SEEL protectian.on spread widi demng

: %be éN;.’brgaag&wmam‘r&a;askmwsﬁzwm {bomésﬂdggéﬁe‘f&_lffﬁgrﬁéﬁn it.

iy P&chss:bfe r&nge the fos s fikety 16 rarge, betwiean 100w 16 30065 L ‘
o ~main reasog j§:the-CBX 169 fag { 2-3bpsor 100-150ra) .
"« sicond fnektis COX HY £ tHE hitis "’othey’IGU‘m sgread thhm’the
- tramicheand. mdex bid-ask: T'{piczt Hére, youcanmot reaﬂy trade But themnid
doesmtch X .

. =il tchs R hetmve Wsd steepened
i, Backp’ wb:fetheatﬁ Y CUrVEs, steeperred 1hp i
teis80-F00m. i

'A ~the éstifmated. blcf—asfcon ihe bock gross{y affounts to 500m aﬁ-m(
zoomfor 1G; 100+ for Itrapoctiain; 200 for COX HY].

‘ra%tThehtt

£

. Cou. cissior: Y T ’ ) T s
- - the boakehag veryvsefu‘ features and: shontd bes mammmed with P
rtsupsxda ol defaults ds much’as possitile. ’ ’
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Lo

-inB§ HY, in addition Io the 2 defautts; we taca @ flattening trend
“hdvittized by deslers saying :that wither we have defavits rwe rally ; eftheér
“ways, ‘the corve Hatfers and . we have'astéepeneron. )
: -~ 8§4 surmiary, the Book: ssta weryiisible playerand holdsatiade -
jthat the Street warits to have povw?ies pmtecticm Fgainst urpredictable
defarits. Ay cante Himey.. - theystilownthéir no default™ tradesfrom -

last yesr. So the ﬁtée’ts?sfemancaﬂy stegpens the 38Fes 9 cufves #hd
) Ema-‘mtain the lofgest terorsavider thananythinglse..

P pnsed stmtegy - 3etihé PRA Hlucta

“just ivdintdining the upside én ﬂefauits overtime .
“COXIG ahd TTRIXK WIAIR $ over'the rext 18 months .
- by back'the pmtec't’mi nD-3 Wy toreversé the prof de{
SB!n ifs main, 6b1ri in 163
: - buy some D3 in 7yr tendrs { 1binmaii-2 Bin in JG)

’ ~sellprotection-over tine On widenings te maktain the

carry (5440 B Mein and &) .

- CDX VS HY : overthe next 18 months

i} the pmtect ntheSyrriow
titlie longs in Y353 ’nyll ‘efieslive asthey havedost

: ,-feaﬁy s na‘mes it ‘ef*lﬁo drd Yook et ﬁsan hy 1415°Hy17 sefies

'P&’-l. ﬁﬁs;ibh-mnge wihe fossis ﬁkéw’m xahg‘e‘ betsén A00m o BODm
- ~main reFson s the COX1G94ag { 2-3bp$or 100-150w)

- ~8econd next is COX 1Y * the Hit s another 100 spread withinthe ~

“granche nd index bid-ask. Typical hiere, you catmotreally trade but e i
“does notthange.
~third is Main itraxx ;the curve in SB steepehed by prs ‘pushing the
Forward back up while the other torves steepened 1 bp in the rally The it
ﬁere is 30-100m.

~the estimated bid-ask 6n e bock gmssiy amouni;s £a 500m allin {

ZOOm foit 16,100 For Ttraxx yvin, 200m Tor COX HY.

Cendusxon ) - T ’
: —‘xhebockhaweryusefu ;faaturesand shit Hbemaf'nfam‘ed thh
- Wsiipsideon defsnlts as miichds prssble.
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Sitile ot de’feudmg, .

put flatteners ofiin AY14-hy15-fiy16-hyi7 sefESwiEWe |

" the'bid-gek rostatid the

-thie matket s very srall now snd we are tovisivle with likely
soine of our wrades. aredfing a concern smong- -dedlers this affects us'botht in
Wi To_arket betiuse thi streetiowns

. “thie long teim protectich to tover their legacy, Je “nt default” trades mostly
) he}d i formof steepene?smd’ Tong risk in-shiorf term squity trariches.

wthere s wp that i bu‘ﬂding,. it we Tenirthe MarkTo ] Mai’ketw;é

“fisk increasing te nofigials furtherafid wisakeh our positicn ¥ersus the rest

nf‘the market Dnesukmon o wou!d be to I-etthe bodk he Jrea’liy long

- espeaa“y T corrections.

- ~{he sckution propc-sed Friourits 1 be !ongef ns;ksaﬁ letthe bovk

ﬁxp;re aamymg ratte upside di defdldt 1 thirkawe viim Heére-avery gz:od
~ positioh for'asize thatls alse

. Sigiificant Thiswould involve some
mechamcai trading, e bﬁypm“tecnon on 10yrequity tranchés, put flatteners
W HY 14-17 andSELL prutectxon ohspread Wdidéning.

The PNL’ breakdwm ‘anti $3d-ask anahrs:s il Eirie sooi afte}r Jur‘en oL,

- ‘Brung -
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From: Goldman, Irvin J
Sent: Fri, 04 May 2012 18:14:15 GMT

To: Weiland, Peter <peter.weiland@jpmchase.com>; Tocchio, Samantha X
) <samantha x.tocchio@jpmorgan.com>; Lee, Ehzabeth M <elizabeth.m. lee@jpmorgan.com>

Subject: FW: Information needed
Importance: High

-----Original Message-----

From: Nase, Angjela X

Sent: Thursday, May 03, 2012 11:54 AM

To: Goldman, Irvin J

Cc: Surtani, Lavine; Lynch, Matthew A; Chen, Ted C; Doyle, Robin A.
Subject: RE Information needed

Importance: High

Hi Trv,

Per your request to Matt, please find the CIO excessnons attached. Please let us know if you need anythmg
else.

Regards,
Angjela

----- Original Message-----

From: Lynch, Matthew A

Sent: Wednesday, May 02, 2012 9:56 PM
To: MRM External Reportmg

Cc: Surtani, Lavine

Subject: Fw: Information needed

Fyi please see this high priority request from Irv. I committed to getting something to him by mid day
tomorrow. Given that we have sent several such emails over the last few months with excession summaries
we should be able to pull this together.

----- Original Message -----

From Goldman, Irvin J

Sent: Wednesday, May 02, 2012 06:44 PM
To: Lynch, Matthew A

Cc: Doyle, Robin A.

Subject: Information needed

Matt,

I need a summary for a specific workstream john hogan requested of all CIO excessions, breach’s reported -
- by mrm from 9/30/2011 to today. This is high priority. Please let me know estimated delwery of request.
Thanks

Irv
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Limit levet

Limit iD- Limit Description. coB VaR Limit Utllization Excession. %
32404 JGIO - Global Eguities - Int'l - Aggr - Total Net Equity Vega 1013/2011 Level 2 Limit 4,500,080 9:583 544 4,883,544 109
32403 [C1O - Global Equities - Int'| - Aggr - Total Gross Equity Vega 10/3/2011 | Other Threshold| 6,000,000 4,944,809 82
40098 |CIO - Int | - Glaba) Equities - Aggr - Top Tier Vega TOFR01] | Level 2 Limit | 3,000,000 3437158 | 157
40088 JCIO - Int |- Global Equities ~ Aggr - Top Tier Vega: 40472011 | Level 2 Limit 2,000,000 | 3,785,328 190
32403 €10 - Global Equities - Int'l - Aggr - Total Gross Equity Vega 104472011 | Other Threshold| 6,000,000 5,410,248 107
40087 _ 1CIO - Int | - Global Equifies - Aggr - Top Tier Dslta 107412011 | Level 2 Limt | 250,000,000 325288291 13
32404 |CI0 - Blobal Equities - Intl - Aggr - Total Net Equity Vega 6742011 | Level 2 Limkt | 4,500,000 5p48,186 | 126
32404 |CI0 - Global Equities - Int! - Aggr- Total Net EGuity Vega 10/512011 | Level 2 Linit 4,500,000 2,284,324 51
40008 ICIO - Int | - Globsl Equities - Aggr - Top TierVega 10/6£2011 | Level 2 Limit 2,000,000 4,131,575 207
32403 _ |CIO - Global Equities - Int'! - Aggr - Total Gross Equity Vega 10/5/2011 | Other Threshold | 6,000,000 2.402985 | 40
32404 {CIO - Global Equities « Int'l - Aggr - Total Net Equity Vega § 1082019 | Level 2 Limit 4,600,000 2,284,015 5
40008 |CIO - Int1- Global Equities - Aggr - Top Tier Vega IGB2011 | Level 2 Limit 2,600,000 4131575 | 207
32403 [CIO - Global:Equitids - Int't - Aggr - Total Gmss._Equéty Vega 1062011 | Ofher Threshokd| 6,000,000 2,400,262 40
32404 {10 - Global Equities - Int! - Aggr - Total Net Equity Vega 101102011 | Level 2 Limit -4,500,000. 5,416,512 120
40087  [CIC - Int1- Glibal Equities - Aggr - Top Tiet Defta 10/0/2011 ] Level 2 Limt | 250,000,000 115,855 712] 48
40008  {CIO - Int | - Global Equities - ﬁggr - Tap Tier Vega 1071072011 | Level 2 Limit 2,000,000 4,369,080 218
32403 [CIO - Global Equities - intl - Aggr - Total Gross Equity Vega 10/10/2011 | Other Threshold 6,000,000 8/535,062 143
40093 CIO - Int | - Blobal Equities - Agi Top TierVega. 10/142011 | Leval 2 Limit ZGBD,QOO 4, 359 090 218
32403 |CIO - Global Equities - Infl - Aggr - Total Gross Equity Vega 101142011 [ Other Threshold] 6,000,000 57800 | 165
A097  JCIO - Int |- Glabal Equities < Aggr-- Top Tier Delta 10711/2011 § Level 2Limit | 250,000,000 | 116,005,214} 48
32404 JEWY - Global Equities - int] - Aggr - Totat Net Equity Vega 110142011 Level 2 Limtt -4,500,000 5,298,358 149
32408 |CIO- GlobatEquities - Infl - Agar - Total Gross Equity Vetia 1071212011 [ Other Threshold | 6,000,000 15,245@&9 0245349 | 154
0087 |10 -nt [~ Global Equities - Aggr.- Top Tier Delta 1071272071 | Level 2 Lim& | 250,000,000 | 84,645.9581 | 66,845,981 | 27
32404 [CIQ - Global Equities - 16t] - Aggr - Total Net Equity Vega 1071220111 Level 2 Lim#t 4,500,000 10,208:084 5,708,081 127
40098 {CIO - Int | - Giobal Bquities - Aggj‘ Top Tier Vega. 101272011 Level 2 Limit 2,000,000 4,542,608 227
32403  JCIOQ - Global Eguities ~ int] - ﬁgﬁr -Total Gross Equity Vega 101362011 | Other Thieshold 8,000,000 $,916,235 165
30404  {CIO - Global Equities < Int| - Aggr ~ Total Net Equity Vega F 10132011 ] Level 2 Limit 4,500,000 | 5,889,307 131
40088  ]€IO - Int 1 - Global Equities -.Aggr - Top Tier Vega 101372011 | Level 2 Limit 2,000,000 4849018 | 242
40007 |CIO - int |- Global Equifies - Aggr - Top Tief Delta 1071312011 | Level 2 Lirkt | 250,000,000 $6,317.852 | 98
40087 [€10 - Int] - Global Equities - Aggr - Top Tier Delta 101142091 | Level 2Limk | 250,000,000 34&31 ?' 852 08317852 30
40008 {CIO - Int |- Global Equittes - Aggr - Top Tier Vega 10/14/2011 1 Lavel 2 Limit 2,000,000 8,840,919 4.849:619 242
32403 [CIO - Global Equilies - Inti - Agar - Total Gross Equity Vega | 1011472011 | Other Thresfioil| 6,000,000 70004 | 1028004 | 17
32404 {CIO - Global Efquities - [nt] - Agar - Total Net Equity Yega 101412011 | Level 2 Limit 4,500,000 387,190, 1,887,190 42
32404 |CIO - Global Equities -int! - Agyr - Total Net Equity Vega A0M712011 ] Level 2 Limit 4,500,000 AR5 | 5,804,315 | 131
40008 |CI0 - Int 1 - Glabal Equiles - Agar - Top 1ier Vega 0772011 | Level 2 Lirit % 560,000 3B80 778 | 4980778 | 248
32403 {CIO - Global Equities < int] - Aggr - Total Gross Equity Vega 1071712011 [ Qther Threshold |  £,000,000 15912420 | 9812420 165
40098 {EIU - Int | - Global Equities ~ Aggr - Top Tier Vega' 1074872011 Level 2 Limit 2,000,000 7,412,455 5412 455 271
32403 __|CIO - Giobal Equities - Infl - Aggr- |otal Gross Equity Veaa 0/18/2011 | Other Threshokl| 6,000,000 68 3681 5. | 10636813 | 177
33404 JCIO - Global Equiies - Intl - Aggr - Total Net Equity Vega OFG011 | Level 2 Limk | 4,500,000 6,211,680 | 138
32404 [CIQ - Giopal Equities - Int] - Adgr - Totdl Net Equity Vega 10719120111 Level 2 Limgt 4,500,000 6,229,493 1 138
40087 |CIO.- Int] - Global Bquities - Aggr - Tep Tier-Delta 10/18/2011 ] Level 2 Limit 250,000,000 § 2647 ¥ 476,143 [
32403  JGIQ - Globdl Eguities - Int'l - Aggr - Tolal Gross Equity Vega 10/19/2011 | Other Threshold 8,000,000 16,623,938, | 10,623,938 177
40088 010 - Int 1~ Giobal Equities - Aggr - Top Tief Vega 10711672071 | Level 2 Limit 2,000,000 FA4B354 | 5,410,334 | 21
30404 |CIO - Global Equities - Int] - Aggr - Total Net Equity Vega 1072072011 | Level 3 Limit | 4,500,000 | 10,797,a82. | 6207362 | 140
40008  |CIO - Int |- Global Equities - Aggr - Top Tier Vega 1002002011 | Level 2 Limit 2,000,000 217 5517794 | 276
40087 JEIO - 1nt| - Global Equities~Aggr - Top Tier Delfa 1072012011 | Level 2 Limit | 250,000,800 250 811,801 | 811,801 0
32403 GO - Giobal Equities - intl - Adgr - Total Gross Equity Vega 1072012011 | Othér Threshokd | 6,000,000 1 11,047,449 | 184
40088 1CIQ - Int |- Global Equities - A@Y - Top Tier Vega 107242011 | Level 2 Limit 2000000 | 7 5‘12 352 5,512,352 278
32404 [GIO - Globhal Eguities - int - Aggr - Total Net Equity Vega 10r1/2011 | Level ZLimit 4,500,000 ', 2. | 6398802 | 142
32403 |CI0 - Global Equities-Int'| - Aggr - Total Gross Equity Vega “10721#2011 [Other Threshold| 6,000,000 17,208, 8¢ :' 11,205,881 | 187
40097 JCIO - Int | - Glabal Equities - Aggt - Top' Lier Delta 02720711 | Level 2 Limit | 250,000,000 | 404.516,708 | 154,516 .784] B2
40088  |CIO - Int |- Global Equities - Aggr - Top Tier Vega 1 1072412011 | Level 2 Limit 2,000,000 7, 2090?3 §,209,023 | 260
32404 {10 - Globaj Equities - Int'l- Aggr - Total Net Equity Vege 1024720111 Level 2 Limit 4,500,000 10 260; 609 5,750,609 128
32403 |CIO"- Global Equities - ntl - Aggr - Total Gross Equity Vegs 1072412011 | Other Threshold | 8,000,000 B2 | 11.188102 | 186
40097  [CIO -int |- Global Equities - Aggr - Top Tier Deltd 1072472071 | Level 2 Limit 250,000,000 333 970, 9?8 83,970,976 34
40098 [CIQ - Int] - Clobal Equities - Alg_gr - Top Tier Vega 1025020111 Level 2 Limit 2,000,000 C7H71.078 5071078 | 254
40087 {CR.- int | - Global Equities - Aggr - Top Ter Delta. 10725/2011§ Level 2 Limit | 230,000,000 } 2863, 38{3 999, 1 13,380,999 5
32404 [GIO - Glohal Equities - Intl - A'_Q_gr - Total Net Equity Vega 102512011 { Level 2 Limit 4,500,000 : J 5,585,418 124
32403 [CIO - Global Equities < Int) - Aggr ~ Total Gross Equity Vega, | 10/25/2011 | Other Threshold| 6,000,000 110938228 | 182
40097 |€10 - Int1- Global Equities - Aggr - Top Tiér Deita 10726/2011 | Level 2 Limit | 250,000,000 36,861,046 | 15
32403~ [CIO - Global Equities - Int'l - Agr - Total Gross EquRy Vega 10/2642011 | Other Threshald] 6,000,000 11,982,555 | 200
32404 |CIO - Global Equiies - Intl - Aggr - Total Net Equity Vega 1072672017 | Level 2 Linit 4,500,080. 10 956 Y 6:456,087 | 143
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40088 JCIQ - Int 1 - Globa) Equities - Aggr - Top Tier Vega 10/26/2011 | Level 2 Lt | 2,000,000 | 7848450 | 5848450 | 202
32403  {CIO.- Global BEquities Int] - Alg_g‘l"aTotai Gross Equity Vega “10727/2011 | Other Threshoid | 6,000,000 'W,EBO;‘FS-?} 11,680,153 1 194
40098 [CI0 - int |- Global Equities- Aggr - Top Tier Vega' 1012772011 | Level2 Limk | 2,000000 7BE4G20 | 5864000 | 293
32404 JCIO - Global Equities « Int] - Aggr ~ Total Net Equity Vega 11012772011 ] Level 2 Limit 4,500,000 10,715,067 6,215,087 138
32402 [CIO - Global Equities - Inf] - Aggf - Total Gross Equity Vega 1072872011 | Other Threstivld | 6,800,000 17,344,237 | 11,344231 1 189
40088 |CIO - Int | - Global Equifies - Aggr - Top Tier Vega 1072802011 1 Level 2 Limit 2,000,000 2,328 54¢ 5328548 | 268
32404 |CIO - Global Equlties - Int1 - Aggr - Total Net Equity Vega 10/28720%1 | Level 2 Limit 4,500,000 5 864 208 5364208 | 118
32404 1CIO - Global Equities - Int' - Aggr - Total Net Equity Vega 10/3172011 ] Level 2 Limit 4,500,000 “B70%,23% 4,201,237 93
40088 |CIO - Int |- Global Equities - Aggr - Top Tier Vega 10/31/2011 ] Level 2 Limit 2,000,000 6,165,446 | 4,155446 | 208
32403  JCIO - Global Equities - Int'l - Aggr - Total Gross Equity Vega 10/31/2011 | Gther Threshold 6,000,000 16,034,376 | 10,034,376 | 167
38588 _[CIO - Global- Aggregate - Combined OIO & MSR VAR 1171472011 { Levelq Limt | 145,000,000 | 145,931,456 | 031,456 1
38588 |CIQ - Global - Aggregate - Combined GIO & MSR VAR 111520111 Level1 Linit | 145,000,000 | 148346192 | 3316132 2
38508 |CIO - Intl - Aggregate « Equily VAR 1173072011 | Level 2Limk | 12,000,000 | 13208431 ] 1208411 | 10
38602 €10 -intl - 10Q - Equity VAR 11730/2011 | Level 2 Limit 12,000,000 13,208,411 1,208,414 10
38589 |CIO- Intl- Apgrégate - Equity VAR 1212011 | Level 2 Litit 12,000,000 12,877 700" 877,700 7
38602 JCIQ - IntT-10Q - Equity VAR 12112011 Level 2 Limit 12,000,000 12,877,700 B77,700 7
38602 [CIQ - IntT- 10Q - Equity VAR 120212011 | Level 2 Limk 12,000,000 15428773 | 1428773 12
38598  |CI0.- Inf'l - Aggregate. - Equity VAR 121272011 Level 2 Limit 12,000,000 13,429,773, 1420773 12
38509 |GIO - Intl - Aggregate - Equity VAR 12/5/2011 | Level2 Limt | 12,000,000 13,251,617 | 1,21517 | 10
38602 |CIC- Intl-10Q1 - Equity VAR 11252011 | Level 2 Limit 12,000,000 | 13254847 | 1251517 10
38588 |CIO - Global --Agdregate - Combined IO & MSR VAR 12/7/3011 | Level 1 Limtt | 165,000,000 | 170,085104 | 5095104 | 3
385&8 E?IO - Global - Aggregate :’Cnm'bined clo BLMER VAFS 120812011 Levél 1 Linitt @_Q_D0,0QO | 174,5'1}_5_,_920 . 9{543820 6
38020 IO - Global Credit -Cradit Sptead BPV - MTM - Tofal 11612012 Level 2 Linit 5,000,000 5,767,818 767,816 15
38020 JCIO - Global Credt - Credit Spread BPV - MTM - Total 1972012 Level 2 Limit 5,000,000 6,540,464 1,540,464 31
38020 |€10 - Global Cradit - Credit Spread BPV - MTM - Tatal 11012012 | Level 2 Limit 5,000,000 7373878 2173876 43
38020 {CIO - Global Credit - Credit Spread BPY - MTM - Tofal 11172012 | Level 2 Limit 5,000,000 8,705,051 1,705,051 34
38603  {CIQ - Int]-10Q - Credit VAR 41212012 Level 2 Limit 95,000,000 96,814,688 1,814,688 2
38020 |CIO - Global Credit --Credit Spread BPY - MTM - Total 111272012 | Level2 Limi 5,600,000 7073 2073181 1 41
38581  |CIO.- Intemnational - 10Q - Total VAR 11162012 | Level 1 Limit 95,000,000 7 892,064 1
38020 |CIO - Global Gredt - Credit Spread BPV - MTM - Tatal i[B/R012 | Level 2 Limit | 5,000,000 - 789 1,789,050 | 36
38580 |CID - Global - 10Q VAR 1/16/2012 | Level 1 Limit 95,000,000 | 95681928 681,828 1
38603 {EI0 -inti- 10Q - Credit VAR 62012 Lavel 2 Limit 95,000,000 96,494,152 1,494,152 2
38589 |CIO - Global - 10Q VAR 1M7/2042 | Level 1 Lirit 65,000,000 5,608,848 880:848 1.
38020 (CIO - Gipbal Credit - Credit Spread BPV - MTM - Tolal 1712012 Level 2 Limit 5,000,000 8623171 3,623,171 72
38020 JCIQ - Globatl Credit - Gredit Spread BPV - MTWM - Total 1812012 | Level 2 Limit 5,000,000 -10,50%,8§15: 5501915 | 110
36591 C10.- international.- 10Q - Total VAR 1182012 | Level 1 Limit $5,000,000 100,778,448 | 5,778,448 8
386028 JGIQ - Infl- 10Q - Credit VAR 1BI2012 | Level 2 Uimit | 65,000,000 98,016,888 | 3,016,888 3
38580 |CIO - Global ~ 10Q VAR T 3AAB2012 | Level 1 Limk | 95,000,000 102,385400 | 7,385.400 & .
38685 |CIO - Inll - International - Aggregate - Total VaR. 118/2012 | Leveld Limit | 100,000.000 | 104362784 | 4252784 4
8BGO0 [CIO - Intl - Aggregate - Credit VAR 1182012 | Level 2 Liit | 100,000,000 | 100,427 112 { 427492 0
38019 |CIO - Global Credit - Credit Spread BPV - Total a2 1 Level 2Umit 12,000,000 | 12,476,463 476,463 4
A8B00  {CIO - Int'l - Aggregate - Cridit VAR 11912012 | ‘Levet 2 Limit 100,000,000 § 100,137,712 137,712 [}
38582 [CIQ - Glpbal - 10Q:VAR 1/16£2012 | Level? Limit 85,000,000 | 99,936,344 4,936,844 5
38603  |CIQ - int]- 10Q) - Credit VAR AMN2012 Lével 2 Limit 95,000,000 99,976,192 4,976,192 | 5
38585 {CIO.- Intl - international - Aggragataﬁ-; Total VaR 11192012 Level 1 Limit 100,000,000 | 100,226 928 228,928 g
38591 ClO - Intetnatignal - 10Q - Total VAR 11972012 | Level 1 Limit $5,000,000 $0,576,968 4 876,068 5
38019 |CIO - Global Credkt - Cradit:Spread BPV - Total 411972012 1 Level 2 Limit 12,000,000 12,242,682 242 887 2
38020 [CIO - GlobalCredit - Credit Spread BPV - MTM - Total 111922012 | Level 2 Limit 5,000,000 H5.038065 | 4038085 81
385885  {CIO - 'Intl - International - Aggregate - Total VaR 1/20£2012 Lovel 1 Limt 100,000,000 | 100,349 216 348,216 0
38600 {CIOQ -intl - Aggregate - Credit VAR 12012012 | Leve! 2 Limit 100,000,000 | 100,881,064 691,064 4
38020 {CIQ -.Global Credt - Credit Spreat BPV - MTM - Tétat 11202012 | ‘Level 2 Lirnit 5,000,000 8,244,498 4,244,498 85
38603 |C1O.- Int] - 10G - Credit VAR 1720/2012 | Level 2 Limit 95,000,000 100,207,568 | 5207568 S
38581 CIO - Intefnational - 10G - Total VAR 112012012 Levej 1 Limit 95,000,000 98,806,376 4,800,376 5
38591 |CIO - International - 10 - Total VAR /2372012 | Level 1 Limit | ©5,000,000 | 101,827,308 | 6,827,328 7
38600 |CIO - Int! - Adgregate - Credit VAR 123/2012 | Level 2 Limit | 100,000,000 | 102,249,600 | 2,249,600 2
38020 {CIO - Globai Credit - Credit Spread BPV - MTM - Total 112312012 Lave] 2 Limit 5,000,000 5,183,631 4183 631 84
38585  (CID - Intl - [nternational - Aggrégate - Total VaR 41252012 | Level 1 Limit | 100,000,000 | 102,966,032 | 2068032 3
38803  [GIQ - Int1- 10Q - Credt VAR 112312012 | Level 2 Limit 95,000,000 101,721,928 | 6,721,928 ki
38580 [CIO - Global » 10Q&VAR 1724/2012 | Level 1 Limit 105,000,000 | 106670206 | 1610298 { 2
38020 |GIO - Global Credit - Credit Spread BPV - MTM - Total 2412012 | Lével 2 Limit 5,000,000 49,865,676 4,865,676 g7
38600 |CIO.- Int} - Aggregate - Credit VAR 11252012 | Level 2Limit | 110,000,000 | 110314224 | 314,204 5]
38680 |CIO - Global - Aggregate - Global VAR 172512012 | Level 1Limit | 110,000,000 | 115,473,248 | 5,473 248 5
38018 |CID - Global Ctedit - Credit-Spread BPV - Total 42512012 | Level 2 Limit 12,000,000 42,765,888, 795,898 7
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38585 |CIO - Intl - Internatipnal - Aggregate - Total VaR 1/25/2012 | Level 1 Limit | 110,000,000 | 113508840 | 3,508,840 3
38020 JCIQ - Global Credtt - Credit Spread BPV - MTM - Tofal w2s2012 | level 2Uimit | 5000000 1 <10974865 | 5874885 | 119
36588 [CI0.-Global-10Q VAR 125/2012 1 Levelt Limit | 105,000,000 | 111,799,224 | 6,799,224 [
38581 [CIO - Inteinational - 10Q - Total VAR 172512012 | Level1limit | 110,000,000 | 190,505,640 | 605640 0
38019 JCIO - Global Credtt - Credit Spread BPV - Total “1/26/2012 | Level 2 Limit | 12,000,000 | “13579,48Q | 1,579,489 | 13 |
38580 |CIO - Glopal - -Aggregate - Global VAR 12612012 | Level{ Ut | 110,600000 | 123,861,184 | 13861184 | 13
38589  |CIO - Global - 10Q VAR 12612012 | Level 1 Limit | 105,000,000 | 119645568 | 14645568 | 14
88020 JCIO - Global Credi - Credit: Spread BPV - MTM - Total 2602612 | Level 2 Limit 5,000,000. “11;845,280 | 6,845,290 137
38585 [GAO - Intl - Intsrtiatianal - Agdregate - Tofal VAR 12602012 | Level 1Limit | 110,000,000 | 121,316,476 | 11,316416 | 10
| 8581 |CIO - Intermational - 10Q- Total VAR 1/26/2012 | Level 1.Limit | 110,000,000 | 117,573,656 | 7,573,656 7
38603 [CIO - Intl- 10Q - Credit VAR 1262012 | Level2Limt | 110,000,000 | 112,791,400 | 2,791,400 3
38600 |C1D - Int] - Aggregate - Credit VAR 172612012 | Level 2Limt | 110,000,000 | 115833400 | 5833400 5
38020  [C€IQ -Global Credit - Credit Spiead BPV - MTM - Tafal V2012 | Level2Limt | 5000000 | 13580735 | 8560735 | 171
38019 |CIO - Global Gredit - Credit Spread BPV - Total “W2Ti2012 | Level 2Limit | 12,000,000 | -15875,701 | 3,675,701 31
38020  [CiU - Global Credit - Credit Spread BPV - MTM - Total 173012012 | Levsl 2 Limit 5,000,000 | 1516968+ | 10,160,601 | 203
38019 [CIO - Global Credit - Credit Spread BPV - Total 120/2012 | Level2limit | 12,000,000 | 47347708 | 5347,706 | 45
38620 |CIO - Global Credtt - Credit Spread BPV - MTM - Total 34/2012 | Level 2Limit | 5000000 | 34761878 | 0701078 | 194
38019 [CIO - Global Credt - Credit Spreat BPV - Total 143172012 | Level2Limt | 12000000 | -16927,99% | 4927097 | 4f
BA020  1CI0.- Global Credi - Credit Spread BPY » MT M« Total 272072 | Level 2 Limit 8,000,000 ; 7043275 | 158
36019 |CIO - Global Credit - Credit Spread BPV - Total 2172012 | Level 2Limit | 12,000,000 3168947 | 26
38019 JCIO - Global Credit - Cradit Spread BPV - 1otal 2012012 | Level 2Limit | 42,000,000 | 2855706 { 24
38020 [CIO - Global Cretiit - Credit Spread 8PV - MTM - Total 212 | Level ZLimit 5,000,000 7,586,601 | 152
SE0ZD  |CID - Global Credit - Credit Spread BPV - MTN - Total 232012 | Tevel2limt | 5,000,000 9,084,638 | 181
38018 |CIQ - Global Credit - Credit Spread BPV - Total 232012 | Level2Limit | 12,000,000 | -16,381,486 | 4,331,436 | 36
88019 [CI0 - Global Credit - Credit Spreat BPV - Total 2612012 | Level 2Limit | 12D00,000 | ASB77, 140 | 3,877,140 | 32
38020 [CIO - Global Credit - Credit Spread BPV - MTM - Total 2/6/2012 | Level2Limit | 5000000 | -13,624400 | 8,624,400 | 172
38020 |GIO - Glohal Credit - Credit Spredd BPV - MTM - Total 272012 | Level 2 Limd 5,000,000 15,378,848 | 10,379,848 | 208
38019 |CIO. - Global-Credit - Credit Spread BPV» Total 2712012 | Level 2Limit 12,000,000 | 17630484 | 5,630,484 47
38018 [CIO - Global Credit - Credit Spread BPV - Total 20802012 | Level ZLimit | 12,000,000 | 1B877,782 | B677,782 | 56
38020 ICIO - Global Credit - Credit-Spread BPV - MTM - Total 20812012 | Level 2Limit 5000000 § 16435554 |11,435554 | 228
38019 |CIO - Gipbal Credit - Credit Spread BPV - Total 292012 | Level 2Uimit | 12,000,000 | -21,391,038 1 8,391,039 | 78
38020 [CIO - Global Credit - Credit Spread BPV - MTM - Total 2/912012 | Level 2 Lirit 5000000 | 18 14,156,010 | 283
38620  |CIO - Globai Credit - Credit Spread BPV - MTM - Total 210/2012 | Level 2Limit | SA00,000 | <21881,478 | 16,881,379 | 338
38018 |OIO - Global Credit - Credit Spread BPY - Total . 211012012 | Llevel 2Limit | 12000000 | 24093525 [12093525 [ 101
38018 |LI0-- Global Lredit - Credit Spread BPV - Total 2/13/2012 | LevetZLimi | 12,000,000 | 95,112,784 | 19,112,764 | 109
38020 JGIO - Global Credh - Credit Spread BPV - MTM - Total 21302012 | Lével 2 Limt 22872607 | 17,872,607 | 357
38020 [CIO - Giobal Cedit - CreditSpread BPV - MTM - Total 21143012 [ Level 2 Limit 5.0 23,535,870 | 18,535,870 | 371
38018 |GIO - Global Gredit - Credit Spread BPV-- Total 2143012 | Level 2 Limtt 2,000 -25,661:364 | 13,661,364 | 114
38020 CI0 - Global Credit - Credit Spréad BPV - MTM - Total 2152012 | LevelZ Litnt | 5,000,000 25,212,764 | 20,212,764 | 404
38019 JCIO - Gipbal Credil - Credit Spread BOV - Total 2152012 | Level 2Limt | 12,000,000 | 27353407 {15353401 ] 128
38020 - |CIO - Global Credit - Credlt Spredd BPV - MTM - Tofal 21612012 | Level 2 Lifnt ] A 254, 19,254,906 | 385
38019 [CIO - Global Credit - Credit Spread BPV - Total 211602012 | tevel 2Limit 14,368,765 | 120
38019 JCIO - Glohal Credit - Credit Spread BPV - Total 22012012 | Level 2 Limit 8 111,533,748 | 96
38020  |CIO - Global Credt - Credd Spread BPV « MTM: Total 212012013 | Level 2 Limit 2,748 | 18442748 | 960
38020 |CIO -Global Gredit --Credit Spread BPV - MTM - Tafal 2212012 | Laevel 2 Uinit FA06 | 16,227,166 | 385
38018 [CIO - Global Credtt - Credit-Spread BPV - Total 2242012 | Level 2 Limit .08, 14,365,004 | 120
38019 |CIU - Global Credt - Credit Spread BPV - Total 1 22202012 | Level 2 Limit i 16,731,504 | 138
38070 |10 - Giobal Credt - Credit Spread BPV - MTM - Total 2222012 | tevel 2 (imit : 21,596,568 | 432
38010 |CIO - Global Credit - Credit Spread BPV - Total 202312012 | Level 2 Limtt i 17,625,050 | 147
38020 |GIQ - Global Credt - Credit Spread BPY - MTM - Total 2232012 | Level 2 Uit 5,00 055 | 22,483,055 | 450
88020 |CIO - Global Credit - Credit Spread BPV« MTM:« Total 2222012 | Level 2 Limk 000, (676 | 23,241,576 | 465
38019 JCIO - Global Credit - Credit Spread BPV - Total 22412012 | Level 2Limt | 72000000 | 30305392 1 18395382 | 153
38018 |CIO - Giobal Credit- Credit.Spread BPV - Total | 272772012 | Level 2Limit | 12,000,000 | 53,327,844 | 41,127,844 | 343
38020 |CIQ - Global Credit - Credit Spread BPV.- MTM - Total 212772012 | Level ZLimit | 5000006 | <ea721.282 123721282 474
38018 |CIO - GlobalCredt - Gredit Spread BRV - Total 22812012 | Level 2Limi 000,01 20,245,745 | 169
38020 |CIQ - Global Gredit - Credit Spread BPV - MTM - Total 2282012 | Level 2 Limit 246829013 1 494
38020  |CIO - Global Credit - Gredit Spread BPV - MTM - Total 21382012 | Level 2 Limit 25518288 | 510
38019 |CIO - Glpbal Credit - Credit Spread BPV - Total 212012012 | Leve! 2Limit 20,735265 | 173
38020 [CIO - Glohal Credit - Credit Spread BPV - MTM - Total 3112012 | Level 2 Uimit 24,915,862 | 498
38019 |CIO - Global Cradit.- Credit Spread BPV« Total 37412012 | Leval 2 Limit 17,839,052 | 149
38019 [CIO - Global Credit - Credit Spread. BPV - Total 37202012 | Level I Limit 19,901835 | 166
38020 {CIO - Global Credit - Credit-Spread BPV - MTM - Total 312/2012 | Level 2 Limit 5,000,000 | -29;696,480 | 24,698,480 | 494
38019 JCIO - Globel Credit - Credit- Spread BPV - Total 352012 | Level2Umit | 12,000,000 | -31752,128 [ 19,752,125 | 165
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38020 |CIO - Gipbal Credit - Credit Spread BPV - MTM - Total “¥5/2012 | Level 2 Limit 5,000,000 Z8,557.803 | 24,557,863 | 491
38020 |CIQ - Biobal Oredit - Credit Spread BPY - MTM - Total 62012 | Level 2 Limit 5,000,000 | 30830377 126030377 ] 801
88018 |CIO.- Giobal Credt.- Credit Spread BPYV « Total '3/6/2012 | LevelZLimit | 12,000,000 | 32205522 | 20,205,522 ] 168
38018 [CIO - Glohal Gredit -~ Credit Spread BPV - Total ree12 | Level2timt | 12,000,000 | -31945800 | 19945850 | 168
38020 {CIO - Global Credit - Credit Spread BPV = MTM = Total 3712012 | Level ZLimit 5,000,000 28 7MAA T24771 174 ] 495
38020 [CIO - Giobal Credit - Credit Spread BPV - MTM - Total 82012 1 Level 2Limt 5,000,000 25562048 | 511
‘38018 JCIO - Global Credit - Credit Spread BPV - Total y8i2012 | Level 2Limt | 12,000,000 20673953 1 172
38019 |CI0 - Global Credit - Credit Spread BPV - Tolal 3972012 | Level 2Umit | 12,000,000 24,051,750 { 175
38020 |CIO - Global Credit - Credit Spisad BPV - MTM - Tofal MO2012 | Level 20imit 5,000,000 26,820,234 | 518
38019 [CIO - Global Credit - Credit Spread BPV - Tdtal 3/12/2012 | Level 2Limt | 12,000,000 | 20,662,300 | 172
38020 GIO - Global Credit - Credit Spread BPV - MTM - Total 31212012 | Level 2 Limit 5,000,000 25,483,077 | 510
38020 [CID - Global Credtt - Credit Spread BPV« MTM- Total BI132012 | tevel 2 Limk 5,000,000 0,580,7 28,580,727 | 812
38018 [CIO - Global Credit --Credit Spread BPV. - Total BI3/5012 | Level JLimit | 12,000,000 | -92,737.850 | 20.7 0] 173
38018 [CIO - Global Credit - Credit:Spread BPV - Total 3/14/2012 | Levei2Limt | 120000000 | -savi3380 [20,733530| 173
38020 {CI0 - GlobalCredit - Credit Spread BPV - MTM - Total 342012 | Level 2Limit 5,000,000 -30,578.413 125578413 | 512
38020 JCIO - Global Credit - Credit Spread BPV - MTM - Total 345/2012 | Level 2 Limit 5,000,000 <31,158;083 ] 26,156,083 ] 523
38016 {CKO - Global Credit - Credit Spread BPV - 1otal B15/2012 | Level ZUimit { 12,000,000 21,302020 1 178
38020  JCIO - Glopal Creift - Credit Spread BPV - MTM - Total 3116/2012 | Level 2Linit 5,600,000 26,498,664 | 530
38015 IO - Global Credit - Credit Spraad BPV- Total 3162012 | Level 2Limit | 12,000,000 21,548,866 | 180
38020  {CIO - Globat Cradit -~ Cresdit Spread BPV - MTM - Total 3192012 | Lével 2Limit 5,000,000 29,410,927 | 588
38018 |CIO - Global Credit - Cradit-Spread BPV - Total 1731182012 | Level2Limit | 12,000,000 4,566,043 | 205
38019 [CIO - Global Cretit - Credit Spread BPV-- Total 32012 | Level ZLimit | 12,000,000 27,922,466 | 233
38020 |CI0 - GlobalCredit - Credh: Spresd BEV - MTM - Total 312072012 | Level 2 Link 5,000,000 32,849012 | 657
38019 JCIO - Global Credit - Credit Sproad BPV - Total B22012 | Level 2Limik | 12,000,000 34,747,458 | 290
38020  CIO - Globa) Credit - Credit Spiead BPY - MTM - Total 3(212012 | Level 2Limit 5,000,000 30,541,328 | 791 |
38016 {CIO - Biobal Credit - 10% CSW - MTM - Total {long/short) 312213612 | Level 2Limit | 200,000,000 63,765,048 | 32
38019 |CIO - Globai Credit - Credit Spread BPV - Total 312212012 | Level20imi | 12,000,000 42,318,985 | 353
38020 [CIC - Global Credit - Credit Spread BPV » MTM - Total 312212012 1 Lewet 3 Limit 5,000,000 47,060,646 1 542
38019 JCIO - Global Gredit - Gredit Spread BPV.- Total 232012 | Level2Umt | 12,000,000 42,540,175 | 355 ]
38016  |CIO - Global Credit - 10% CSW: MTM: - Total {long/Short) 32312012 | Level 2 Limit 200,000,000 245 171,818,243 1 36
38020 {010 - Global Credit - Credit Spread BPV - MTM - Total BI232012 | Level ZLimit 5,000,000 EUS- T 47,421,805 | 948
38020 {C1O - Global Credit - Credit Spread BPV - MTHi - Total 31262012 | Level2 Lieit 5,000,000 | -B2B17547 | 47,817,547 | 952
38019 |CI0 - Glpbal Credit - Credit Spread BPV - Total B26/2012 | Level2Limit | 12000000 | -54.451,868 | 42481668 | 354
38016 JOIO - Global Gredit - 10% CSW- MTM - Total fonglshart) 32612012 | Level2 Limit | 200,000,000 | 244,740,172 | 41,740,172 | 21
38016 |CIO0 - Global Gredit - 10%. CBW - M1 M- Total (long/short) 327/2012 | Level 2 Limk | 200,000,000 | 247,612,260 | 47,672,080 | 24
38018 [CIO - Global Credit -Credtt Spread BPV - Total 32712012 | Level 2 Limit | 12,000,000 | -54.840,821. | 42,840,621 | 357
35020 |CIO - Global Credit - Credit-Spread BPY - MTM - Total 32772012 | Level 2 Limit 5,000,000 BRG] 47,802,933 ] 952
38016 |CIO - Global Credit - 10% CSW - MTM - Total (ongfshart) 2872012 | Level 2Uimt | 200,000,000 | -264,086.276 | e4 056276 | 32
38019 |CIO - Global Credit - Credit- Spread BPV - Total Y28/2012 | Level 2 Limit 12,500,000 -85,975,1498 | 43,376,198 | 361
38020 {CIO - Global Credi - Credit Spread BPV - MTM - Total Y2802 | Level 2 Limit 5,000,000 , 48,466,422 1 960,
38020 1CIO - Clobal Credi - Credit Sprea BPY - MTM - Tefal 32872012 | Level 2 Uikt 5.000,000° e, 2. [ 47845712 957
38019 |CIO - Biobal Credit - Credit Spread BPY - Total 29/2012 | level2Limit | 12,000,000 | 55085171 | 43,085171 ] 259
38016 |CIQ - Globwl Credit - 10% CEW - MTM - Total (long/shor)) '3(29/2012 [ Level2 Limit | 200,000,000 | -268.085.459 | 68065459 | 34
38018 |CIO - Global Credit.- Credit Spread BPV+ Total 3302012 | Leval 2Limit | 12,000,000 | 54128154 | 42124151 | 351
38016 JGIO - Global Credit - 10% L.SW - MTNI- Total {long/shar) B030/2012 | Level 3 Limit | 200,000,000 43334552 | 27
38020 CID - Global Credit - Credit-Spread BPV - MTM - Total 313012012 | Level 2 Limit 5,000,000 46829815 | G37
38019 ICIO - Global Credit - Credit Spread BPV - Total 41272012 Level 2 Lirnk 12,000,000 429901211 358
38016 JCIO - Global Credit- 10% CSW - MTM - Total (fong/short) Ar2012 | Level 2Lt { 200,000,000 59,834.602 [ 30
38020 |CIO - Global Credh - Credit Spread BPV - MTM - Total 4212012 | Level 2 Limtt 5,000,000 47,045,857 | 059
38016  |CIO - Global Credit - 10% CSW- MTM - Total (longishert) 47312012 | ‘Level 2Limkt | 200,000,000 62,574,737 1 31
38018 ICKD.- Global Credit - Credit Sproad BPV Total 4312012 | Tevel2Limit | 12,000,000 42,843,350 | 357
38020 |CIO - Global Credit - Credit Spread BPV - MTM - Total 4732012 | Lével 2Limt 5,000,000 47,786,333 | 958
38020 |CIO - Global Credit - CredibSpread BPV - MTM - Total ] 4012 ] Level 2 Limit 5,000,000 195 | 4B 277,495 | 066 |
38016 |CIO - Global Credit - 103 C8W.- MTM - Total (long/short) | 47402012 Level ZLimit | 200,000,000 | -275,111493 | 75,111,483 | 28
38018 |CIO - Global Credit - Credit- Spraad BPV - Total 41412672 | Level2Uimt | 12000000 | 65213844 1 43,213944 | 360
38018 CIO - Global Credit - 10% C8W - MTM - Tutal {iong/shaorg A52012 | Level 2Limit | 200,000,800 69,390,519 | 35
38020 |CIO - Globai Credht - Gredt Spreatt BPY - MTM - Tetd) 452012 1 Lavel 2Limit | 5,800,000 47,386,228 | 048
38MD  JCIO - Global Credit - Credit Spread BPV - Total 4512012 | Level 2Limt | 12,000,000 42448605 | 354
38020 |GI0 - Glohal Credit - Credit Spread BPY - MTM - Total 4162012 | Level 2 Limit 5,000,000 47,386,228 | 848
38018 |GIO - Global Cradit - 10%. CSW+ MTM: Tota! (long/shor) 7572012 | Leved 2Limit | 200,000,000 60,300.518 | 35
38010 JCIO - Global Credit - Credit Spread BPV - Total AB2012 | Level ZLimit [ 12,000,000 A6 | 42,448 605 354
38020 |10 - Global Credit - Credit Spread BPV - MTM - Total 41972012 | Level2Limit | 6000000 | -521414,217 | 47414217 | 948
58018 [CIO - Global Gredit - Gredit Spread BPV - Total 4912012 | Level 2Umit | 12000000 | -83457:228 | 41,187,228 | 343
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38016 |CIO - Global Credit —10% CSW - M1M.- Tetal {longishort) 3072012 | Lavel 2 Limit | 200,000,000 | 260085938 | 60,685,938 | 35
38016 lgio ~Glgbal Credit- 108 CBW - MM - Total (Iohglshior) 4710/20612 | Lavel 2Limit | 200,000,000 | -321878.778 | 121,875,773 61
36019 GO - Global Credit - Credit Spread BPV - 1 otal 411072012 | tevelZLimt | 12,000,000 | -GG.00A560 | 44,084,550 | 267
38020 |CI0 - Global Credit - Credit Spread BRV: - MTM - Total 41102012 | Level 2Limit | 5,000,000 ; 48,939,565 | 979
37991 ICI0 - Global Greqit - 10% COW - Tetal {longfshert) AF02012. | Level 2 Limit | 300,000,000 42,342,685 | 14
37891 |CIO . Global Credit - 10% CBW - Total-(eng/shert) 41112012 | Level ZLimit | 300,000,000 76.853,345 | 26
38019 [CIO - Global Gredit - Credit Spread BPV - Total A112012 | Level 2 Limit | 12,000,000 47,038,806 | 304
38018 |CIO - Global Credit - 10% CSW - MTM - Total flong/shor) 471172012 | Level 2 Limit | 200,000,000 048] 78
38020 {CIO - Global Credit - Crodit Spread BPV - MTM - Total 4112012 1 Leval2 Limit 5,000,000 1033 |
37861 |CIO - Giobal Credit—10% GSW - Total {long/short) 411272012 | Level 2 Limit | 300,000,000 25
38040  [CIO - Global Gradit - Credit Spiead BRV - MTM - Total 412/2012 | Level 2 Lirmit 5,000,008 1048
38018 QIO - Clebal Cregit - 10% CSW - MTM - Total flong/short) 411212012 1 Level ZLimit | 200,000,000 | -353,037,662 |153,037662] 77
38018 |CIO - Giobal Credit - Lredit Spread BPV - Tolal 412P012 | LevelZLimit | 12,000,000 | 58050844 | 47,652,844 | 397
36016 |CI0 - Global Gredit - 10% CSVY - MTM - Total (iphig/shomt) 4113/2012 | level 2Limit | 200,000,000 | 568,813,827 |168,813527] B4
37061 |CIO - Giobal Credit - 10% GSW- Total {long/short) 2313012 | Level 2 Limit | 300,000,000 | 300547050 | 90.647.052 | 40
38020 [CIO - Global Gredit - Cradit Spiead BPV - MTM - Tatal 41132012 | Level2 Limit | 5,000,000 27 22 52027242 | 1059
38019 |CIO.- Global Gredit-Credit Spread BPV - Total 4/13/2012 | Level 2Limit | 12,000,000 48121678 | 401
38020 |CIO - Global Credit - Gredit Spread BRV - MM - 1ot 4/16/2012 | Laevel 2Limit | 5,000,000 52,685,157 | 1060
38018 1GIO - Global Credit - 10% CBW - MIM - Total {long/short) 471612012 | Level 2 Limit | 200,000,000 171,805,266] 88
38019 |C10 - Giobal Cregit - Gredit Spread BRV - Total 41182012 | Level 2Limit | 12,000,000 48,157,490 | 407
37001 1CI0 - Global Credit - 10% GOW - 1 otal.(ongfshert) 471672012, | Level 2 Limit | 300,000,000 03676,447 | 31
38016 |CIO - Global Credit - 10% CSW - MTM.- Total (long/shert) 1 447/2012 | Level 2 Limit | 200,000,000 162,765,163] 81
38020 |GI0 - Global Cregit - Credit Spread BPY - MTM - T ofal 471779012 | Level2 Limit | 5,000,000 152,676,484 | 1054
38019  CIO = Global Cradit - Credif Spread BPV - Total ANT7I2012 | Level 2 Limit 12,000,000 47,885,623 | 399
37981 |CI0 - Glabal Credit - 10% CBW - Total-{johgishor 4H7/2012 | Level 2 Limit | 300,000,000 | <354,661,030 | 84,661,080 | 28
38020 |CIO.- Giobal Credit-Credit Spread BPV - MTM - Total 41872012 | Level 2Limit | 5,000,000 | -G8,521938 | 63,521,236 | 1070
38019 |CIO - Global Cradit - Gredit Spread BPV - T otal 41182012 | Level 2 Uit | 12,000,000 | 50,742,890 | 48,742,606 | 406
37691 |CIO - Global Credit - 10% CSW - Total {long/shaft) 41812012 | Levél ZLirit | 800,000,000 | -393.602,861 | 95002881 | 51
38018 |CIO - Global Credit- 10% CSW - MIM-- Total (long/sher) A/TBI2012 | Level 2Limit | 200,000,000 | 372,061,660 [172.061,660] 88
36018 |CI0 - Glshal Gredit - Credit Spread BPV - Totl 4719/2012. T Level 2 Limit | 12,000,000 | -81,180337 | 49,189,331 | 410
38018 [CIO ~Global Grait - 10% CSW - MTM - Total (longishort) 1 411972012 | Level2 Limit | 200,000,000 | 380,183,919 |180,193019| 80
37991 {CIO - Global Credit - 10% CSW- Total (lohg/shart) 4/10/2012 | Level 2 Limit | 300,000,000 | 401,835,188 [ 101,835,188] 34
38020 |CIO - Giobal Credit - Gredit Spread BPV - MTM.. Total 477572012 | Level2 Limit | 5,000,000 | 55,982,960 | 53,982,060 | 1080
38020 |CHO - Global Gredit - Credit Spread BV - MTM - Total 4202012 1 Level 2Limt | 5000000 | 50876571 | 54676,5711 1 1094
36010 - |CI0 - Global Cradit- Credit Spread BPY - Total 4202012, | Level 2Limit | 15,000,000 | 61,876,597 | 49,876507 | 416
37061 |CIO - Glabal Credit - 10% CSW - Tol{long/short) 450072 | Level 2 Limit | 300,000,000 | -40B171.260 {106,171,089] 35
38016 |CIO - Glohal Gredit - 10% GBSV - MTM - Total flong/shott) 47202012 | Level 2 Limnit | 200,000,000 | OR4,647696 |164,647,636] 92
38019 __|CIO . Global Credit - Credit Spread BPV - Total 4128120 Level ZLimit | 12000000 | 81480257 | 45460257 | 412
38016 |CIO - Global Credit- 10% COW - MTM.- Tatal (longfshier 472320 Level 2 Limit_| 200,000,000 | 400,815,797 1200815767 100
37991__JCIO - Global Credit - 10% CSW - Total {long/short) 472372012 | Level ZLimit_| B00.000,000 | 423470,672 | 192.470,672] 44
38020__[CIO - Global Credit - Gred3 Spread BPV - MTM - Total 412372012 | levelZLimit | 5000000 | 68272161 | 54272161 | 1085
37991 |CIO - Global Credit - 10% CSW - Total (long/short) 4/3472012 | Level2Limit | 300,000,000 | 411,382,280 1111,332.966] 37
38018__ICIO . Global Credit . Credi Spread BPY - Total 42472012 | LevelZLimit | 12000000 | 60,906,679 | 45806979 | 408
38020 _ICIO . Global Credit - Credit Spread BEV - MTM - Total 472472012 | levelZlimit | 5000000 | 56,721 7288 | 53,721,280 | 1074
38016 __|CIO - Global Credit - 10% CSW - MTM - Total (ong/short) 47241201 Level 2 Limit_| 200,000,000 | -380,058.360 |180,658.369] 05
38019 |CIO - Global Credit - Credit Spread BPV - Total 41251201 Level2Limit | 12,000,000 | 50,661,613 | 47,661,613 | 397
38020 |CIO - Global Credit - Credit Spread BPV - MTM - Total 125201 Level 2 Limit_| 5000000 | 58737497 | 53.737.497 | 1076
38016 __|CIO . Global Credit - 10% CSW - MTM - Total (long/shert) 42572012 | level ZLimit | 200000000 | -403.685,619 1203,685618] 102
3789%__|CIO - Global Credit- 10% GCSW - Total fong/shorf) 42572012 | Level2Limit i 300,000,000 | -415,971.207 11158712071 38
38020 _ICIO - Global Credit - Gredit Spread BPV - MTM- Total 42612012 | LevelZLimit | 5000000 | 58556:629 | 545566208 | 1091
37991 __|CIO - Global Credit - 10% CSW - Tetal {lengfshort) 472672012 | Level 2Limit | 300,000,000 | 443,150,935 |145,150,095] 48
38016 ICIO - Global Credit - 10% CHW - MTM- Total fong/shert) 472672012 | Level2Limit | 200.000,000 | 421550063 |221 5528621 111
38019__ICIO . Global Credit - Crede Spread BPV - Total 4726/2012 | Level 2 Limit | 12,000000 | 81,718,741 | 49,718,741 | 414
38020__|CIO - Giobal Credit - Gredit- Spread BRY - MTM- Total 47270201 Level2Limit | 5000000 | -55.695101 | 54,695,101 | 1084
37991 |CIO . Global Credit, 10% CSW - Tatat {long/short) 4127101 Level 2Limit_| 300,000,000 | -429,003.260. |120,003,260]| 43
38016 ICIO , Global Credit - 10% CSW - MTM.- Total (origlshiort) 1271201 Level 2 Limit | 200,000,000 | 407310286 | 207,310,286 104
38019 __|CIO . Global Credit - Credt Spread BPV - Total 42772012 | Level ZLimit | 12,000,000 | 61854712 140854212 | 415
36016 |CIO - Giobal Credit . 10% CSW - MTM.- Total flonglshiert) 4130201 Level ZLimit_| 200,000000 | -428,187.762. | 228,187,762 114
38018__|CIO - Global Credit - Credt Spread BPY - Total 473002012 | level2Limit | 12,000,000 | 61,781,744 | 40.781744 | 415
37997 _|CIO - Global Credit - 10% CSW - Total flong/shor) 473012012 | Level ZUimit | 300,000,000 | -447,715,78p 1147,715.780] 48
38020 |CIO . Global Credit - Credit Spread BPV - MTM-~ Total 473012012 | LevelZLimit | 5000000 | 59874887 | 54874882 | 1097
Stress Breaches
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id IBescription. Cob Type Valye | Utilization | Exc %
| 32081 IO - Global - Max Siress Loss- FSI - 'Aggrggate A3012 | Leveld Limit 800,000,000 {1 180,071,380 1380,671,3881 48
32082 [CI0 -Global - Max Siress Luss- FSI- MTM 432012 1 Leveld Limit 500,000,000 | 855,842 648 [368.:842646] 72
32092 |CIO - Clobal - Nax Siress Loss - FSI- MIM 47472012 | Level 1 Limit_| 500,000,000 | 856,842,546 |356,842646] 72
32081 G0 -Global - Nax Stress Lpss- FSL- Aggie_ga_t_e AAN2 | Leveld Limit 800,080,000 |- 580,071,388 48
32082 |CIO ~Global - Max Stress Loss- FSI - MIN 4012012 | Leveld Limit_| 1,000,000,000 - 1526,602,110] 53
32082 GO -Global - Max Siress Loss- FSt - MTM AMA2012 1 Leveld Limit | 1,000,000,000 1526,602 110 63
32002 |GIO -Global - Max Stress Loss- FSt - MTM 4122012 1 Leveld Limit | 1,000,000,000 11526,602,110] 53
32082 1010 --Global - Max Stress Lpss- FS| - MM -ANM3R2012 1 Leveld Limit | 1,000,000,000 .1526,602,110] 53
32082 IGIO -BGlobal - Max Siress Lpss- FSI - MTM -474612012 | Level Limit { 1.000,000,000 1626,802,1104 53
. 32082 |CIO ~Global - Max Stress Loss- FS| - MIM 4H7/2012 | Leveld Limtt | 1,000,008,000 |- 430,087,768] 43
32082 1010 -Global - Max Stress Liss - FSI - MTM AM812012 Level 1 Limit 1 1.000,600,600 |- 430,087,768 43
32092 |CI0 —Global - Max Stress Loss - FS| - MIM 1572012 | Leveld Limk | 1,000,000,000 |- 430,087 768 43
32082 [0 ~Global - Max Siress Loss - FS| - MTM 47202012 | teveld Limit | 1,000,000,000 |- 430,087,769] 43
32082 1010 ~Global - Max SBiress Luss - FS| - MTM -A123r2012 Leveld Limit 1 1.000,000.000 |- 430,087,769] 43
32082 1610 -Global - Max Stress Loss- FSI - MIM 412312012 | Level 1 Limit | 1,000,000,000 | 430,087,7681 43
32002 JOIO -Global - Max Shress Luss- FS| - MTM Ai24r2012 Level1 Limgt | 1,000,000 000 |- 650,033,138} 65
32082 G0 -Global - Max Siress Loss- FS| - MTM - 472512012 Level1 Limit | 1,000 000,000 |- 650,033,138] 85
32082 |CIO -Global - Max Siress Lose - FSI - MTM /3672012 | Level 1 Linit_| 1,000,600.000 650,033139] 65
32002 1010 - Global - Max Siress Luss- FSI - MM ‘472712012 | Leveld Limit | 1,000,000,000 f 1650,033,139] 65
32002 €10 - Global - Max Shress Luse- FSI - MTH 41302012 | Leveld Limit | 1,000,000,000 |1.650,038138|650,033,136] 65
32082 {10 - Global - Max Stress Luss- FSI - MTM 5112092 | tevelLimit | 1.000,000,000 | 1.650,0331301650033135] 65
Stop Losy Advisories
id Description Cob Type Vaiue Utliization Excession %
32136 [CIO - NA - MTM - Twerity Bay Stop Lops Ady G320 Level Tlimit | 25000,000 | 35340873 [14340873 | 57
32130 |CIO - NA - MTM - Twenty Day Stop Loss Ady 0741201 Levei 1 Limit 25000,000 | 26132856 | 4133858 17
32194 [CIO - Gipbal - MTM . Five Day Stop Loss Ady 3/26/2012 [Other Threshold | 60,000,000 | 78,656,111 | 19,666,111 | 33
33002 |CIO - Intl MTM - Five Day Stop Loss AV 3J2612012 | Gther THreshold| 70,000,000 3518000 | 6
32154 1CI0 - Intl - Aggregate - Five Day Stop Loss Adv 312612012 |Other Thieshold] 70,000,000 9,000 0
32114 |CIO ~Global - MTM - Five Day Stop Loss Ady 3/27/2012 {Other Threshold | 60,000,000 22935270 [ 38
32154 {GIO - Intl- Aggredate - Five Dfay Stap Loss Adv -3J2712012 [ Other Threshoid | 70,000,000 2,785 000 4
33002 JCIO - Intl - MTM - Five Day'Stop Loss Adv * 32713012 | Other Threshold | 70,000,000 3465000 | 5
32114  |EI0 - Giobal - MTM - Five Day-Stop Loes Adv BI28/2012 | Other Threshaid| 66,000,000 5340,9°0 | 70,310,910 117
32154 {CIO - Int) - Aggregate - Five Day Stop Loss Adv 3128/2032 | Other Thiteshold | 70,000,000 | +126208,006 | 56,288 000 | 80
33002, {10 - Int} - MTM - Frve Day Stop Loss Adv 36I2072 |Other Threshoid | 70,000,000, | ~ 128,845,000 | 58,045,000 | 64
33002 GO - tat]- MTM - Five Day Stop Loss Adv 372912012 | Other Threshold | 70,000,000 | -182682,000 | 112,650,000 161
32111 CIO ~Global - Aggregate - Five Day Stop Loss Ady 32972032 jOther Threshold] 150,000,000 | -1 ?;256;53*04" 41,258,804 28
32184 JCIO - It - Aggregate - Five Day Stop Loss Adv 32012012 | Other Threshoid ] 70,000,000 | =4183268,000 |113.268,000] 162
32114 ICIO - Global - MTM - Five Day. Stop Loss Adv 312012012 | Othar Threshold | 60,000,000 | +18B578233 |128,876,233] 215
32114 |CIO - Global - MTM - Five Day.Stop Loss Ady 37302012 | Gtner Threshold | 60,006,000 | ~185,398,065 | 125.308.065] 208
33908 [CIO « Inti~ MTM - One Day Stop Loss AV 313012012 | Other Thieshold | 70,000,000 e 71,056,000 | 108
32153 |CIO - Intl - Aggregate - Ote Day Stop Loss Ady 3302012 {Other Thieshiold | 70,000,000 || 66,310,000 85
32113 [CIO - Global - MTM+ Otie Day Stop Loss Ady- 33072042 | Other Thieshold | 60,000,000 | 75774116 | 126
32154 {CIO - Intl - Aggregate - Five Day Stop Loss Adv 3/3012012 | Other Threshold | 70,000,000 110,703,000] 158
32910 [CIO - Global - Aggregate - Gne Day Stop Loss AdV 373012012 | Other Thiestiond | 100,000,000 | 129,070,815 | 20,070,618 | 29
32111 {CIO ~Global - Aggregate - Five Day Stop Loss Adv 373012012 [Other Threshold | 150,000,000 | -tB5092.463 | 35002,483 1 23
33002 1CIO - Intl- MTM - Five Day Stop Loss Adv -3/3072012 | Other Thresheld | 70,000,000 | --186;266,000 | 110,286,000| 158
33002, [CIO - Intl- MTM - Five Day Stop-Less Adv 4722012 [Other Threshold| 70,000,000 | 4146 852,000 | 76,352,000 | 109
311 |CI0 - Global - Aggregate - Five Day Stop Loss Adv 4/2/2012 | Other Threshold | 150,000,000 [547:365 | 547,365 0
32114 [CJO - Global - MTM - Five Day Stop Loss Adv 47212012 | Other Threshold | 60,000,000 | +i52,61¢,86¢ | 92919660 | 155
32154 |CIO - Intl< Aggregate - Five Day Stop Loss Adv 4272012 | Other Threshold | 70,000,000 | «T44,746,000, | 74,745,000 | 107
33002 [CIO - Inti~ MTMW~Five Day Stop Loss Adv 41312012 {Other Threshold 704'000;000' ’»“H?;QQS;QQO 47,383,000 68
32154 [CIO - Intl < Aggregate - Five Day Stop Loss Adv 4/372012 | Other Threshold] 70,000,000 | ~T14:820,000 | 44840000 [ 64
32114 |CIO - Global - MTM - Five Day Stop Loss-Adv 4/3/2012 | Other Threshold] 60,000,000 | 109,897,507 | 49,807,507 | 83




‘00 2 ISVHD NVOHUOW "dr

A8 d3LSINOIY INIWLYIHL TVILNIAIHINOD

$£90000 H-ISd-O1O0-Ndl

33002 |CIO - int) - MTM - Five Day Stop Loss Ady 41412012 | Other Threshold] 70,000,000 | 7H387.000 | 1,397,000 2
32114 |CIO - Global - MTM < Five Day:Stop Loss Adv 4412012 | Other Threshold| 60,000,000 088,395,505 | 8,395,399 14
32114 |CIO - Global - MTM < Five Day Stop Loss Ady 4/912012 ‘ther Threshold| 80,000,000 | 61275258 | 1,273,253 2
32173 ICIO - Global - MTM - One Day Stop Loss Adv 371072013 | Other Threshoid| 60,000,000 | -420,458,061 1360,458,051] 601
32008 - CIO - Intf - MTM - One Day Stop Loss Adv 4102012 Other Threshold} 70,000,000 | 417,252,000 }347,252,000] 498
33114 |CIO - Global - MTN - Five Day Stop Loss Adv 211072012 | Othar Thresheld| 80,000,000 | 61785418 | 1.765,416 | 3
'32:153 CIO - It - Aggregate - One Day:Stop Loss Adv 411012012 {Other Threshold] 70,000,000 | -402:588,600 332,588,000 475
32138 ICIO - NA: MTM - Five' Day-Stap Loss Adv 4/40#2012 |Other Threshold | 25,000,000 AT 467, 8,978,467 36
32110 |CIO - Global - Aggregate - One Day-Stop Loss Adv 402012 JOther Threshold ] 100,000,000 | 405,792,081 [305782,061] 308
32138 [ClO- NA: MTM - Five Day-Step Loss Adv 4111£2012 | Other Thresheld | 25,000,000 28821415 3,621,415 14 ]
32155 |CIO - IntT- Aggregate. < Tyventy ‘Day Stop Loss Adv 41372012 | Other Theeshold| 70,000,000 77788000 | 7,768,000 ki
32114 {CIO - Global- MTM « Five Day Stop Loss Adv 4H312012 | Other Threshold{ 60,000,000 88,761, 162 8,761;2162" 15
33003 |CIO - Int] - MTM - Twenty Day Stop Loss Adv 411372012 | Other Threshold| 70,000,000 | 86322600 | 18322000 23
32114 JCIO - Global - MTM < Five Day Stop Loss Adv 411612012 |Other Threshold] 60,000,000 ;98,,]21»;3@5 38,721,318 | 65
32184 [CIO - Int'f - Aggregate - Five Day Stop Lass Adv 411672012 [Other Threshold} 70,000,000 93078660 | 239780001 34
32112 |CIO - Global - Aggregate - Twenty Day Stop.Loss Adv 4118£2012 [Other Threshoki| 150,000,000 | -178,#38,269 | 28,238,289 | 18
33002  [CIO - Int] - MTM - Five Day Stop Loss Ady 41462013 | Other Threshold | 70,000,000 98,354,000 | 28,354,000 41
3414 JCIO - Global - MTM - Five Day Stop Loss Adv 4/17/2012 [Other Threshiold| 60,000,000 84,257,602 | 24,267,692 40
32154 {CIO - Inti - Aggregate - Five Day:Stop Loss Adv 4/47/2012 }Other Threshold] 70,000,000 82,658,000 1 12,668,000 18
33002  CIO - inti - MTM - Five Day Stop Loss Adv 4H47/2012 [Other Thresheld| 70,000,000 “88452,000 1 15,152,000 22
32112 [CIO - Global --Aggregate - Twenty Day Stop Loss Adv 411812012 |Other Threshold| 150,000,000 | 455,581,348 | 5,591,346 4
33002 C‘O - IntT- MTM - Five Day Stop Loss Ady 4118/2012 [Other Threshold] 70,000,000 | 104,042,000 | 34012000 48
33154 » CIO - tntf - Aggregate - Five Day Stop Loss Adv 44182012 }Other Threshokd] 70,000,000 | -100:470,000 | 30,470,000 | 44
32114 [CIO - Giobal - MTM - Five Day Stop Loss Advy’ 4HB/2012 |Other Threshold | 80,600,000 408,608,097 | 48,809 007 78
32112 [ClOo- élobal -‘Aggregate - Twenty Day Stop Loss Ady 411912012 {Other Threshold] 150,000,000 -zog;m 54,504,780 | 38
32114 JCIO - Giobal- MTM- Five Day S!Dp Loss Adv 41942012 | Other Threshold{ 60,000,000 Aﬂﬁﬁ;%?; 138 | 70,967,139 118
33002 |CIO - Intl - MTM - Five Day Stop Loss Adv 2972013 [Other Thrashokd| 70,000,000 ] -126:811:000 | 66,514,000 | 81
32154  ICIO - Intl - Aggregate - Five Day:Stop Loss Adv 411912012 [Other Threshold| 70,000,000 | 188,440,000 | 68,440,000 [ 98
32114 JCID - Global - MTM - Five Day Stop Loss Adv 41202012 |Other Threshold | 60,000,000 | <110;808,346 | 50,806,346 | 85
32112 [CIO - Global - Aggregate - Twenty Day Stop Loss Ady 412012012 TOther Threshoid | 150,000,000 | -282212,284 1832122641 55
32154 [CIO - Int] - Aggregate - Five Day:Stop Loss Adv 4120/2012 [Other Theeshold | 70,000,000 | 128,400,000 | 55,400,000 79
33002 |CIO - Int) - MTM - Five Day Stop Loss Adv 412012012 |Other Threshold | 70,000,000 Q1Q‘Q_;7"y$,000 39,715,000 57
32114 [CIO - Global - MTM - Five Day Stop Loss Adv 412372012 [Other Threshold] 80,000,000 BO570,681 | 9,570,681 18
32113 JCIO - Global - MTM - One Day. Stop Loss Adv 1 412312012 [Other Threshakd ] 60,800,000 1 -140:181,802 ]100,191,802] 1587
32110 [CIC - Giobal- Aggregate - One Uay Stop Loss Adv 41232012 | Other Threshoid | 100,000,000 |5t ; 56,582,902 57
32154  JCIO - IntT- Aggregate - Five Day Stop Loss Adv 4/23/2012 JOther Threshold] 70,000,000 18,388,000 2L
22112 JCIO - Global - Agyregate - Twenty Day Stop Loss Adv 42372012 | Other Thieshald | 150,000,000 82,212,264 55
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33158 [GI0 - Intl- Agglegate - One Dy Stop Loss Atv #23/2012 | Othgr Threshold] 70,000,000 | J55.547.000 | B5,647.000 | 122
32008 [CIO - intl- MTM - One Day Stop Lass Adv 472312012 | Other Threshiold | 70,000,000 -158,156,000 1 89,156,000 | 127
33082 |CIQ - Int] - MTM - Five Day Stop Loss Adv 42312012 | Gther Threshald 7_0,‘000,000 70,640,600 840,000 | 1
32111 |CIO - GlobalAggregate - Five Day Stop Loss Adv 412412012 | Other Threshold] 150,000,000 i i | 30,804,474 2
33002 |CIO - Infl - MTM - Five Day Biop Lass Adv 472472012 | Other Threshoki] 20,000,000 13,843,000 § 20 ]
32113 [CIO - Giobal ~.MTM « One Day Stop Loss Adv 412472012 | Other Threshold 60,000,000 18,615,156 31
2008 JCIQ - Intt - MTM -~ One Day Stop Loss Adv 412412012 § Other Thresheld} 70,800,000 10472000 ] 15
32183 [CIO- Intl- Aggregate - One Dy Stop Loss Adv 42412012 | Othier Threshoid | 70,000,000 12,756,000 18
32154 |ClO -.intl - Aggregate - Five Day Stop Loss Adv Af24/2012 | Other Threshold} 70,000,000 X 29,700,000 42
32114 JCIC) - Global - MTM - Five Day Stop Loss Adv 424/2012 | Other Thieshold | 60,000,000 84:034 318 | 24,034,318 40
32110 JC1O.- Global~ Aggregate - Ona Day Stop Loss Adv ‘412512012 | Cther Threshold | 100,000,000 | -175,965311 | 75,865,311 78
32153 |CIO - intl - Aggregate - N Day Sop Loss Aov. 43517012 | Other Threshold] 70,000,000 76,715,000 | 106,715.000] 152
32088 {CIO - Intf - MTM - One Day Stop Loss Adv 426/2012 | Qther Threshold] 70,000,000 | 177627000 [107,627,000] 154 |
39133 |CIO - Global - MTM - Ore Diay Stop Loss Ady. 4263012 | Other Threshold | 60,000,000 | 178877411 |116,877:311] 195
2111 |CIO - Giobal - Aggregate, - Fve Day Siop Loss Adv 4125)2012 | Other Threshoki ] 160,000,000, | A52.144.416 | 2144116 | 1
32154  {CI0 -t - 'Aq_g_regéte - Five Day Stop Loss Ady 42512012 | Other Threshold | 70,000,000 <G897,400 | 1,397,000 2
32110 [CIO - Global - Agaregats - One Day Sop Loss AdY 2672012 |Othar Threshold| 100,000,000 | 186,510,106 | 56,510,106 | 67
. 32113 |CIO - Glpbal - MTM - One Day 'Stop Loss Adv “4126/2012 | Other Threshold | 60,080,000 {- -1866:914,106 [106,814,1061 178
32153 [GIO - Intl - Aggregate - One Day Stop Loss.Adv 412612012 [Other Threshold] 70,000,000 | 184524000 | 94,824000 | 135
32098 |CID - Intl - MTM - One Day Stop Loss Adv' 41262012 } Other Threshoid] 70,000,000 92,927,000 § 136
32113 jelO -Global - MTM - Ons Uay Stop Lass Ady. 41302012 [Other Threshold| 60,000,000 442 |158,143,4421 264
32110 JCIO - Global - Aggregate - One Day-Stop Loss Adv 473072012 | Other Theeshold ] 100,000,000 | -219,204 442 [119,294,442] 119
32868 {CIO -int]- MTM - Qne Day Stop Lass Adv 4130/2012 | Othéer Thiest 70,000,000 | -218;24G,000 §149,440,000{ 213
32153 JCIO - Infl- Aggregate - Ohe Day Stop Loss, Adv 479072012 | Other Threshold| 70,000,000 | 220,691,000 |150.361,000] 215
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95000,000

CIO - Global - 100 VAR 1416 - 119 ( 98 425,880
CIO - Global - 10Q VAR 1124 - 1128 105,000,000 112,685,099
C10 - Global - Aggiegate - Combined CI0 & MER VAR T4 -5 145,000,600 147:125,824
€10 - Global - Adgregate - Cormbined CIE & MSR VAR 127 - 128 165:H00,000 172320,812
CIO - Global - Aggregate - Global VAR 135 - 1198 116,000,000 119,667,218
GHO - International - Aggregate - Total VaR 11181123 100,000,000 101,848,740
IO - interrationial - Aggregate - Total VaR 14235 1128 110,500,000 117,412,628
CIG - International - 10 - Total VAR 16+ 1123, 95,000,000 99,635,037
10 - international - 10Q - Total VAR 1195 - 1128 110,000,008 114,080 648
CIG - Global - Max Stress Loss - M1M E7 500,000,000 (E58,842,646)
IO - Glabal - Max Stress Loss - MTM 475 4132, 41Y 4.000:000,000 (4,535,574,339)
CIO - Global - Max Stiess Loss - Aggregate 3289 800,000,000 X

level 2

O - Inti - Aggregate - Credit VAR

SUD

Level 2 IO - Infl - Aggregate - Credit VAR 1725 1128

Level 2 G100 - Il - 100 - Gradit VAR 12~ 1728 95,000,000 98,871,903
Level 2 €10 - Infl - 10Q - Gredit VAR 1426 110,000,000 112,791,400
Level 2 CI0 - nfi - 10G - Equity VAR 11/30- 125 12 000,000 13,191 850
Leval 2 [CIG - Global Gredit- 10% COW~ MIM 722 - 4130 200,000,000 (326,052,207
Level 2 ICIO - Gipbal Credt.- 10% CoW-~ Total 4110 - 4730 360,000,000 €402 260 226%;
Level 2 CIC - Global Credit- Credtt Spread BPY.- MIM - Total 75 - 4130 5,000,000 (33,066,377)
Level 2 CIO - Global Cradtt - Credt Spread BPV - Total 18- 1719, 1135 - 4130 32,080,000 (35,058,125}
Level 2 CIO - Global Equities - it - Agar - Total. Grose Equity Vega 073 - 10731 6,000,000 14,764,863
Level 2 CIG - Giobal Equities - Intl - Aggr - Total Net Equity Vega 1073 - 10631 ; 4,500,000 9,745,687
Level 2 CIO - Global Equities- Intl - Aggr - Top Tier Delta 10/ 10/10.- 10114 1019 - 10/28 250,000,000 317,832,266
Ceval 2 [CIo - Global Equities - Intl- Aggr - Top T let Vega 1073 - 10731 2,000,000 € 824777

o o
: : g
CIO - Globai - Aggregate - Fivp, Day Stop Loss Adv

8

(171,969.04:

Thi 13/20 - A2, 424-4/25 150,000,000

Threshold CIO - Globai - Aggregate - Ohe Day Stop Lbss Adv 3430, 4110, 4123 . 4126, 4126, 4/30 100,000,000 £208:868,238)

Thresho CIO - Clobal - Aggtegate - Twenty Day Stop Loss Ady 4716, 4718 - 4123 50,000,000 (200,569, 789)]
ki CIO - Global - MTM - Five Day Stop Loss AdV 3126 - 414 . 49, 4110, 413 - 4124 60,000,000 (104.181,866)]
Thrésho CIO - Global - MTM - One Day $top Loss Adv 13/30 , 4/10, 4123-4/26 , 4/30 60,000,000 (193,853 441)

[Threshold CIO - Intl - Addregate - Five Day Stop Loss Ady 13126 - 413, 4116-4725 70,000,000 (112,873,200}
Threshg CIO - Intl - Aggregate - One Day Stop Loss Ady 49_/,30 A0, 4123 - A28 4130 70,000,000 (191,261,714)

Threshold CIO - Inf1 - Aggragate - Twenty Day Stop Lbss Adv 4113 70,000,000 (77 788:000)

Thiesho CLO - Int) - MTM - Five Day Stgp Loss Adv 13126 - 4/d 4118- 424 79,800,000 (110,168,067}

Thrésh CIO - Intl- MTM - Qhe Day Stop Logs Adv. _ES_IB(),, 4110, A/23-4/26 , 4130 70,000,000 (194,376,000}
Threshold CIO - Infl - MTM - Twenty Day Stop Loss Ady 4713 70,080,000 86,322,000}

F"éb hy CIO - NA - MTM - Five Day Stopl.oss Adv 4110 , 4f11 25,000,000 (31,298.941)

Thrashold CIO - NA - MTM - Twenty Day Step {oes Adv 1073 1014 25,000,000 (34,236,865}




From: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
Sent: Thu, 12 Jan 2012 15:42:54 GMT
To: Weiland, Peter <peter.weiland@jpmchase.com>

cc: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>; Hagan, Patrick S
. <patrick.s.hagan@jpmorgan.com>

Subject: RE: JPMC Firmwide VaR - Daily Update - COB 01/09/2012

No , in terms of VAR ., Will come back to you with a better explanation .From our point of view we did not have any P/Lvol to
increase the overall VAR so much . Pat's model is in line with the 70 VAR and has a much better explanation for these changes
. Hopefully we get this approved as we speak .

in terms of book positioning as| explained the book is long risk now but has increased the short in HY and rebalanced on the '
rest . This should not have had a great increase in the VAR of our postions . :

From: Weiland, Peter

Sent: 12 Januvary 2012 14:45

To: Martin-Artajo, Javier X

Subject: Fw: JPMC Firmwide VaR - Daily Update - COB 01/09/2012

Is this no'f correct? = Redacted by the Permanent
Peter Weiland ‘Subcommittee on lnvestlgatlons
JPMorgan-

0:+1 212 834 5549

m: +1

From: Stephan, Kenth

Sent: Wednesday, January 11, 2012 07:29 AM

To: Weiland, Peter

Subject: RE: JPMC Firmwide VaR - Daily Update - COB 01/08/2012

This is what | sent to Javier and bruno yest

From: Stephan, Keith

Sent: 10 January 2012 17:17

To: Iksil, Bruno M; Grout, Julien G

Cc: Chandna, Sameer X; D'costa, Karolyn K; Lee, Janet X; Kalimtgis, Evan; Martin-Artajo, Javier X
Subject: FW: Core Credit Var Summary 06 January

Below are the major drivers in the Increase in VAR since mid December for Credit Tranche portfolios — since 21 December,
the book var has moved from $76mm to 93mm, nearly +25% increase driven by position changes and through the inclusion of
mkt data in the last week of 2001 with rally in OTR HY indices.

The big drivers, are increases in notional of HY OTR short risk in indices +2.6bio not’l, +14MM VAR. At the same time the
increase in index short risk (and long HY10 7Y reduction) has driven and increase in the positive benefit in the credit crisis
stress loss scenario from 1.1bio to +$1.5hio.

#Permanent Subcommittee on Investigations

Confidential Treatment Requested by J. EXHIBIT #40 : JPM-CIO-PSI 0000093




In Marginal terms, the $17mm move since Dec 21 is driven by:

1) Stg 15D $14mm {increased short risk positions across HY14-HY17 by $2.65bn)

©2) Stg 18US $1mm )

3)Stg 27D $2mm (reduced Long risk pos in HY10 7Y + Price changes**see details below)

4) Note: 14EU does have a net increase in XO16 pos by $260mm but increase in MN16 long risk pos by $2.0bn more
than offsets the var moves from XO. '

Details: ‘
Main days of big movesin Var:
Dec19 Var of $70.0mm
* Dec21 Varof $75.8mm
Dec22 Var of $78.4mm
Dec30 Var of $82.7mm
_1an06 Var of $92.9mm

1)Changes from Decl9 to Dec21 of $5.8mm mainly driven by StngD Increased Short Risk position by $1bn across HY14-HY17
indices.

2)Changes from Dec21 to Dec22 of $2.6mm mainly driven by StngD Increased Short Risk position by $600mm in HY15 and
HY17 indices.

3)Changes from Dec30 to Jan06 of $10.7mm mainly driven by
Stg 14 EU +1.8mm - X016 5Y - increased short risk position by 150mm. Spread tightening of 16bps.

Stg 158 +1.2mm - Price widening of +0.875pts in HY10 7Y - short risk Index position of $4.4B and short risk
position 55nr Trn 35-100 of $3.78 _

Stg 27D +2.7mm - shorter risk by $950mm across HY9 and HY10 7Y

Stg 15D +3.3mm - shorter risk by $438mm across HY16 and HY17 - Price improvement across most HY Indices

(HY15 +0.875pt, HY16 +1pt, HY17 +1.125pt)

From: Weiland, Peter

Sent: 11 January 2012 12:26

To: Stephan, Keith

Subject: FW: JPMC Firmwide VaR - Daily Update COB 01/09/2012

fyi -
—— Rﬂdﬁltlcu L) «he Pertnaine 5t

Peter Weiland e

Tel: +1 212 834 5549

Mob: +1 _

From: Weiland, Peter

Sent: Tuesday, January 10, 2012 9:38 PM

To: Drew, Ina

Cc: Wilmot, John

Subject: Re: JPMC Firmwide VaR - Daily Update - COB 01/09/2012

Yes, | have details and can give you tomarrow., Short story Is that the increase in VaR corresponds to increased credit -
protection on HY, in particular trades executed between Dec. 19 and Jan. 6. ‘

This has been obviously a significant increase and | sent Javier an email today to highlight the RWA implications.

Confidential Treatment Requested by J.P. Morgan & Co. ‘ JPM-CIO-PSI 0000094
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Pete

Peter Weiland
IPMorgan

o:+1 212 834 5549

m: +1

From: Drew, Ina
Sent: Tuesday, January 10, 2012 0736 PM
To: Weiland, Peter
© Cc: Wilmot, John
Subject: Fw: JPMC Firmwide VaR - Daily Update - COB 01{09!2012

This says cio var still 882 can u give me breakdown fomorrow

From: Market Risk Management - Reporting

To: Market Risk Management - Reporting; Dimon, Jamie; Zubrow, Barry L; Staley, Jes; Drew, Ina; Rauchenberger, Louis; Lake,
Marianne; Hogan, John J.; Weiland, Peter; Weisbrod, David A.; Bacon, Ashley; Beck, David J; Braunstein, Douglas; Morzaria, Tushar
R; Wilmot, John; De[losso, Donna; Bes:gnano, Frank ]

Cc: Doyle, Robin A.; Waring, Mick; Market Risk Reporting; Sreckovic, Steven; McCaffrey, Lauren A; Tocchio, Samantha X;
Chiavenato, Ricardo S.; Chen, Dan

Sent: Tue Jan 10 19: 32 chif 2012

Subject: JPMC Firmwide VaR - Daily Update - COB 01/09/2012

i idé Va

e The Firm's 95% 10Q VaR as of cob 01/09/2012 is $123mm or 98% of the $125mm limit, an increase of $5mm from the
prior day's revised VaR.

« The increase in the Firm's VaR is primarily driven by IB (I

» Each LOB's contribution to the Firm's !123rnm VaR (as shown by marginal VaR) are: 1B

I ! O ($67mm mVaR, primarily driven by CIO
International credit tranche book), RFS , Private Equity

« The stand alone VaR for each LOB are as follows: I8 is | NN C'O is $88mm (vs. $95mm limit), RFS
W E—

and AM is

lly Discl V
The below table shows the 95% 10Q VaR for the current quarter compared with the prior quarter and the correspondmg
quarter of prior year.

Confidential Treatment Requested by J.P. Morgan & Co. JPM-CIO-PSI 0000095
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Please contact the MRM External Reporting team with any questions.

Confidential Treatment Requested Ey J.P. Morgan & Co. _ JPM-CIO-PSI 0000096
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95% 10Q VaR 1Q12 411 Q1T
$mm) Spot Avg Spot  Avg Spot: Avg:
IB VaR by risk type: - '
Fixed'income 49 43 49 5B 85 .49
Foreign exchange 15 15 19 12 1 ok |
Equities 24 19 19 19 22 29
Commodities & other- 23 .23 92 20 10 13
Diversification benefit to IB trading VaR. (87). (52) {55) (50) (37) (38)
IB Trading VaR : 54 54 54 57 61 64
CPG 35 -39 42 38 28 26
Diversification benefitto 1B trading & CPG VaR (16) anl (o (213 [ts) (7
Total IB trading & CPG VaR 13 76 7% 75 82 83
Mortgage Production and Senicing VaR 45 16 16 74 18 16
Chief Investment-Qffice (CIO) VaR. a8 g8 7 69 55 - 60
Diversification benfit to total other VaR M ©  dn @ |3 . (4
Total other VaR 7 96 93 83 13 50: 62
Diversification benefit to total I8 and other VaR (46) {53) (46) (39) (56 (67)
Total IB and other VaR : 123 116 113 149 86! B8




From: Goldman, Irvin J <irvin.j.goldman@jpmchase.com>
Sent:  Fri, 20 Jan 2012 13:08:35 GMT

To: Wilmot, John <JOHN.WILMOT@jpmorgan.com>
Subject: FW: Breach of firm var

FYI

----- Original Message——

From: Stephan, Keith

‘Sent: Friday, January 20, 2012 07:01 AM Eastern Standard 'I'me
To: Goldman, Irvin J; Welland Peter

Cc: Martin-Artajo, Jawer x; Macns, Achilles 0 Kalimtgis, Evan
Subject: FW: Breach of firm var

Irv & Pete

Below please find details of the VaR limit breach. The VaR increase is driven by Core Credit (tranche) in EMEA. The VaR has
increased steadily since the end of December as positions in CDX.HY on-the-run indices have been added to the portfolio to
balance the book, which has been taken longer risk since the expiry of CDX.HY.11 3Y positions which matured 21 Dec 2011

Key Points:

1. Theincrease in VaR is largely attributed to increased short risk positions in CDX.HY indices — which we have discussed
w/ the desk and which were added specifically to reduce the outright long CS01 profile of the book (as we are -
additionally aver the MtM CSD1 limit and actively reducing this risk to move within the $5MM CS01 threshold)

2. We are reviewing the details of the current VaR number and actively working with the desk to reduce the current VaR
based on current marginals, while continuing to address the CS01 as above; N.B. the action taken thus far has further
contributed to the Positive Stress benefit in the Credit Crisis (Large Flattenmg Sell-off) for this portfolio which has
increased from +51.4bio to +$1.6bio from 17-19 Jan.

3. Wearein late stages of model approval for full revaluation which will have the effect reducing the standalone VaR for
Core Credit from circa $96MM to approx $70MM — impact analysis on the marginal contribution to the Firm is ongoing
and will be distributed later today. ‘ ' '

| expect that we will resolve through active risk management the breach of Vaﬂ limit using current method over the next two
trading sessions, depending on hquldity )

Furthermore, | believe that the process of model approval is neanng completion and that this w:ll be implemented in the next
1-2wks in production.

My recommendation therefore s that we do not address, nor upsize the limit for CIO ~but that we continue to work in
partnership with the desk to manage to the current $95mm limit over the next two to three trading sessions — and that we
discuss further with the model review group (MRG) today the schedule for completion of approval of the new model with a
view toward implementation next week if possible. My team and | are disaggregating strategy level marginal VaR (reported

- daily) to the level of position / instrument level marginal VaR to provide the desk with precise list of actions that can be taken
to most effectively reduce VaR while maintaining balance of other risk measures. This will be complete by mid-afternoon

Confidential Treatment Requested By
JPMORGAN CHASE & CO.

JPM-CIO 0000141
Permanent Subcommittee on Investigations

EXHIBIT #41
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London time today.

Evolution of Current VaR using production model:

* cid:image001.png@01CCD767.766510C0

The details of the drivers of the VaR increases, using current model for measurement are as follows:
- 1 #) -+ rmm move:
1) +4mm from Stg 15D — Increased HY14 — HY16 short risk position by $3.075bn

Jan17 to Joni8 (from $91.8mm to S94.7mm) +$3mm move:
1) +2mm from Stg 18US — Increzsed 1G17 5Y short risk position by $2.25bn
2) +1mm from Stg 14EU — Increased Itraxx MIN16 long risk position by $785mm -

Janl  S81. e ve:
1) -4mm from Stg 15D : Reduced HY17 Index short risk position by $1.3bn

Jan06 to Jon16 {from S93mm to $96mm) - +$3mm maove:
"1) +3mm from Stg 15D ‘

Increase in HY Index short risk positions of $1.1bn (HY144$300mm, HY15 $250mm, HY16 $450mm, HY17 $50mm)
"2} +2mm from Stg 18US

Increase in 1G9 10Y Index long risk by $6.7bn

Increase in IG17 5Y short risk position by $3.0bn prqvides diversification
3) +1mm from Stg 14EU

‘Decrease In MN9 5Y Index long risk position by $7 25bn

Decrease in MN Qutright index shost pesitions provide diversification (S15-516 5/10Y ~ net decrease of
$775mm o ) ’

4) -3mm from worst day rolloffs (51, 19t and 29™ days)

1) Stg 15D $14mm (increased short risk positions across HY14-HY17 by $2.65bn)
2) Stz 18US $1mm

3) Stz 27D $2mm (reduced Long risk pos in HY10 7Y + Price tlghtr:nlng in recent weeks meant that this posrtlnn
delivered pesitive offset on worst days

4) Note: L4EU does have a net increase in XO16 pos by $260mm but increase in MNIE long rlsk pus by $2.0bn more .

Confidential Treatment Requesfed By ’ JPM-CIO 0000142
JPMORGAN CHASE & CO.
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than offsets the var moves from X0.

From: Goldman, Irvin J

Sent: 20 January 2012 03:08

To: Stephan, Keith; Weiland, Peter

Cc: Macris, Achilles O; Martin-Artajo, Javier X; Kalimtgis, Evan
Subject: Breach of firm var

All,

This is the third consecutive breach notice ( belnw) that has gone to Jamie and OC members. We need to get Ina
specific answers to the cause of the breach, how it will be resolved and by when. She requested the answers today -

Friday and wouId like Achilles and Javier to vett the international credit explanations.
Irv

- mmmemmen = Redacted by the Permanent
Subcommittee on [nvestigations

Firmwide 95% 10Q VaR

- The Firm's 5% 10Q VaR as of cob 01/18/2012 has mcreased by $5mm from the prior day s VaR to $138mm and
has breached the $125mm Firm VaR limit for the third consecutive day.

- CIO's 95% 10Q VaR as of cob 01/18/2012 has increased by $7mm from the prior day 5 VaR to $102mm and has "
breached the $95mm CIO VzaR limit for the third consecutive day.

- The increase in the Firm's VaR is primarily driven by an overall reduction in diversification benefi t acToss the Fn'm
- and position changes in CIO and MSR.

- Each LOB's contribution to the Firm's $138mm VaR (as shown by marginal VaR) are: TB
CIO ($85mm mVaR, pnmanly driven by CIO

niernational credit tranche book), RFS

e stand alone VaR for each LOB are as follows: T3 N i 5102mm (vs. $95mm

Himit), RFS SS is Private Equity is
R~ AM is

10Q Externally Disclosed VaR

The below table shows the 95% 10Q VaR for the curent quarter compared with the prior quarte:r and the
corrcspondmg guarter of prior year.

Please contact the MRM External Reporting team with any questions,

Confidential Treatment Requested By ‘ . JPM-CIO 0000143
JPMORGAN CHASE & CO.
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From: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
Sent:  Mon, 23 Jan 2012 09:58:33 GMT

To: Hagan, Patrick S <patrick.s.hagan@jpmorgan.com>

Subject: CIO VaR

FYl . Dual plan ..... as discussed keep the pressure on our friends in Model Validation and QR .

From: Hogan, John J.

Sent: 20 January 2012 23:15
To: Goldman, Irvin J

Cc: Drew, Ina; Macris, Achilles O
Subject: Re: CI0 VaR

OK thx Irv. Good weekend!

From: Goldman, Irvin ]

To: Hogan, John 1.

Cc: Drew, Ina; Macris, Achilles O -
Sent: Fri Jan 20 17:27:09 2012
Subject: (IO VaR

John, _
Achilles and | have reviewed the CIO limit breach for the past four days. CIO has been managing a dual

process of increasing overall credit spread protection while managing Basel Il RWA targets. The actlon taken thus far has
further contributed to the Positive Stress benefit in the Credit Crisis {Large Flattening Sell-off} for this portfolio which has
increased from +$1.4bio to +$1.6bic and created higher VaR resulting in the breach period.

Two important remedies are being taking to reduce VAR and have CIO get well within its limits while continuing to manage for
~ Basel Ill RWA,
1. position offsets to reduce Var are happening daily.
2. Most importantly, a new improved Var model that CiO has been developing is in
the near term process of getting approved by MRG and is expected to be implemented by the end of the
January.. ‘ )

Irvin Goldman | J.P.Morgan | Chief Invesiment Office | 270 Park Ave, | B Tel #1212 834 2331 |50 irvin.}.goldman@ipmehase.com

Permanent Subcommittee on Investigations

Confidential Treatment Requested by J.P EXHIBIT #42 JPM-CIO-PSI 0000151



From: Hogan, John J. <John.J.Hogan@jpmorgan.com>
Sent:  Sat, 28 Jan 2012 16:19:28 GMT

To: Bacon, Ashley <Ashley.Bacon@jpmorgan.com>; Goldman, Irvin 3
' <irvin.j.goldman@jipmchase.com>

Subject: Re: CIO VaR heads up and update -

Thx and can you guys compare notes on any methodology difference btwn IB and CIO and let me know what you find? Thx, thn

From: Bacon, Ashley

To: Hogan, John J.; Goldman, Irvin ]

Sent: Sat Jan 28 11:15:12 2012

Subject: Re: CIO VaR heads up and update

If this change is what | think it is (full reval credit p&l calculation for the shocks derived from the VaR days, instead of
sensitivities times shocks}, then the IB is already on the new methodology so no change for us.

| will confirm, and let you know if not.

From: Hogan, John J.

Sent: Saturday, January 28, 2012 03:43 PM
To: Goldman, Irvin J; Bacon; Ashley
Subject: Re: CI0 VaR heads up and update

Is this change in methodology applicable to 1B's VaR as well. What was.the primary change that we made? Thx, John

From: Goldman, Irvin J

To: Hogan, John J.; Drew, Ina

Sent: Fri Jan 27 13:35:40 2012
Subject: CIC VaR heads up and update

From: Stephan, Keith

Sent: Friday, January 27, 2012 1:30 PM

To: Goldman, Irvin J; Weiland, Peter

Cc: Kalimtgis, Evan; Martin-Artajo, Javier X; Macris, Achilles O; Lee, Janet X; Chandna, Sameer X
Subject: Update on *old/current methodology VaR* increase for COB 27 Jan :
Importance: High

Sredit fom 103 B DA 026t Final VaR vectors globally

have not been processed yet for coB 26 Jan, however CIO is over :ts temporary fimit, and could cause the Firm to do the
same. As such!wanted to communicate this to you to ensure we are all on the same page about what is happening.

The *old methodology* currently in production: VaR has increased by +$3mm, to $107.6mm driven by increase in CDX 1G S9
10Y index long risk {+1.8bio notional). This is consistent w/ the VaR increases of the last several days, under the old '
methodology, wherein the VaR increases approx 1mm per billion of notional in 1G9 10y. | estimate this will put CIO Global
over its temporary $110mm limit and probably closer to $115mm-—note: not all vectors globally are loaded yet for the 26 Jan

Permanent Subcommittee on Investigations
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cob —so I'm estimating here. This means that the formal notification of limit excess will be generated and distributed to you
for approval.

Importantly, for the same COB 26 January, the *new / full revaluation methodology* shows VaR decreased {$1.3MM) from
70.8mm to 69.5mm. | estimate that this would make CIO global VAR closer to $76MM vs. the currently reported number
>$115,

brisSigRton

We have completed all technology changes to support the daily production of the VaR under new methodology beginning
from Monday.

Thanks and please let me know if you have any questions,

Keith

Keith Stephan

Chief Investment Office

JPMorgan Chase

100 Wood Street, London, EC2V 7AN
Tel B: +44(0)207 325 8812

Mob ®: +44(0)759 592 1539

Email [(: keith.stephan@jpmorgan.com
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From: Dey, Ashish K <ashish.k.dev@jpmchase.com>

Sent:  Mon, 30 Jan 2012 16:50:13 GMT

To: Weiland, Peter <peter.welland@jpmchase.com>

cC: Rajesh, Govindan X <govindan.rajesh@jpmchase.com>

Subject: RE: draft of the MRG review of the HVAR methodology for the CIO core credit books

Pete — | talked to Rajesh and we agree that the new VaR is a clear improvement over the production version.
" Please go ahead with the implementation of the new HVaR methodology for the ClO credit books. Best regards!
Ashish.

From: Weiland, Peter

Sent: Monday, January 30, 2012 11:40 AM

To: Dev, Ashish K

Cc: Rajesh, Govindan X; Stephan, Keith; Goldman, Irvin J; Lee, Janet X; Chandna, Sameer X
Subject: RE: draft of the MRG review of the HVAR methodology for the CIO core credit books

I just sat with Rajesh to discuss. Ashish we tried to call you but | guess you were away from your desk.

We are going to proceed with the new VaR vector. Rajesh will endeavor to distribute a new version of the approval
document, but he has gotten some comfort from the data that he received from Pat this morning that Numerix and West End
agree. . :

In any event the new VaR is a clear improvement over the production version, which helps to make us comfortable with the

decision.
Best,
PeteA
ammamn = Redacted by the Permanent
Peter Weiland Subcommittee on Investigations

Tek +1 212 834 5549

wmob: +1 |

From: Dev, Ashish K

Sent: Monday, January 30, 2012 10:43 AM

To: Weiland, Peter

Cc: Rajesh, Govindan X

Subject: RE: draft of the MRG review of the HVAR methodology for the CIO core credxt books

Pete - | believe you have been looking for me. | am sorry | had a 8:30AM meeting outside the ofﬁce which went on
. past the 10AM end. | did not get a chance to talk to Rajesh either. But my view is that if January tests look all right,
we should go ahead and implement the new model even before the MRG review is completed. Regards! Ashish.

From: Weiland, Peter .

Sent: Monday, January 30, 2012 7:40 AM

To: Dev, Ashish K

Subject‘ FW: draft of the MRG review of the HVAR methodology for the CI0 core credit books

Hi Ashish -

Permanent Subcommittee on Investigations
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Do you have any thoughts on this matter? | don’t know how material the requested testing note is to the validity of the VaR,
but if possible we would like to move forward with the new VaR, which is a significant improvement on the production
version.

I have reminded Pat of the urgency of producing the testing note.

"Please let me know if we can proceed with this importanf upgrade.

" Thanks,

Pete
wmasee = Redacted by the Permanent

Subcommittee on Investigations

Peter Weiland
Tel: +1 212 834 5549
Mob: +1

From: Rajesh, Govindan X

Sent: Friday, January 27, 2012 10:59 AM

To: Welland, Peter; Dev, Ashish K

Subject: RE: draft of the MRG review of the HVAR methodology for the (IO core credit boo)s

Pete,
I guess this is a question for Ashish.

Ashish, .
We've circulated a draft of the review, but it will take another couple of days to publish, since we are waiting for one

additional testing note from Pat. Do you think it is OK for CiO to go live today?

Rajesh

From: Weiland, Peter

Sent: Friday, January 27, 2012 10:48 AM

To: Rajesh, Govindan X .

Subject: Re: draft of the MRG review of the HVAR methodology for the CIO core credit books

Can we start using today?

Peter Weiland e = Redacted by the Permanent ‘ s
IPMorgan ‘ Subcommittee on Investigations i
0:+1 212 834 5549 : : - S
m: +1 AR

From: Rajesh, Govindan X :
Sent: Friday, January 27, 2012 09:39 AM .
To: Stephan, Keith; Pirjol, Dan -

Cc: Weiland, Peter; Hagan, Patrick S

Subject: RE: draft of the MRG review of the HVAR methodology for the CIO core cred" it books -

PS: we're still waiting for the testing note showing that the pricer used for VaR matches the Numerix model. of course, we'l}
update the review to make it clear that an in-depth review of that will be done separately. :

Rajesh
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From: Rajesh, Govindan X . :
Sent: Friday, January 27, 2012 9:38 AM ;
To: Stephan, Keith; Pirjol, Dan

Cc: Weiland, Peter; Hagan, Patrick S; Martin-Artajo, Javier X; Shen, Charles; Bang:a, Anil K; Christory, Jean-Francois A; Scott, Brian
GO

Subject: RE: draft of the MRG review of the HVAR methodology for the CIO core credit books

Thanks Keith. The last 3 were actually recommendations, not action plans, but it is good to have commztted timelmes on
them.

Regarding the second AP, could you confirm that for illiquid series with material exposures, you will use the Credit Hybrids ' o
risk mapping tool to map them to the on-the-runs? ;

‘ Thanks,
Rajesh

From: Stephan, Keith

Sent: Friday, January 27, 2012 9:29 AM

To: Pirjol, Dan;. Rajesh, Govindan X

Ce: Weiland, Peter; Hagan, Patrick S; Martin-Artajo, Javier X; Shen, Charles, Bangia, Anil K; Christory, Jean-Francois A; Scott, Brian
GO

Subject: FW: draft of the MRG review of the HVAR methodology for the CIO core aredit books

Importance: High

Hi Dan and Rajesh A ) - §

Please can you review the below action plan responses which | hope will satisfy final approval of the model? importantly, |

anticipate that point one {automation / industrialization) will be delivered by Monday a.m. as the team are well ahead of

schedule ~ this work has been happening in the background through the testing phase. I've tried to put reasonable estimates

around each of the points below — and given the priority of this initiative, | would suggest that each will be completed with
- dedicated focus, and | would envision that we will deliver more quickly than the (worst-case) timelines I've provided below.

Happy to discuss if you need further information.

Thanks
Keith

o QOperational risk. The VaR computation is currently done off spreadsheets using a manual process. Thus
" it is error prone, and not easily scalable. :
o ACTION PLAN: CIO should upgrade the infrastructure to enable the VaR calculation to be automated, !
and less subject to operational errors. Item Owner: Patrick Hagan, Completion Date: TBD
[o] .

The MRM coverage team, technology and QR resources have identified an implementation plan, and will be working through
the weekend of 29 Jan 2012 to complete automation required to run the VaR simulation daily, and to store results and vectors
in a database. The MRM coverage team has agreed and SLA {service-level agreement} with the analytics team to produce the
vector by 10h00 GMT daily, to provide time to analyse results and to ensure quality contro! before upload to MaRRS.
Estimated completion: Tuesday 31 January 2012, {Owner: Samir Patel, Patrick Hagan)
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o ACTION PLAN: CIO should establish a process to monitor the size of the positions with ex;}osure to the
illiquid time series, and if the exposures are material should risk map the positions to on-the-run time
series. Item Owner: Patrick Hagan, Completion Date: TBD

The MRM coverage team, and QR resources have agreed an action plan to 1) define ‘iliquid instruments’ and 2) to monitor
size of exposures to illiquid instruments on the basis of CS01 and Corr1% sensitivies. Where exposures to illiquid instruments
exceed agreed thresholds, instruments will be mapped to ‘on-the-run (¢orrelation) series” instruments’ time-series (currently
ITX.MN $9, CDX.IG $9, and CDX.HY 59) consistent with market convention, and the 1B Credit Hybrids business. Estlmated
completion: Friday 24 February 2012. (Ownerjulxen Grout, Sameer Chanda)

o ACTION PLAN: CIO should re-exaniine the data quality and explore alternative data sources. For days
with large discrepancies between dealer marks and 1B marks, the integrity of the data used for HVAR
calculation should be verified.

Thé MRM coverage team, and QR resources will compare market data time-series history vs. DataQuery, and dealer-marks.
This process has been conducted previously, and will be re-visited to ensure the integrity of time-series. Given illiquidity of
certain instrumentation, and especially in cases where ClIO maintains positions in instruments where IB Credit Hybrids may
not, we have found irregular patterns in DataQuery data, and amended our market data / time-series to reflect Dealer mid
marks. An action plan to perform periodic review of time-series vs. DataQuery and dealer-marks has been agreed, to ensure
on-going continuity of time-series history. The team will conduct a regular, 1x monthly review of time-series, attended by
Front Office, MRM coverage, and QR resources to discuss discrepancies. Discrepancies which cannot be resolved will be
escalated to the ClO Valuation Control Group for independent verification of prices / spreads. Further, in cases where time-
series have been overridden by committee or by Valuation Control Group, the team will put forward an action plan to ensure
adequate control, record-keeping and audit trail for time-series amendments which deviate from DataQuery. Estimated
completion: Friday 24 February 2012, (Owner: Keith Stephan, Julien Grout} ’

o ACTION PLAN: For the purpose of capital calculation at firm-wide level, the CIO risk measures
- including VaR will have to aggregated with the risk metrics of the IB portfolio.For consistency the
VaR methodologies used by the two groups must be reasonably similar. We recommend that CIO
investigates using ‘absolute daily changes for the base correlations, similar to the methodology adopted

in IB.

The MRM coverage team, and QR resources will compare the current relative shifts in base correlation vs. the absolute shifts.
This is @ medium-term action plan target, and given estimated work-load may require a number weeks to complete. An action
plan toreview the results will be agreed between MRM coverage, QR resources and Front Office. The findings of that study
will be published to Model Review Group, and will form the basis of further discussion, related to course of action,
practicability, and resonableness of a move toward absolute base correlation shifts. If it is determined at the conclusion of
the study, that a move to absolute correlation shifts is required, a further action plan will be established to commence the
project to make this variation in computation and market data collection. Estimated completion: Friday 27 April 2012.
{Owner: Patrick Hagan, Keith Stephan, Julien Grout)

From: Pirjol, Dan

Sent: 25 January 2012 19:33

To: Hagan, Patrick S; Weiland, Peter; Stephan, Keith; Bangla, Anil K; Bessin, Jean-Francois X
Cc: Rajesh, Govindan X; Shen, Charles; Scolt, Brian GO

Subject: draft of the MRG review of the HVAR methodology for the CIO core credit books

All,

JPM-CIO-PSI 0000190



please find attached a first draft of the MRG review of the HVAR methodology for the ClO core credit books. Please send me
your comments and suggestions by the end of the
" day Friday Jan.27.

Pat, please let me know if you agree with the formulation of the action plans, and what are your suggested completion dates,

Best regards,
Dan
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From: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>

Sent:  Wed, 18 Apr 2012 21:51:26 GMT :

To: Hagan, Patrick S <patrick.s.hagan@jpmorgan.com> ' .
Sr*iect: Fw: CIO VaR

What happened here ?

From: Stephan, Keith

Sent: Wednesday, April 18, 2012 08:03 PM
To: Macris, Achilles O; Martin-Artajo, Javier X
Cc: Weiland, Peter

Subject: FW: CIO VaR

FYI -we discovered an issue related to the VAR market data used in the calculation which we need to discuss. This means
our reported standalone var for the five business days in the period 10-16th April was understated by apprx $10mm. This
increases our marginal contribution to the Firm by $3.5mm. The unfortunate part is the firm is running close to its limit (CIO
is within it's limit as it stands) and this will put the firm over. Which is something Pete is going to explain to irv, Ashley, et
al. as it will require approval / one-off limit extension / or permanent var limit increase for the Firm.

The market data used by Pat / Samir in the methodology for revaluation of the VAR was not inclusive of the major moves of
10 april that caused the realized pnl of -395mm. We have corrected this - and I'm investigating how / why this happened.

Standalone Synthetic Credit VaR 10/04/2012  11/04/2012  12/04/2012  13/04/2012  16/04/2012  17/04/2012
HVaR-95 Uploaded 55,840,398 55,058,312 55,180,605 58,812,234 59,120,658 64,146,238

H; 75 Restated by QR 66,598,296 66,502,483 64,193,746 68,404,469 68,853,160

Vai. Jiff 10,757,898 11,444,171 9,013,141 9,592,235 9,732,501

Thanks

Keith

From: Stephan, Keith
Sent: 18 April 2012 18:02
To: Weiland, Peter

Cc: Man, George KB
Subject: FW: CIO VaR

Hi Pete - we have been going through the market data related to the realized pnl of 10 april (-6395mm) as thiswas not
properly reflected in our market data environment for the VaR historical simulation. We have corrected the simulated pnl
for the 10th April to be consistent with the mkt moves that drove the PnlL on that date, The restated P&L vector for cob 10-
Apr was included in today’s cob 17-Apr VaR submission.

This loss increased Synthetic Credit / CIO Var by $5mm and marginal VaR contribution to Firm by $3.7mm assuming all VaR
“feeds are now in the latest snapshot.

£ “Sicture (Device independent Bitmap)

.
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From: Hagan, Patrick S

Sent:  Thu, 22 Dec 2011 13:39:05 GMT

To: Grout, Julien G <julien.g.grout@jpmchase.com>
Subject: FW: RWA - Tranche Book

--—-QOriginal Message-----

From: Drew, Ina

Sent: Thursday, December 22, 2011 1:06 PM

To: Martin-Artajo, Javier X; Wilmot, John

Ce: Macris, Achilles O; macris@ (|l N <51, Bruno M; Hagan, Patrick S
Subject: RE: RWA - Tranche Book

Can you break out the cost again please of each
13 bit . '

1bil hg

1 bil clo mtm

-—--Original Message-—--

From: Martin-Artajo, Javier X

Sent: Thursday, December 22, 2011 8:00 AM

" To: Drew, Ina; Wilmot, John

Cc: Macris, Achilles O; macris@ A, Iksil, Bruno M, Hagan Patrick S
Subject: RE: RWA - Tranche Book

CLOs and Tranches MTM SAA . HG Mandate AFS SAA .
Will come back with total cost under normal trading and 90 days window .

-—-Original Message---—-

From: Drew, Ina

Sent: 22 December 2011 12:49

To: Martin-Artajo, Javier X; Wilmot, John

Cc: Macris, Achilles O; macris@ I xsi!, Brono M; Hagan, Patrick S
Subject: Re: RWA - Tranche Book

Total cost including hg and clo. (All in trading not saa, correct?)

--—- Original Message -----

From: Martin-Artajo, Javier X

To: Drew, Ina; Wilmot, John

Ce: Macris, Achilles 0; macris@ W s, Bruno M; Hagan, PatnckS
Sent: Thu Dec 22 07:46:36 2011

Subject: RWA - Tranche Book

Permanent Subcommittee on Investigations
EXHIBIT #46
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Ina/John

We are in a position to reduce 15 Bin by end of Q1 by :

- Reducing Tranche Book 13 Bin
- Reducing CL.O Book 1 Bln ( as per the CLO conversation )
- Reducing HG Book 1 Bln ( as per our HG Bank conversation)

Tranche Book

Under normal circumstances the Credit Derivatives Book will reduce three months of duration ,
expire the March rolls , improve both the Capital CRM and VAR/Stress numbers , and will
require some further reductions and optimization in the actual position ratios .

The estimates of reductions will be :

Model reduction QR CRM ( acknoledged already ) 5 ( Pat estimate)
Model reduction QR VAR 0.5 ( Pat estimate)

Model Reduction QR Stress 1.5 (Pat estimate)

Reduction for duration shortening 1 Actual

Book Optimization 3 Estimate

Book Reduction 2 Trading reduction

TOTAL 13 Billion RWA end Q1 2012

The actual cost for these reductions will probably lower than 100 MM if the Book Reductién
needed and is limited to reducing the Book after all the previous changes in three Strategies { See
attachment if needed ) . '

This does not include the cha}]énging but benefit of getting the actual diversification value that
currently QR is not asigning to CIO and will be part of our effort to convince QR/Risk/CFO of
the merits of this benefit . We will need to plan for a New York deep dive coordination with Risk
Management , Finance and QR for end of January/Beginning of February .

Regards

Javier

Confidential Treatment Requested by J.P. Morgan & Co. | : JPM-CIO-PSI 0000033
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--—Qriginal Message-----

From: Drew, Ina

Sent: 22 December 2011 00:55

To: Martin-Artajo, Javier X; macns@_
Cc: Wilmot, John

Subject: Rwa

We are running an additional rwa reduction scenario. Can u send John and I a scenario whereby
the tranche book and other trading assets are reduced by an incremental 15 bil-in the first
-quarter? Not a stress scenario, so assuming normal (whatever that is now - not year end) -
liquidity. Pls list by trading strategy, ie: credit tranche, other trading positions, with cost estimate
- (background: trying to work with ccar submission for firm that is acceptable for an increased
buyback plan). Need in early ny morning -

Confidential Treatment Requested by J.P. Morgan & Co. JPM-CIO-PSI 0000034



From: Weiland, Peter <peter.weiland@jpmchase.com>
Sent:  Fri, 02 Mar 2012 21:31:43 GMT
To: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>

- Goldman, Irvin ] <irvin.j.goldman@jpmchase.com>; Enfield, Keith ‘
- CC; <Keith. Enﬁeld@]pmorgan com>; Stephan, Keith <keuth stephan@]pmorgan com>; Hagan,
Patrick S <patrick.s. hagan@]pmorgan com>; Wilmot, John <JQHNAWILMOT@]pmorgan com>

Subject: Fw: CIO CRM results

Javier -

We got some CRM numbers and they look like garbage as far as | can tell, 2 3x what we saw before. They came from the
technology guy running the process, so probably QR has not even reviewed the resuits.

Obviously a lot of work to be done here.

Pete

Peter Weiland

JPMorgan

0:+1212 834 5549

m: +1

From: Weiland, Peter

Sent: Friday, March 02, 2012 03:50 PM

To: Krug, Kevin

Cc: Bangia, Anil K; Kabia, Amy A; Enfield, Keith
Subject: RE: CIO CRM results

Thanks Kevin. We will definitely need to look carefully into these numbers.

These results, if I understand them, suggest that there are scenarios where the CiO tranche book could lose $6B in one year.
That would be very difficult for us to imagine given our own analysis of the portfolio.

Pete

, wewwes = Redacted by the Permanent
Peter Weiland Subcommittee on Investigations
Tel: +1 212 834 5549
Mob: +1 I

From: Krug, Kevin )

Sent: Friday, March 02, 2012 3:44 PM

To: Weiland, Peter

Cc: Bangia, Anil K; Kabia, Amy A; Enfield, Keith
Subject: CIO CRM results

Hi Pete,

Sorry for the late response, but | wanted to be able to provide some additional information with the numbers, which took
some time to gather. As you can see your CRM numbers have increased significantly with the new hierarchy runs. It looks like
there was already a trend upward that the new numbers are consistent with, élthough I'm sure that's not the right way to
look at it. QR is investigating the drivers of the change and will provide further information as it becomes available. The tables

below show the broduct counts for the 18 of Jan (last day of old hierarchy) and the 22" of Feb (last completed run with the
new hierarchy). There were also 4 positions rejected due to missing ccy’s on 1/18 and 6 positions rejected on 2/22 due to

Permanent Subcommittee on Investigations
EXHIBIT #47
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missing spread curves. These positions can be seen by filtering on the last column of the attached file. You should at least
make sure that we have all of your positions. '

Regards,
Kevin

CiO CRM.
(SMM)

Date

Oid Hierarchy

New Hierarchy

Jan 4th
Jan 11th
Jan 18th
Jan 25th
Feb 1st
Feb 8th
Feb 15th
Feb 22nd

1,866
2,344
3,154

NIA
5732

Needs Re-run
Needs Re-run

6,301

Count of PCM P

roduct

Jan 18, 2012

CDSINDEX

TRANCHE

Grand Total

XJCFADX/EUR
CRD

CcDS
INDX -

13

16833

8445

25291

Count of PCM P

roduct

Feb 22, 2012

cDS

CDSINDEX

TRANCHE

Grand Total

19160

26827

Synthetic Credit

Confidential Treatment Requested by J.P. Morgan & Co.
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From: Vigneron, Olivier X <olivier.x vigneron@jpmorgan.com>
Sent: Wed, 07 Mar 2012 17:08:15 GMT

To: Venkatakrishnan, CS <cs.venkatakrishnan@jpmorgan.com> »
Subject: RE: New CRM numbers ...

great thanks

From: Venkatakrishnan, CS -
Sent: 07 March 2012 16:57

To: Vigneron, Olivier X

Subject: RE: New CRM numbers ...

I will ask if you and | can see him on Friday. Venkat

From: Vigneron, Olivier X

Sent: 07 March 2012 16:56

To: Venkatakrishnan, CS; Chnstory, Jean-Francois A
Subject: RE: New CRM numbers ..

| know of him but have not yet met him...

From: Venkatakrishnan, CS

Sent: 07 March 2012 16:48

To: Vigneron, Olivier X; Chnstory, Jean- Francoas A
Subject: RE: New CRM numbers ..

Ashley has invited Javier to my meetmg with him. | will tell him that thisis a pnonty and mention you, Olivier. Do you
know Javier? :

From: Vigneron, Olivier X

Sent: 07 March 2012 16:47

To: Venkatakrishnan, CS; Chnstory, Jean-Francons A
Subject: RE: New CRM numbers ..

meeting this guy is one of my top priority on CiO side. | need to sharpen my tools before hand but | am comfortablevto
face him...

From: Venkatakrishnan, CS
Sent: 07 March 2012 16:35

To: Christory, Jean-Francois A
Cc: Vigneron, Olivier X

Subject: FW: New CRM numbers ..

1 am cc’ing the firepower ;-)

We obviously need to address his issues. Has the model been discussed with him? Has he raised this with us before? Or
is that an example of “institutional inertia” also? ;-)

Permanent Subcommittee on Investigations
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From: Christory, Jean-Francois A -
Sent: 07 March 2012 16:19

To: Venkatakrishnan, CS

Subject: FW: New CRM numbers ...

FY1. Historically we have not replied to this type of e-mails and worked our way through Pete Weiland on the risk side to
get comfortable with the positions. We can obviously decide to change the strategy now if we are going to have more
firepower on the frontlines. '

IF

From: Hagan, Patrick S

Sent: Wednesday, March 07, 2012 11:12 AM

To: Martin-Artajo, Javier X; Weiland, Peter; Iksil, Bruno M; Grout, Julien G
Cc: Bangia, Anil K; Christory, Jean-Francois A; Stephan, Keith; Broder, Bruce
Subject: New CRM numbers ...

The CRM represents the worst loss over a 12m horizon at the 99.9% confidence level. With their new model, QR is
reporting that we have a stand alone CRM of roughly 6bn. This is radically higher than the worst loss we see at the same
confidence level; the loss we see is far below 2bn.

The worst case scenario as identified by QR at the 1 in a 1000 level is
CDX HY spreads widen by a factor of 2.02
CDX IG spreads widen by a factor of 2.37
ltraxx MN spreads widen by a factor of 3.46

There are also 3HY defaults, 2 IG defaults, and 4 ttraxx defaults

Using a top down, full repricing approach, we calculate the 12 month loss in this case as between 2.54bn and 2.78bn,
depending on various assumptions about the full scenario. Note that QR does not construct the fuli 12m profit/loss
under each scenario; instead QR "re-centers" the results. This neglects carry, a key feature of our books. Also, even
though our book benefits from defaults, by subtracting the mean outcome from the P/L, their calculation gives us event
risk to defaults. This is why we prefer our approach. '

We see the bad scenarios generated by QR as being much much rarer than indicated in their model. For example, in our
model, the probability of the spreads widening as in the QR scenario is much less than 1 part in 1000. Under our model,
the QR scenario is at v '

3.76 standard deviations {probability: 0.000084) if we do not include mean reversion in our model

4,93 standard deviations {probability: 0.000000416) if we do include mean reversion in our model
Moreover, including the probabities of realizing the defaults indicated in the QR scenario would greatly lower these
probabilities further.

Suppose we construct the scenario by going in the same direction as the QR scenario, but stopping at the 0.001
probability level. If we did not model mean reversion, this would yield the scenario

CDX HY spreads widen by a factor of 1.79, and there are 3 HY defaults

CDX 1G spreads widen by a factor of 2.05, and there are 2 |G defaults

itraxx MN spreads widen by a factor of 2.79, and there are 4 Itraxx defaults
This scenario would result in a 12month loss of around 1.28bn.

Moreover, if we model mean reversion, then going in the same direction as the QR scenario, but stopping at the 0.001
probability level would yield the scenario

CDX HY spreads widen by a factor of 1.57, and there are 3 HY defaults

CDX IG spreads widen by a factor of 1.73, and there are 2 IG defaults

ltraxx MN spreads widen by a factor of 2.20, and there are 4 Itraxx defaults
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This is not a particularly bad scenario for us, with the damage caused by the Itraxx widening being offset by positive
default payments and CDX widening. It yields a 12m loss of 0.14bn.

Examination of the path by path data provided by QR makes it appear that QR is using a Gaussian copula model, or some
* variant. This is distrubing. The Gaussian copula model, along with the popular variants, has been thoroughly discredited.
Reasons cited are:

* it has no physical or economic basis or justification,

* it is mathematically inconsistent,

* itis not arbitrage free,

* it is a static mode!, neglecting the dominant risk of the credit markets,

* it has failed in practice, being commonly cited a one of the proximate causes of hundreds of billions USD losses in the
industry.

Let us be clear here: Using the Gaussian copula mode! for hedging and trading purposes, requires fidelity between the
model and the market place for relatively small market moves. The Gaussian copuia model failed at this task. Hoping
that the model is somehow valid for extrapolating down to the 0.001 level risks is madness. The only conceivable excuse
for itis institutional inertia. :

Patrick S. Hagan

Chief Investment Office,
J.P. Morgan

100 Wood Street
London EC2V 7AN
United Kingdom

+44 (0)20 7777 1563
patrick.s.hagan@jpmorgan.com
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From: Martin-Artajo, Javier X <javier.x martin-artajo@jpmorgan.com>
Sent:  Thu, 08 Mar 2012 12:10:08 GMT

To: Drew, Ina <Ina.Drew@jpmorgan.com™>; Macris, Achilles O

) <achilles.o.macris@jpmorgan.com> -

cC: Goldman, Irvin J <irvin.j.goldman@jpmchase.com>; Weiland, Peter
: <peter.weiland@jpmchase.com>

Subject: RE: CIO CRM results

Ina,

I have a full presentation to explain the issues at SAA today .

The change in notional is not correct and the CRM is therefore too high . We need to understand better the way
they are looking at the scenario that creates the CRM and we also disagree with them on this . More work In
progress until we can understand how to improve the number but the if the result of an increase is due to an
increase in the long index but not on the tranches this makes no sense since this is not part of the CRM measure
and once we reconcile the portfolio this should be very clear of what we would do . First, go back to the results
of end of year so that we go to a more neutral position before trying to do what we have done with the
reduction of RWA due to VAR and StressVAR . { We are getting positive results here in line with expectations ) .

regards

From: Drew, Ina

Sent: 08 March 2012 00:29

To: Macris, Achilles O; Martin-Artgjo, Javier X
Cc: Goldman, Irvin J; Welland, Peter
Subject: Fw: CIO CRM results

Not consistant with your take. Let's discuss thurs.

From: Venkatakrishnan, CS

To: Drew, Ina; Hogan, John J.; Bacon, Ashley; Goldman, Irvin J; Weiland, Peter
" Sent: Wed Mar 07 19:12:25 2012

Subject: Fw: CIO CRM results

ina,

There are two related issues. The first is the $3bn increase in CRM RWA between Jan and Feb, from $3.1bn to

$6.3bn. The second is that your group believes that the absolute level of CRM RWA we calculate was highto

begin with in Jan. The second question requires us to explain our models to the satisfaction of yourteam. lam in
. London and spoke with Javier today and we will make this an urgent matter.

Based on our models, though, we believe that the $3bn increase in RWA is entirely explained by a $33bn
notional increase in short protection {long risk) in your portfolio between Jan and Feb. See table below.

Peter Weiland and your mid-office confirm this $33bn notional increase in long index risk. Further we both agree
that this position change resuits in a change of about $150mm (a decrease) in 10%CSW. Per our models, a
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roughly 10% capital charge {53bn) on this $33bn increase in risk is reasonable,

Also, to be dlear, there has been no model change on our end; the change in RWA for tranches has hardly -
changed over the month.

_lunderstand that we need to build your confidence in our models themselves but, given our models, we believe
the increase in RWA is well explained by the build up in your risk positions. '

1 will call you tomorrow from London to follow up, but you can reach me at 917-— ’

Thanks,

e = Redacted by the Perman.ent.
et ‘ Subcommittee on Investigations

From: Bangia, Anil K .
Sent: Wednesday, March 07, 2012 06:35 PM
To: Venkatakrishnan, CS

Subject: CIO CRM resuits

Standalone CRM

(SMM) Net Notional(SMM) Position Count

Jan 1Bth Feb 22nd Jan 18th _ Feb 22nd Puosition Jan 18th __ Feb 22n.
All CIO Positions 3154 6,301 n 25,291 2692
Index CDS: All Positions . 2043 6,224 16,833 19,1€
Index CDS: Common Positions 651 646 15817 1581
Index CDIS: Rolioff Positions* 4,037 55,081 1,018
Index CDS: New Posifions 9,579 ss618_ 33,527 _ 334
Index Tranche: All Positions 2,814 2,818 . 8,445 7,7¢
index Tranche: Common Positions 1,972 2174 7,334 7,33
Index Tranche; Rolioff Positions” 1,484 1,11
Index Tranche: New Positions ' 1,418 . Az

* includes 421 Dummy PCM Trades that were removed from PCM feed {4 CD5/227 Index CDSMS0 Trenéhes)
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From: Hagan, Patrick S <patrick.s.hagan@jpmorgan.com>
Sent:  Wed, 21 Mar 2012 12:10:40 GMT

Goldman, Irvin J <irvin.j.goldman@jpmchase.com™; Stephan, Keith <keith.stephan@jpmorgan.com>; .
Venkatakrishnan, CS <cs.venkatakrishnan@jpmorgan.com>; Christory, Jean-Francois A <jean-

To: francois.christory@jpmorgan.com>; Bangia, Anil K <anil k.bangia@jpmorgan.com>; Broder, Bruce
<bruce.broder@jpmorgan.com>; Enfield, Keith <Keith Enfield@jpmorgan.com>
CC: Martin-Artajo, Javier X <javier.x.martin-artajo@;jpmorgan.com>; Weiland, Peter

<peter.weiland@jpmchase.com>; Pat Hagan <pathagan1954@yahoo.com>
Subject: Optimizing regulatory capital

To optimize the firm-wide capital charge, | believe we should optimize the split between the tranche and mdex books.
The bank as a whole may be leaving $6.3bn on the table, much of Wthh may be recoverable.
Here is the situaton:

total 1B Clo
Alternative CRM floor: $41.7bn $28.3 $13.4
Model CRM: $35.4bn $18.3 $15.6
Effective CRM $41.7bn - $28.3 $13.5
IRC : $18.75

Note that the effective CRM is currently controlled by the Alternative CRM floor. We should be able to move some
directional trades out of the index book (to lower the IRC charge), and into the tranch book. This should increase the
model CRM, but not the alternative CRM. Intuitively, the optimum split would have the Model CRM and Ficor CRM
nearly equal.

I think QR is in a unique position to perform this optimization. Here's what | think can be done.

a) the split between the index book {subject to IRC) and the tranch book (subject to CRM) should be a theoretical split, a
matter of labeling for the capital calculations. If there is a natural split which helps us think about the positions, that's
different, but for the purposes of the capital calculation, the books should be combined and split on the optimal basis;

b) If X our suggested index-only portfolio that is split off the combined book, then the theoretical split would be

New tranch + hedge book = Old combined book - aX, '

New index book = aX,
where "a" would be 100% if we'd guessed the correct amount of directional hedges to remove from the combined book.
But the idea would be for QR to find the value of "a" which results in the minimum post-diversification captial charge for
the bank as a whole. With the capabilities shown to me by QR, | believe that they can accomplish this quite readily. The
idea would be for them to do the optimization every week when they calculate the charges. (Who gets the savingsis a
different discussion.) QR may have the capamty to put this in place by quarter end.

c) Our book has four main axes. The eventual aim would be to provide QR with four index-only portfolios U, V, X, Y and .
create the theoretical portfolios: :

New tranch + hedge book = Old combined book - all - bV - cX - dY

New index book = aU + bV + cX + dY ' _
Each week when QR calculates the firm's regulatory capital, they would have the additional task of determining the
optimum coefficients a, b, ¢, and d which results in the minimum RWA for IRC + CRM. The other components of
regulatory capital, historical Var and stress Var, aren't affected by the split, so this would be the optimal capital charge.
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The new rules have too many arbitrary factors of three for the regulatory capital to rationally reflect our risks. | don't
think we should treat this as regulatory arbitrage. Instead we should treat the regulatory capital calculation as an
exercise of automatically finding the best results of an immensely arbitrary and complicated formula.

~ Patrick S. Hagan
Chief Investment Office,
J.P. Morgan
100 Wood Street
London EC2V 7AN
United Kingdom

+44 (0)20 7777 1563
patrick.s.hagan@jpmorgan.com
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EXCERPTS FROM
- TRANSCRIPT OF AUDIO RECORDING PRODUCED
TO THE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS

Date:  March 21, 2012 Telephone Call
Parties: = Anil Bangia, Patrick Hagan
Bates Number: JPM-CIO-PSI-A 0000089

Mr Bangia: | think, the, the email that you sent out, I think there is a, just FYI, thereis a
bit of sensitivity around this topic. So --

Mr. Hagan: There, there is a lot of sensitivity.

Mr. Bangia: Exactly, so I think what I would do is not put these things in email.

Mr. Hagan: That’s exactly what I was told. Javier, Javier is the guy that asked me to
send out the email this morning. And then he found out from, from Pete and — yeah, and

he found out from some -- and Irv that this is ...

Mr. Bangia: Yeah, yeah, I wouldn’t put this you know in ....
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EXCERPTS FROM
TRANSCRIPT OF AUDIO RECORDING PRODUCED
TO THE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS

Date: March 21, 2012 Telephone Call
Parties: Patrick Hagan, Anil Bangia ,
Bates Number: JPM-CIO-PSI-A 0000090

Mr. Hagan: Hi Anil, this is.Pat,

Mr. Bangia: Hi Pat.

Mr. Hagan: Um, you know that email that I should not have sent?

Mr. Bangia: Um hum.

Mr. Hagan: Have youread it? Is that a feasible thing to do or is that impossible?

Mr. Bangia: Well it’s, in some ways it’s soniewhat feasible, once we have a bit more of
[indecipherable] development.  So, a lot of the IRC tools that I was showing you are
really based on a new model that is not in production yet. There is an old model that
Bruce [Broder] has run, so that’s the official model. So that has a very different offline
manual process that complicates things.

Mr. Hagan: [ see.

Mr. Bangia: And beyoﬂd’that it’s a matter of also, how much you guys should do it
independently versus what, how much we can actually do on optimizing it, right, so,
there’s that side of that as well.

Mr. Hagan: Yeah, I mean, the feeling frém the risk managers was that ... treating the
capital charge is this incredibly complicated mathematical function that we’re, of course,
going to optimize. And uh, they were less concerned about physically moving thmgs
from one physical book to another physical book.

Mr. Bangia: Yeah. Yeah. Ithink we should also make sure we don’t oversell this in the
sense that the stability of this, we have to see over time. So I, I would also not quote any

numbers on how much we think we can save, right?

Mr. Hagan: Yeah, the thing is I was hoping we could save about half that and that’s got .
to be split between the investment bank and us, so ...

Mr. Bangia: Hmm.

Mr. Hagan: It’s not clear, it’s not clear.
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Mr. Bangia: Yeah, yeah, it’s not clear.



EXCERPTS FROM
| TRANSCRIPT OF AUDIO RECORDING PRODUCED
TO THE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS

Date: March 21, 2012 Telephone Call
Parties:  Peter Weiland, Patrick Hagan
Bates Number: JPM-CIO-PSI-A 0000091

Mr. Weiland: I keep getting banged up .... I know you’ve had some emails back and
forth with Venkat and Anil or whoever on the optimization of the IRC and CRM and
everything else. Everyone is very, very — I told this to Javier the other day but maybe he
didn’t mention it to you — everyone is very, very sensitive about the idea — writing emails
about the idea of opt1m1zmg -

Mr. Hagan: [ got that sort of mentioned. I’d say it was mentioned to me [laughter].

Mr. Weiland: OK, so, I don’t know, Irv just came by again and sa1d “Oh, Venkat was
telling me he got another email from Pat you know —

Mr. Hagan: From me?

Mr. Weiland: Maybe it’s from a couple of days ago, I don’t know, but .... if you’re
sensitive to it, that’s all I wanted to know.

Mr. Hagan: Okay.
Mr. Weiland: So I think we can talk about, you know, allocation —
Mr. Hagan: Okay, so nothing about allocation, I understand —

- Mr. Weiland: — Uh, you see, the work of the risk manéger has very broad and unclear
borders sometimes. Anyway —

Mr. Hagan: — Okay. Idid write an email message. I didn’t realize it was sensitive to
that extent .... Ah, it’s all mathematics.

Mr. Weiland: — Yeah, well that’s, you know, the funniest thing is, the first time that
someone mentioned it to me I said, you know, ‘I’m sure that Pat just sees this as like a
math problem, an interesting and a complicated math problem. And all this other crap .
that goes on about, like, the implications of regulatory arbitrage and stuff like that is like,
completely boring’ [laughter].

Mr. Hagan: —No it’s not that I just get annoyed when I see us creatmg risks when
there were no risks —
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Mr. Weiland: Yeah, I know.

Mr. Hagan: -- that’s annoying. Ok, I understand the sensitivity. Tell Irv I'm sbrry.



From: Wilmot, John <JOHN.WILMOT@jpmorgan.com>
Sent: Tue, 03 Apr 2012 11:45:24 GMT

To: Drew, Ina <Ina.Drew@jpmorgan.com>
Subject: RE:

Here is my general reaction to this and to the document circulated last night:

1. 1 don't get the sense of clarity that we know what is driving the RWA {economic risk versus VaR, stress VaR, CRM and IRC) or
the p&l'- or more importantly that either will be manageable going forward

2. We are a significant player in @ market that is less liquid, hence any attempt to manage p&l or capital away from an "as is"
approach will either result in p&! dislocation or RWA constraints (a la 4Q11/1Q12)

3. We haven't made the case of how this book runs off and whether risk can be managed effectively within a fixed maturity, is
that we can de-risk without creating continual tail risk further out past tranche maturities. This plane will never land.

4. We also haven't made the case of what it costs to sagmﬂcanﬂy decrease the size of the book {(in my mind the only certain way
to reduce RWA)

| profess to probably being the least knowledgeable about this book amongst the senior team, so that leads me to be skeptical when we aren't
directly answering guestions. | think we have moved beyond the commercial utilization of this book in some jump-to-default capacity as it
exhibits neither acceptable risk/return profiles nor market liquidity characteristics to justify capital.

John C. Wilmot | Chief Investment Office | john.wilmot@jpmorgan.com | Work: (212) 834-5452 | Cell:_

----- Original Message-—--
From: Drew, Ina
Sent: Tuesday, April 03, 2012 6:52 AM e = Redacted by the Permanent

To: Wilmot, John -Subcommittee on Investigations
Subject: Fw: )

Read before the meeting

----- Original Message ----
From: Macris, Achilles O
" Sent: Tuesday, April 03, 2012 06:27 AM
To: Drew, Ina
Subject: RE:

OK - maybe to follow-up the "background" that | send to John when we asked him for Olivier's help?
The situation is as follows:

- Javier and team believe that the book is currently balanced for risk and P+L.

- Clearly maintaining this "neutrality” will be resulting in higher RWA than we originally anticipated.
- Olivier is now in our office and he is 100% involved with the RWA projections of our book and ways to bringing it lower. Nevertheless, | don't
believe that we will able to be precise in our RWA targeting as there are still several moving pieces in methodology etc. The best we can do for
the next week(s) is to operate with RWA ranges as opposed to exact targets. :
- Javier believes that retaining the existing book "as is" will generate no less than $750m in P+L until the end of the year and clearly much more
if we experience defaults and the value reversal on IG forwards.
- Unfortunately, the above "as is" approach will likely result in a minimum of $45b RWA at the end of the year and likely in a $46-52b range.
- If we can't allocate these levels of RWA, and we must reduce it, then the pace of the reduction would be very relevant for the P+L. In order to
maintain, risk neutrality in the book, we will need to be reducing the liquid on the run IG, parallel to reducing the short HY. The luck of liquidity
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in HY, would likely delay the pace of IG liquidation and thus RWA reduction. Projecting a 50% reduction of the IG/HY by the end of the year, will
be reducing RWA to the mid $30s. An orderly reduction will preserve over 60% of the P+L of the "as is" scenario above. Specifically, this
approach would retain the jump to default but it will realize less curry than the over $2m daily, as of now.

My recommendation is the gradual reduction to a $35b RWA target by year-end. | realize that this is higher than what we have all hoped for. |
am very concerned by over-acting in the market relative to our size and poor liquidity. We really need to minimize our market involvement and
focus our activity to certain RWA reduction plans (pre-priced by Olivier) while utilizing liquidity in an orderly way. )

Best,
Achiiles

From: Drew, Ina

Sent: 03 April 2012 00:39
To: Macris, Achilles O
Subject:

After we finish our review tomorrow, | will need you to prepare a short summary for hogan and jamie. We can talk about how to best present
the gameplan.
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From: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>

Sent:  Mon, 30 Jan 2012 21:02:17 GMT

" To: ‘Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com> -
Subject: there is more loss coming in core credit book :

" Ireckon we have another 50M coming from CDX 1GS éxposure. The guys have a huge skew trade on and they will defend itas
much as we do. | think | should take the pain fast over to next month. { have tried but it will ot move : they have moved some
of those trades out at BOA but BNP, CSFB and BARCLAYS go for the fight. It is pointless in my view to go for a fight. We will roll

_down and recover the loss. But i have to let it g0 . The day when either we have a panic or names like Radian, MBIA recover,
the position will be at profit because the forwards will collapse. Now | just grow the exposure and the CS01 moves up.

Permanent Subcommittee on Investigations

- EXHIBIT #53 ‘ N
- Confidential Treatment Requested by JPM-CIO-PSI 0901 225



From: Goldman, Irvin]J

Sent:  Tue, 14 Feb 2012 01:22:17 GMT

To: Drew, Ina <Ina Drew(@jpmorgan.com>
Subject: Re: Csbpv limit- please read

yes to all.

. -—- Original Message -

From: Drew, Ina

To: Goldman, Irvin J -

Sent: Mon Feb 13 20:21:04 2012
Subject: Re: Csbpv limit- please read

I have no memory of this limit. In any case it need to be recast with other limits. Its old and outdated

-—-- Original Message ~—-
From: Goldman, Irvin J

To: Drew, Ina -

Sent: Mon Feb 13 20:18:38 2012
Subject: Csbpv limit- please read

Ina,
1 will review thoroughly tomorrow as pete emailed me tonight. Not sure why it did not come up before,
Wanted to give you heads up.

I copied below from his email:

We have a global credit csbpv limit. It was set up at the initiation of the credit book, Unfortunately we
have been breaching for most of the year. Lavine's team is going to send out a notification (just within
CI0) probably tomorrow.

the big portfolio changes they made in the tranche book in Dec/Jan. caused the increase.

We will need a one off limit increase .
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- === Redacted by the Permanent
From: Keith Stephan <keith stephan@jpmorgan.com> Subcommittee on Investigations

Sent:  Fri, 17 Feb 2012 14:11:26 GMT

To: BRUNO IKSIL <BIKSIL2 @l BRUNO IKSIL <bruno.m.iksil@jpmorgan.com>
Subject: FW: CIO Global Credit spread BPV limit breach- COB 02/09/2012

Bruno - can you read the below draft and let me know if you agree /w the points - think we need to get Javier on
board w/ this before we send out formal limit request

From: Stephan, Keith

Sent: 16 February 2012 17:09

To: Weiland, Peter

Cc: Lee, Janet X; Chandna, Sameer X

Subject: RE: CIO Global Credit spread BPV limit breach- COB 02/09/2012

Since mid-January CIO has been in breach of its global csbpv limits, driven primarily by position changes in the
tranche book.

The csbpv methodology adds the csbpv sensitivities of all the credit products, unadjusted for correlations. As IG
and HY positions have been added in January (with a hedge ratio of roughly 5x) the net csbpv prints a positive
number even though on a beta-adjusted basis the book is relatively flat.

Market Risk is currently reviewing all limits and most likely will remove the csbpv limit to be replaced with a
set of credit-spread-widening (CSW) limits to better reflect the risk of the portfolio in material market moves.
Until the new limits are implemented we will propose a one-off to the csbpv, up to $20mm, as we find that the
stress and csw measures are more appropriate indicators of the risk of the portfolio.

As you can see below - the CSBPV measure vs. 10% CSW shows that the book has been reasonably balanced
despite the headline bpv looking much longer. This is not the case in the 50% CSW measure, as the parallel
relative shifts of 50pc have the effect of steepening the already upward sloping credit curves, hence makes
losses look higher when compared with the 10pc measure. This can be seen clearly in comparison of the 50%
CSW measure vs. the Large Flattening Selloff / Credit Crisis scenario P&L, which simulates more realistic (i.e.
flattening) curve dynamics in the large (circa 50%) selloff. The book, in this case, benefits, given that in
CDX.IG, long forward risk is achieved via flattener positions, i.e. the stress loss for the IG strategies in the large
flattening selloff is -100mm vs. -1bn in the 50% parallel move.

50% vs LFS:
ITX XO +0.5 vs +0.65 Diff $+0.15bn
ITX MN -1B vs -1.3B Diff $-0.3bn

CDX HY +1.4B vs +1.8B Diff $+0.4bn
CDX IG -1B vs -0.1B Diff $+1bn

[cid:image002.png@01CCECCD.B941A680]

50% parallel shock vs. Large Flattening Selloff:
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[cid:image003.png@01CCECCD.B941A680]

‘50% vs LFS:

ITX XO +0.5 vs +0.65 Diff $+0.15bn

- ITXMN -1B vs -1.3B Diff $-0.3bn
CDXHY +1.4B vs +1.8B Diff $+0.4bn
CDXIG -1B vs -0.1B Diff $+1bn

From: Weiland, Peter

Sent: 15 February 2012 23:39

To: Stephan, Keith

Cc: Lee, Janet X

Subject: FW: CIO Global Credit spread BPV limit breach- COB.02/09/2012

How about this? Maybe you can edit and add your graphs if you think it would help.

~ Since mid-January CIO has been in breach of its global csbpv limits, driven primarily by posmon changes in the
tranche book.

The csbpv methodology adds the csbpv sensitivities of all the credit products, unadjusted for correlations. As IG
and HY positions have been added in January (with a hedge ratio of roughly 5x) the net csbpv prints a positive
number even though on a beta-adjusted basis the book is relatively flat.

Market Risk is currently reviewing all limits and most likely will remove the csbpv limit to be replaced with a
set of credit-spread-widening (CSW) limits to better reflect the risk of the portfolio in material market moves.
Until the new limits are implemented we will propose a one-off to the csbpv, as we find that the stress and csw
measures are more appropriate indicators of the risk of the portfolio.

Pete: mmeess = Redacted by the Permanent

Subcommittee on Investigations

Peter Weiland (
Tel: +1 212 834 5549

Mob: I

From: Hassan, Syed S
- Sent: Wednesday, February 15, 2012 3:51 PM

To: Hassan, Syed S; Lee, Janet X; Stephan, Keith; D'costa, Karolyn K; Xiong, Bo
- Cc: MRM CIO NA; MRM External Reporting; Weiland, Peter -

Subject: RE: CIO Global Credit spread BPV limit breach- COB 02/09/2012

Hi Janet & Keith

Can you please advise on the below request? We'd like to get the notification out as the excession has been
ongoing for a while now. Thanks.

Regards,
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Hassan-

From: Hassan, Syed S :
© Sent: Monday, February 13, 2012 2:37 PM
To: Lee, Janet X; Stephan, Keith; D'costa, Karolyn K; Xiong, Bo
Cc: MRM CIO NA; MRM External Reporting
Subject: CIO Global Credit spread BPV limit breach- COB 02/09/2012

Hi Janet & Keith,
The following CIO Global Credit Spread BPV limits have been breaching since the aforementioned period.

Can you please examine and confirm the breaches as valid? If so, please also provide some commentary
surrounding the breaches? Thanks.

[cid:image001.png@01CCECCC.BD81DDBO]

Regards,

Syed Hassan | Market Risk Management & Reporting | Chief Investment Office | J.P. Morgan | 2nd floor, 277
Park Avenue, NY | 212.270.2562| Syed.S.Hassan@JPMorgan.com.

This email is confidential and subject to important disclaimers and
conditions including on offers for the purchase or sale of
securities, accuracy and completeness of information, viruses,
confidentiality, legal privilege, and legal entity disclaimers,
available at http://www jpmorgan.com/pages/disclosures/email.
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11182012 ClO Chief tnvastmant Oﬁ‘ ice ClO Gluhal Credlt Crodit Spread BPV - Total 38018 12 000,000 12 4?8 483 5 ~47B 463, 894
1]19/2D12 CIO Chief invastment Office ClO - Glabal Credit - Cradit Sprsad BPY - Total 38018 12,000,000 12 242 582 67 -242 682.665
12072012 [Cl0 Chief Investment Office CIO - Global Credlt - Credit Spread BPY - Total 38019 12,000,000 11,085751.04 834 248.965
1723/2012 olle] Chief Investment Offica GIO - Global Credit - Credit Spread BPV - Total 38019 12,000,000 11,192.662.64 807 A47.367
172412012 clo Chief Invastment Offica CIO - Global Cradit - Credit Spread BPV - Total. 36019 12,000,000 11,674 B76.30, 126,323.887
172602012 clo Chief Investment Office CIO - Global Credit - Cradit Spraad BPV - Total 38018 12.000,000] 12795 898,84 ~796,658.842
1726802012 [CIO Chisf Invastment Office ClO - Global Cradit - Credit Spraad BPV : Total 38019 12,000000f 13,579,489.16 -1579,489.168] -
ﬁ_?'2,'7/30‘1~2 e Chisf Investment Office CIO - Global Credit - Cradit Spraad BPV - Total 38019 12000000 1483670128 -2 835701.261
1430/2012 Clo Chisf lnvestment Office CIO - Glabal Cradit - Cradit Spraad BPYV - Total 38018 12,000,000 18607,706.95] -4.607 706.965
1212012 |CIO Chief Investmant Offica CIO - Global Credit - Cradjt Spread BPY - Tatal 38019 12,000000| 16,087 897.20 -4,087 987.197
212012 ClO Chigf Investment Office CIQ - Global Cradit - Credit Spresd BPY - Total 38019 12000000] 14328 947 B4 -2 320 847 B44
222012 clo Chisf Investment Office CIO - Global Credit - Credit Spread BPY - Total - 38012 120000000 1401670612  -2016708,120
2/31’2012 Ci0 Chisf Investment Office CIO - Global Cradit - Credit Spread BPV - Tolal 38019 12.000000)  16491438.60) --3,491,436.600
_ 2672012 clo Chief lnvestment Office CIO - Global Credit - Credit Spread BPV - Tola 38019 12000000} 16037 140.41;  -3037,140,408)
2772012 €10 Chief Investment Office CIO - Global Credit - Cradit Spread BPY - Total . 38019 12000000f 16790 494.73| -4,790 494 731
206872012 Clo Chilef Invastment Office CIO - Global Credit - Credit Spread BPV - Total - 38019 12000000 17,837 782.54| -6837 782,636
292012 [ojle] Chief Investment Office CIO - Global Credit - Credit Spread BPV - Total 38018 12.000,000]  20,551039.63] -8551038.626
t R : ' i
I R i

6.767 816,27

757 916,288

1/8/2012 clo (Chisf Investment Office CIO - Global Cradit - Credit Spread BPY - MTM-Total 38020 5,000,000
18012 GO |Chief Investment Office CIO - Global Cradit - Credit Spragd BPY - MTM-Total 3p020 _ 60000000 BA40.48431]  -1540 464,308
11072002 . ICIO _|Chlef Investmant Office CID - Global Credit - Cradit Spread BPYV - MTM-Total 38020 5000R00) ~ 7173876271 -2,173876.270
171117012 [ee} Chisf Investment Office CIO - Global Credit - Credit Spread BPY - MTM-Total 36020 _5000000] . 670605166] -1.705051.645
171272012 clo Chief lnvestmant Office CIO - Global Credit - Cradit Spraad BPV - MTM-Total Ja020 &,000,000 7,073191.61) -2073,191.607] -
11822012 IO Chief lnvestment -Office CIO - Global Credit - Credit Spread BRPV - MTM-Total 38020 §000,000]  6789080.32 -1,789 060324
7012 | IClo Chief Investmant Office CIO - Global Credit s Cradit Spraad BPY - MTM-Total 38020 6000,000]  -B8623171.66] -36431715658
/1872012 clo Chief Investmant Dffics ClO - Global Credit - Cradit Spread BPV - MTM-Total | 38020 5000000 10501.915.86] -5501 915863]
11822012 CIO Chief Investment Office CIO - Global Credit - Credit Spread BPV - MTM-Total 30020 5000000 9,038066.71] -4,038065.712
12002 [0 Chief Investment Ofice CIO - Global Gredit - Credit Spread BPY - MIM-Total 38020 - § 000,000 9244 498 81| -4.244 498.813]
L2302 [CIO Chief Investment Office CIQ - Glabal Credit - Cradit Spread BPY - MTM-Total 368020 5000000]  B18353128] 4,183 631,287
& 14012 (CI0 Chisf Invastment Office CIO - Global Credit - Cradit Spraad BPY - MTM-Total 38020 5000000] 98656/628] -4 B66.676.278
< ARER012 |CI0 Chisf Investrment Office CIO - Globgl Credit - Cradit Spread BPV - MTM-Total 38020 % 000000] 10 9‘74 965.00] 5,974 ,965.000
o 142672012 CIO Chief Inyastment Offics CIO - Global Credit - Credit Spread BPV - MTM-Total BRO20 50000000 11845280.08] -B846200.002]
,Q 172112012 Cio Chief Invastment Office- ClO - Global Cradlt - Cradit Spread BPY - MTM Total 38020 50000000 13,0680.73584( --8,080,735.943
© 1802012 [CIo Chief Investment Office CIO - Global Credit - Credjt Spread BPY - M1M-Total 38020 5000,000]  14,969691.76] -8,689 691.764
381012 10O Chief Investment Office CIO - Global Cradit - Credit Spread BPY - MTM-Total 36020 5,000,000] 14,20197823] 8201 878.228)
=_ 217012 " |CIO Chief lnvastment Office ClO - Global Credit - Cradit Spread BPY - MTM-Total 38020 5000000{ 124432765 -7 443.275.504
S__2rm2 Clo Chlef Invastmant Office CIO - Global Cradit - Credit Sprasd BPY - MTM-Tatal 38020 5 000,000 12096801.27] -7 £96,801.272
=__282012 (€0 Chief Invastmant Offics CIO - Global Cradit - Cradit Spread BPY - MTM-Total 38020 B000,000]  13664538.64] -B 564 38,637
o5 25/2012 L0 Chisf Invastment Office CIQ ~ Global Cradit « Cradit Spread BPY - MTM-Totsl 36020 £000000f.  13124400.96] -B,124 400,945
N R02 Clo Chisf lrvastmant Office CIO - Global Cradit - Credit Spread BPYV - MTM-Tots! 28020 5000000  1487984B8.16]  -8879848.146} . .
21872012 Cl0 Chisf Investmant Offics CIO - Global Credit » Cradit Spread POV - MTM-Total 38020 . 5000000 16935564.8] «1NG36 ,554,900
20872015 cio - MTM-Total - 38020 C RO00AO0l T 1BBRR019.35 §9.018.360

Chiaf Investmant Qffica CIO - Global Credit - Cradit Sorea



From: Venkatakrishnan, CS <cs.venkatakrishnan@jpmorgan.com>
Sent: Mon, 02 Apr 2012 21:53:53 GMT

To: Hogan, John J. <John.J.Hogan@jpmorgan.com>; Goldman, Irvin J
* . <iwvinj.goldman@jpmchase.com>; Bacon, Ashley <Ashley.Bacon@jpmorgan.com>
cC: Vigneron, Olivier X <olivier.x.vigneron@jpmorgan,com>

Subject: FW: CIO DAY 1

lohn/Ashley/lrv: Below is an update from Olivier. One source of model difference is that the capital models operate at the
level of individual names but the C10’s desk models operate at the level of indices --- so the effect of name concentrations
may be captured differently. We are pursuing the impact and further modeling of this. Venkat

From: Vigneron, Olivier X

Sent: Monday, April 02, 2012 3:15 PM
To: Venkatakrishnan, CS

Subject: CIO DAY 1

Hi Venkat,
Maip takeaways:

« Book comprises index trades only (tranches+ plain indices). All modelling done on the index spread, single names are
assumed homogeneous and homogeneous pool model is then used to price tranches and generate index delta.
Historical regression also gives them a beta adjusted delta for HY vs IG.

. Key takeaway 1: approximation around the dispersion of single names a key source of discrepancies when submitting
portfalio to large single name shocks {as does IRC/CRM). More work to quantify impact of this approximation.

s Key takeaway 2: we need to load the book on a “bottom up” single name modelling approach that can give single
name default exposures, as well as a CSW computation that is comparable to the Credit Trading desk for example.

Action points;

* To discuss modelling merits of CIO and its feedback on our IRC spread modelling with the model research group {will
- start with Matthias A. who has been involved by Anil). :
« To model in Lynx {tool developed by credit trading team) the CIO portfolio. Preliminary dummy trades loaded. Tool is
ring fenced {i.e. only | will have access). However I will check with Javier before loading the real notionals tomorrow
that he is fine for me to go ahead with this. '

Risk update:

On my CSW estimate sent yesterday for March 7th pasition, | missed the Xover trades, here is the updated estimate when
including them:

Estimated All Tranches: -45m CSW

Estimated CDX indices: -350m CSW
Estimated ITRX indices: -280m CSW
Estimated HY CDX: " +400m CSW

Estimated FinSub + Xover: = +150m CSW

Permanent Subcommittee on Investigations

Confidential Treatment Requested by . EXHIBIT #56 JPM-CIO-PSI 0000449




Totak: -125m CSW long (March 7"“)
Face notional by maturity buckets and IG/HY split.
25bnshortin 1Y 1G

15bn short in 2Y HY,

17bn’short S5YHY

135bnlong in 5Y 1G

Olivier

From: Venkatakrishnan, CS
Sent: 30 March 2012 22:30
To: Vigneron, Olivier X
Subject: FW: CIO 10% CSW

Please see below and let’s make sure we speak daily on thisl Merci, Venkat

From: Hogan, John J,

Sent: Friday, March 30, 2012 5:28 PM
To: Venkatakrishnan, CS

Subject: RE: CI0 10% CSW

OK thanks Venkat—keep me posted please

From: Venkatakrishnan, CS

Sent: Friday, March 30, 2012 5:27 PM
To: Hogan, John J,
- Subject: CIO 10% CSW

John: CIO’s 10% CSW by my group’s model estimate is long 245mm of risk; their own models (run by Weiland) quote $145mm. I
don‘t understand the difference in the models and dont know how good a measure of risk 10%CSW is for their book. But I spoke
to Ashley and we agree that 10%CSW has been trending up for (IO, by elther their model or ours. Once Olivier spends time in the
portfolio, we should get a better idea. 1 also sense from speaking with Javier that CIO are warried that they may now have to shed
tranche risk in a tight market. I dont know how real this worry is but I wanted to make you aware. I will get a dally download
from Olivier-and keep you and Ashley posted (Ashley is out next week). I may myself go to London mid-week. Venkat

Please see the CSW10 results for original CIO portfolic and the split portfolio for March 215,

Corp Portfolio

CcOB 10-Jan-12  18-Jan-12  25-Jan-12  31-Jan-12  28-Feb-12  21-Mar-12
CSW10 (M) 72 737 80.6 62.2 150.1 2452
Corp ClO Index Combined
21-Mar-12 Portfolio Portfolio Partfolio

CSW10 (MM) 2452 2528 16

Confidential Treatment Requested by J.P. Morgan & Co. JPM-CIO-PSI 0000450



This following is based on the latest split | received from Patrick Hagan this morning.

Corp CIO Index Combined
21-Mar-12 Portilio  Portiolio ~ Portfolio
CSW10 (MM) 2452 2135 317

From: Huang, Yuan X

Sent: Friday, March 30, 2012 10 02 AM

To: Venkatakrishnan, CS

Cc: Jia, Keith

Subject: FW: Mar-21 risk report for CIO and benchmark indices

We have the CSW10 resuits for a few days (see row 24 “Spread_10PcntUp”). if the date you are interested is not included {ex,
Mar-?th), we can generate the results in about half an hour.

Regards,
Yuan

From: Jia, Keith

Sent: Thursday, March'29, 2012 11: 46 AM

To: Huang, Yuan X

Cc: Bangia, AnitK -

Subject: RE: Mar-21 risk report for CIO and benchmark indices

6-day risk report.

From: Huang, Yuan X

Sent: Wednesday, March 28, 2012 2:56 PM

To: Jia, Keith

Cc: Bangia, Anil K

Sub]ect: Mar-21 risk report for C1I0 and benchmark indices

Confidential Treatment Requested by J.P. Morgan & Co. ' _ . JPM-CIO-PSI 0000451



From: Weiland, Peter <peter.weiland@jpmchase.com>
Sent:  Mon, 07 May 2012 15:32:57 GMT '

To: Drew, Ina <Ina.Drew@jpmorgan.com>

cC: Goldman, Irvin J <irvin.j. goldman@;pmchase com>
Subject: CSBPV History

Hilna -

Irv said you need some background on the CSBPY limit history. | created the attached slide for your reference {this has not
. gone to anyone else).

I also attach the limit memo from Brian Rosebaro back in 2008 in case you need it.
I'm not sure what else you may need ~ | will be at the phone if there are other specific data that would help.
Pete

Peter Wuland |J P, Morgan | Chief Tnvestment Office | 270 Park Ave. | & Tel: +1212 R% 354918 Cell: _

s = Redacted by the Permanent
Subcommittce on Investigations

JPM-CIO-PSI-H 0000810
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ClO Global Credit CSBPV Limits

CIO Global Credit GSBPV Limit has been in place since 2007

*Composed of both synthetic credit and cash-credit {mostly collateralized securities)

*Net sum of CSBPVs for all credit underlyings
*Spot guarterly history of Global Credit CSBPV exposure at right

CSBPV in 2012

sEarly in 2012 net CSBPV increased dramatically as 1G positions
were added and offset between HY and |G grew

*Given that a beta adjusted credit spread-neutral position including
HY and IG requires 5-6x as much iG as HY, detision was taken at
that time that the CSBPV limit should ke changed to account better
for the increased activity

“Written niotification of limit breach from MRM Reporting included
the following commentary: “Carrent measurenient of raw CSBPVis
not normalized for the level of spreads, nor does it capture
convexity as represented in CSW10 (and Stress Loss) measures, Full
lirnit review-is underway for the ClO business, and a proposal is
expected to address this issue.”

*The limit usage was calculated correctly; the issue was simply that
we decided that given the mix of underlyings it would be better to

*New hmuts for Synthetic Credlt were implemented according to
underlying index as of May 1

CSBPV
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From: " Berg,-Jaymin

To: S <Crumiish, Fred>; <Fursa Thomas> <Kirk, Mke> <Hohl, James> ;<Wong, Elwyn> <Kamath, Jairam>;
‘<Monroeg, Christopher>;<Tornese, Doug>; <McLaughhn Doug>
yent: 1/31/2012 6:17:33 PM
. Subject: ) CIO Quarterly Meeting
Financial

CIO finished 4”‘ quarter with $785mm of revenues.

e} MTM gains totaled $330mm of which $250mm of the gains originated from the credit tra nche portfol:o
The ClO was short credit, and a bankruptcy by AMR caused a large gam in CDSs.

Securities losses totaled $14mmi for the guarter primarily driven by losses on EMEA government
guaranteed debt.

Investments

Growth in the international SAA book is due to building out the team in EMEA and opportunistic
purchases. It's expected to see more growth in the international portfolio going forward.

CIO isinvesting less in rates products and focusmg on more credit products duetolow mterest rates and
MBS prepayment concerns from governiment programs (i.e. HARP 2),

The rates products most attractive to the CO are munis because of their lohger duration.
SAA had' a negative DOE in 2011 but is expected to move to a positive DOE by the end of 2012, |

 Management’s view of investments is changing to a Structural Book and an IVITM Book, although the
Structural Book will include bank Pfand CDS that are MTM accounting.

The MTM Book is decreasmg insize in 2012, It's. expected that RWA will decrease from $70B to S4OB

The Structural Book RWA is expected to be flatish year over vear
MSR
The 3Q and 4Q hedging Ve!aﬁ!ity was attributed to anﬁcipated changes to the MSR model. The MSR

~ asset continued to have a longer average life than the old model could account for. The MSR model has now been
updated and hedgmg retums normalized.

Jaymin T. Berg
. U.S. Department of the Treasury
. Office of the Comiptroller of the Currency "
Large Bank Supervision - Capital Markets umewes = Redacted by the Permanent
Tel: (212) 899-1395 | Fax: (301) 433-6183 Subcommittee on Investigations

BE: (zoz)-

This message is interdzd for designzted recxmems only. §you have received ths messdge in error. please nofify the sender immediately snd dele’te ~he onmral andall
copies. Federal law prohibiis the disclosure or other use of this Information.

Permanent Subcommittee on Investigations
EXHIBIT #58
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{ From: Fursa, Thomas

; To: <Hohl, James>
:  Sent: . 4/13/2012 3:55:30 PM
Subject: . Re: CIO deck

Thanks. I couldn't remember the guys name

---=- Original Messagg ~~---

From: Holl, James

Seni: Friday, April 13,2012 11:53 AM
To: Pursa, Thomas

Subject: RE: CIO deck

Just e-mailed the guy who sent the report before getting this. If I don't hear back fromhim, I'll e-mail Ed.

——Original Message——-

From: Fursa, Thomas )
Sexnt: Friday, April 13,2012 11.51 AM
To: Hohl, James

Subject: Re: CIO deck -

Tf that's the 1ast ore - can ydu e-mril Bd Kastl for the latest?

----- Original Message ~----

From: Holl, James :

Sent: Friday, April 13,2012 11:31 AM
To: Fursa, Thomas

Subjeet: RE: CIO deck

The latest ore that 1 got was Jamuary. T11 check WISDM.

~--Original Message-----
Ffrom: Fursa, Thomas
Sent: Friday, April 13,2012 11.31 AM
To: Holl, James
Subject: . CIO deck

James - have you still been getting the CIO deck? AI don't recall seeing it lately. Canyou check WISDM to see what the last one is?

Thanks,
Tom

BANK PROPRIETARY AND/OR TRADE SECRET
INFORMATION

Permanent Subcommittee on Investigations

EXHIBIT #5359

OCC-00004720



_Ffom: Sabatini, Joseph

To: lacucci(Regulator), Anna Crumtlsh (Regulator), Fred X; Dillon(ReguIator) Donald
CcC: Wilmot, John -
Sent: 4/16/2012 2:54:36 PM
Subject: FW: materials for Fed/OCC/FDIC call at noon 1oday
- Attachments: synthetic credit book_Fed_OCC-pdf.zip

This fime with the attachment |

~ From: Wilmot, John
Sent: Monday, April 16, 2012 10:44 AM
To: Sabatini, Joseph
Sub]ect: materials for Fed/OCC/FDIC call at noon today

. .Joe — here are the materials for the noon call today on the Syrthetic Credit Book. John

John C. Wikmot | Chief Investment Office | + john.wilmot® jpmorgan.com | (Work: (212) 834-5452 | ( Celi: | NI

mmmms = Redacted by the Permanent
Subcommittee on Investigations
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Synthetic Credit Book Review

This information Is confidential or proprietary and constitutes oonf dential supervisory information and confi den!ral commercial information. Disclosure or distribution of the
confidential information to any person without the prior written consent of JPMorgan is prohibited. Any examiner to whom JPMorgan has-furnished this confidential
information may disclose the confi dential information to any other employees of the Federal Reserve or OCC who have a need to know the confidential information or as

permitted by law.

JPMORGAN CHASE &CO. .
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Core Credit Book - |

® Objective since lnceptlon (2007) has been to manage a profile that would protect agamst a sngnlficant
downturn in credit, offsetting natural credit exposures in CIO and the firm

The strategy can be divided into four main components
@ Investment grade
— US (CDX.IG)
- — Europe (iTraxx Main)
®m High Yield
— US (CDX.HY)
— Europe (iTraxx XO)

® On a very generalized basis, ‘the combined strategies provide the following risk profile

® Short HY risk (long protec[tion) against long IG risk (long risk)
® Short short-duration IG nsk (long protection until YE12) against long long-duration IG risk (ie a credit

curve flattener) ‘

~m The IG9 Series includes 5. fal[en angel names lncluded in the HY index

® Radian - -(
= MBIA |

B Sprint . _ ‘
- B RR Donnelly
|

iStar Financial

| | |
2 | JPMORGAN CHASE & CO.
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| Reba'lancing Activity | -

~ Market Back-drop

Nov 29 AMR bankruptey fiing earlier than expected

First European announcement of LTRO on December 8" 2011

CDX High Yield series 11 matured December 20t 2011

]

January 18 Kodak files for bankruptcy; rumored for weeks ahead

Risk Management Activity

m - ClO decides to reduce the HY prot.e'ction which was providing stress loss protecfion for both credit spread widening

and systematic risk
B Post AVR default, HY index exhibits limited liquidity, exacerbated by expectations of Kodak event .

Difficult to hedge the book with HY indexes that matched the underlying risk of the protection

ad the special feature of being both an instrument with

® Best available hedge was to use the IG 9 index that h
hedge for & gaod part of the HY position

liGuidity of IG but with a HY component that allowed a
After analyzing the economics of the hedge and the behavior of VaR and stress VaR, ClO increased the IG 9 long

forward position

s JPMORGAN CHASE & CO.

BANK PROPRIETARY AND/OR TRADE SECRET INFORMATION 0CC-SPI-00009715



Synthetic Credit Sumni.ary: Notional Exposure

'{aff Jigures in billions USD)

Gross external trades

Nitlonalsgitstanding: WJfH“JPMﬂKW“‘WHWﬁ_W’_‘ R

- index « 2 162.2
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CDX |G 809 07Y exernal BolA
! icE

JE3HSIAU] U029 MWWOIGNS FUIUEULL

]
Eim!

- index 250.1 -153.4

~ tranche i :_ . i

Natidnalsiblitstanding Withiexternalidounte fbaﬂiei‘&‘ﬁm@@@&%ﬁm% e A ¥ P AT AN ety . E AT

- Index 1225 -118.8 33

- tranche 253.1 -208.9 4a4.2
Grand Tolal

1 Aq pajoepay

ﬂ

- TRAKX M NEET 608 YiTalaI AN R M MO MR A [,
BublutalorMal_urlnﬂ-xPoqlllonI 338,318,508,201

-104,808,854 786G

153,408,553 505

All Cther Index Posilions
Total of Index Posillons

534,452,564,177-

196,134,045,808  -248,074,220.405 | -51,940,174,599
-432.685,175.271

101,469,378,500

; Tatal of All Tranche Positions 301,660,076,879

-245,795,004,821

65,065,072,050

'BANK PROPR]ZETARY AND/OR TRADE SECRET INFORMATION

Gross external (to CIO, including |B)
notional is $836bio long risk vs. $678bio
short risk across all index and tranche
products

External index notional faces
Intercontinental Exchange (ICE) is net
$96.7bio, 97% of total net external index

exposure

Tranche products are not eligible for ICE
clearing and are bilateral counterparty -
exposures

J PMORGAN CHASE & CO.

OCC-SPI-00009716



Synthetic Credit Surmary: Maturity Profile

2 .:IHJ:.c1 DJun-13 20-Dec-13 20-Jun-14 20-Dec-14 20-Jun-15 20-Nec-15 20-Jun-16_20-Dec-16 20-Jun-17 20-Dec-17 20-dur-15 20-lun-20 20-Dec-20 20-Jun-21 20-Dec-21 Grand Tolsl

BANK PROPRIETARY AND/OR TRADE SECRET INFORMATION
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4GOS e * ¥
Bd 20-Jun-12 20-Dec-12 20-Jun-13 20-D2c-13 20-Jun-14 20-Dec-14 20-Jun-15 20-Dec-15 20-.un-16 20 - 20-Dec-17 20-Jun-18 20
CCiy 3 | 188
g Lo
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TTRAJOL Y
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TRAXH FHSIE 4
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Grand Total 4 80 T2 <3t iR 80 480- 134 208 (430 434 605 282: 0 - a2 e L 2R 20 163
[
B Top table shows gross notionals across mdnces and tranches by underlying index famlly (simply adds notionals of indices and

tranches)

Bottom table shows the 10% credit spread widening (F’/L $MMs) to 10% WIdenlng of credit spreads
Largest short risk exposures in investment grade mature in Dec-12 for CDX.IG.9 and-Jun-13for iTraxx S9
Largest short risk exposures in high'yield are concentrated in Dec-15 to Jun-16 for CDX.HY and Dec-16 for iTraxx.Crossover

One particular item to note is the iTraxx Main 20Jun13 which appears long given positive notional, but which is in fact short, as
reflected in 10%csw, as a result of equity tranche protection which is a significant part of the position

. - JPMOoORGAN CHASE & Co.

OCC-SPI-00009717



Synthetic Credit Summary: Risk Summary

B Total Synthetic Credit VaR 59.2mm

s 10% Credit Spread Widening _
m The position, beta-adjusted has net directionality of -$163MM in 10% parallel move in spreads'

m This is equivalent of $34.5bio of long risk in 5y |G equivalents

B Relative value Risk Exposures |
® [G9 5/10s curve position $46MM/bps of risk if curve steepens 1bps

ITX9 5/10s curve position $19MM/bps if curve steepens 1bps

m
B |G vs. HY $27mm/bps of risk if IG underperforms HY by 1bps
]

XO vs. ITX $34mm/bps (laf risk if ITX underperforms XOVER by 1bps

Credif Crisis Synthetic Synthetic Synthetic

Beta-Adj. .
Index cso1 GSs01 CSW 10% HY vs. IG Steepenol [N (mm USD) Stress VaR CSW10% CSBPV

CDXHY : . 4255 478.40 Mar 2012 i a4l 59 (163) {46)
CDXLCDX : 045 ' . 140 : Feb2012 1,552 50 (27 @1)
3512 | - Jan 2012 1,204 - 62 (144) (15)
S Y e Dec 2011 1,446 80 a1 )
‘ i Nov 2011 1,380 66 a4 0]
: -34.26 Oct 2011 1,165 65 27 )

iTraxx XO 3.06 1224 178.20 Sep 2011 goz| . 54 . @9 21
 iTrexx Finsub & -0.56 224 | -23.05 Aug 2019 392 51 ) @
iTraxx Finsen -0.03 013 " Jul 2011 859 27 (89) @)
SOVXWE PPN .0 O W RO NI .1 L. T85 31 (46) vy
Total Eufope 1220007 1190, t- 34260 0 ':0.07  |May 2011 A6 ¢ 40 (128) )

'''' g _ - 2 | 55
Total Synthetic Credit 46.13 4.31 'I:'Izrr 2%‘,'111 2&;, 50 g?g g;
: - Feb 2011 148 63 8) @
Jan 2011 . 248 67 |, (100)| - ©)
| ; i
| > d q
B8 :

| JPMORGAN CHASE & Co.
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|

Synthetic Credit Summary: Exposure to CDX IG 9 Curve
r T Y

m Ona simple basis, curve could
steepen by 20 bps more (on historical
basis)

@ Loss approx $1billion -

m  With hedges currently in place, we
could steepen by 10bps approx

m Loss approx $550mm

=
:
]
=
1]
=
-
z
o &
1
g 3
- = 0
| 3= 1
m Bottom graph shows the behaviour of PP g =
the slope of IG9 1yr versus IG95 " J: = =
Yr that we have in our portfolio ' | §
, 0 |
m  This shows the relationship between - 4'- u§'
the slope of our position in the index | g..
versus the actual hedge that we have a2°s 2
g y = o0 L
m Bounding the relationship is the 5 YT _ -.% -
short that we have on the run five g-““‘
year |G and the short that we have in 60 -
the HY OTR st
200 -
420 e s — e e i et g o P———— e+ i i
Hedge index Composiie

JPMoRrGAN CHASE & Co.
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Single Name Risk & Forward Jump to Default Risk

Table 1: default profile today and post December 2012

Fofnames Avrage pal MaxPEL  #ofremes  fwerge  Max Gain
= . . . - 3 an
Portfolio # of Names “";g‘s:‘?ifgé'” 9"":%‘ n?;‘;a““ Default default Default Default. -
; , . ($mm) gain ($mm) {$mm)
Total portfolio today- 588 ' 62 . 87 205 . 526 133 . 600
Total portfolio post Dec .
. 2012 ) 585 228 -336 -716 357 133 600
IG9 only today 121 0 0 0 121 146 417
1G9 post Dec 2012 121 121 -572 -716 0 ' a 0
’ on-the-run .
1G9 Hedge options ic18 covers 88 names out of 121
on-the-run
post Dec 2012 “HY18 covers 13 out of the remaining 32 names unhedged with IG18

| Today there is considerable default -protection coming from |G9 tranches.

' Across the 121 names in IG9, the Jump-To- -Default at Market Recovery goes from a current gain of +146m on average per name to a loss of -
572m per name post December 2012. .

® This is because of the roll- ff of two forms of protection: on 20t Dec 2012

~wm  The first is the 32bn of short-dated Index protection.
o Importantly, the second is the roll-off of nearly $4bn long pratection on 1G9 equity tranches. The equity tranche gives protection
at an approximate ratio of 30 to 1, so the $4bn of equity tranche protection is equivalent {o $120bn of index protection in terms of

pure default risk.
Post 20th December 2012, we would be able to partially hedge this exposure with the current on-the-run index but the OVeflap is 89 names out
ofthe 121 in IG9. .

On the 32 remaining names we have a Jump-to-Default loss of $500mm on average per name that would need to be hedged by other means
(HY on the run index, smgle name CDS, index tranches etc)

° | " JPMORGAN CHASE & CO.
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Single Néme Risk — Default Protection in Current Portfolio

®  Current portfolio provides Jump-To-Default protectlon on
526 names :

The Average gain given default is +$133MM, with the max
+$600MM

B The Top 20 names positive Jump-To-Default at Market
. Recovery are shown in the table to the right; these are
driven primarily by JTD protection afforded by iTraxx 0-3%
eqmty tranches '

= Across the 121 names In 1G9, the Jump-To- Defauit at
Market Recavery displays current gain of +146m

BANK PROPRIETARY AND/OR TRADE SECRET INFORMATION

Potential Top Defaulf Protection Exposures - Current Portfolio

COMPANY NAME

{GAS NATURAL SDG, S.A.

GDF SUEZ o
EDP - ENERGIAS DE PORTUGAL, S.A.

_|PORTUGAL TELECOM INTERNATIONAL FINANCE B.V.

PEUGEOT SA
ERERRGE = 7 = =i oun s on i e b
RENAULT ,

THYSSENKRUPP AG

DIXONS RETAIL PLC _

HELLENIC TELECOMMUNICATOINS.

- |CLARIANT AG

DEUTSCHE POSTAG

ARCELORMITTAL

FINMECCANICA S.P.A.

BANCO ESPIRITO SANTO, S.A. .

DEUTSCHE LUFTHANSA AKTIENGELSELLSCHAFT
GKN HOLDINGS PLC

BANCA MONTE DEI PASCHI DI SIENA S. P.S.

BANCO SANTANDER, S.A.

BANCO BILBAO VIZCAYA ARGENTAR!A SOCIEDAD ANON]MA i

JTD
g
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B
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2
=
=
W
=
e =
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=
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=
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Sihglé Name Risk — Default Risk and Default Protection Post December 2012

- 2012 as shown in the table

B Post expiry of CDX.1G.9 0.75y instruments, across the 121 names in 169, the Jump-To-Default at Market
Recovery goes from a current gain of +146m on average per name to a loss of -572m per name post December

‘W Among other names, the portfolio retains its pro-default charactéristicsl as before

‘Potential Top Default Protection Exposures - Current Portfolio

Potential Top Default Exposure Post December 2012 .

RIO TINTO ALCAN INC 4
ROHM AND HAAS COMPANY - )
THE WALT DISNEY COMPANY
WELLS FARGO & COMPANY Y
WYETHLLC

BANK PROPRIETARY AND/OR TRADE SECRET INFORMATION

DEUTSCHE LUFTHANSA AKTIENGELSELLSCHAFT

GKN HOLDINGS PLC
BANCA MONTE DEI PASCHI DI SIENA S.P.S.
BANCO BILBAO VIZCAYA ARGENTARIA SOCIEDAD ANONIMA

BANCO SANTANDER, S.A.

IG NAMES ! JiD|  [COMPANY NAME JTD
BAXTER INTERNATIONAL INC ' ~ |GAS NATURAL SDG, S.A.° =
BRISTOLMYERS SQUIBB COMPANY GDF SUEZ
CAPITAL ONE BANK (USA) NA EDP - ENERGIAS DE PORTUGAL, S.A.
CENTEX CORPORATION = PORTUGAL TELECOM INTERNATIONAL FINANCE B.V. ~
COMCAST GABLE COMMUNICATIONS, LLC 5 PEUGEOTSA = o N o 3
DUKE ENERGY CAROLINAS, LLC £ LAFARGE .~~~ o
EMBARQ CORPORATION | e RENAULT - i : a
GOODRICH CORPORATION - = THYSSENKRUPP AG ]
HONEYWELL INTERNATIONAL INC & DIXONS RETAIL PLC %
INGERSOLL-RAND COMPANY g = HELLENIC TELECOMMUNICATOINS ) =3
INTERNATIONAL BUSINESS MACHINES CORP S g CLARANTAG - g 7
INTERVAL ACQUISITION CORP g B DEUTSCHE POSTAG g g
MCDONALDS CORPORATION = & [| |ARCELORMITTAL . = 2
MCKESSON CORP ORATION o & = ) |FINMECCANICAS.P.A. . g =
MEADWESTVACO CORPORATION S & | |BANCO ESPIRITO SANTO, S.A. S =

v =i

2 E

& 2

= =3

=] 5

a 8

. R JPMORGAN CHASE & CO.
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S.ynthetic Credit Summary: Portfolio Effects in Adverse Scenario

= Stress Loss Protection

In an environment of significant credit detenoratlon and the occurrence hard defaull events or perception of imminent defaults, the-

portfolio provides stress loss protection
This is due to the spread convexity of the portfolio to major market dislocation, during which curves may reprlce significantly,

. flattening as hedgers rush to buy protec:tlon in short dated indices

In addition to the ‘static’ default profile shown in preceding slides, we simulate the portfolio behaviour (see scenario 10 below) by

widening credit spreads by average 75%, and through flattening curves (for reference, above depicts -50bps curve flattening in 1G.9 -

0.75y / 5.75y curve, a move which is extrapolated throughout the partfolio
In this case we envision the portfolio would produce substantial protectmn circa.$1,725MM driven by HY shorts and ﬁattemng of

investment grade curves

Reahsed “Current 5| - Extreme,

.| Steepening
150

1G9 0.75yr

1G9 2.T5yr

1G9 5.75yr

Slopa

0.75yr I 5.75yr

Curve slope change (bps)

1G9 Projections Initial curva

132

141
150

18
25

Implied CSW

-35%

PEL -

---580

B Y=

BANK PROPRIETARY AND/OR TRADE SECRET INFORMATION
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Synthetic Credit Summary: Risk & P/L Scenarios

Scenano

4 5 3 10
Scenarlos for Q2. - |-Reallsed |- “ Flnanclal - - .5aws, Central | -G SEE £, . "o Delaulr’
e ; P&L in Q1 b .. Crisis=" " Qu o Recovery 5 rawth ':iScenatio
Camy * 150
1G9 Profections Initial curve
1G9 0.75yr 132
1G9 2.75yr 141
1G9 5.75yr } 150
Siope
0.75yr i 5.75yr 18
Curve slope change (bps) 25
Implied CSW -35%
P&L e Fy =500 . D2 TSN

tr%i’&iowopnmmc Fr

. Reallsed P&Lin Q1

* Q1 Realised P&L -$580, driven by Iosses in short risk HY (670MM), vs. +128MM in CDX.IG, and -30MM in iTraxx
The IG compenent has been the maln P&L driver of underperformance in Q1, as |G.9 forward long risk positions did not deliver anticipated profits given steepening of the
curve. Current book is overall risk balanced, given the cross-market long/short and has positive carry of $2MM/day, while retaining upside on defaults

Q2 P&L Estimales these scenarios do not include 10 April P&L, which would accrete back into each scenario +$400MM, if re-calibrated for today's market moves

-$250MM (New Financial Crisis) implies an average spread wldenlng of +25%, driven by banks/financials undergoing stress. In this case, the portfolio P&L is driven by

—  +250MM camy
-100MM given relative underperformance of IG vs. HY (compression, led by banksffinancials widening)

-$300MM due to 'duration extension’ as we project that the short-dated short risk duration in IG will contract as expiry approaches
—  -$100MM due to spread widening, not offset in this case by curve flattening (we assume here that curves remain 43bps steep in |G equivalents)
-$150MM (Status Quo) in this case we assume that market levels and curves freeze' at current levels; in this scenario CIO would delta hedge around volatility throughout

the quarter

- +200MM carry
-$300MM due to 'duration extension' as we project that the short-dated short risk duration in 1G will contract as expiry approaches

—  -$50MM due to long-dated tranche underperformance as observed in Q1
+$350MM (Central Scenario) in this case buII steepening of IG curves (+4bps), more than offset by outperformance of [G.9 curve vs. on the run

—  +170MM camry
—  -$2B0MM due to ‘duration extension’ as.we project that the short-dated short risk duration in 1G will contract as expiry appfoaches

—  +$110MM due to rally in credit spreads -15%
+$200MM due to relative outperformance of IG 9 curve vs. on the run |G curves (while counter—an!umve the "compression” effect of IG.9 vs. on the run IG complex is ..

driver of performance)
—  +$150MM due to long-dated equity tranche outperformance
In the section "10% Optimistic" the convexity of the portfolio in a highly positive or a highly negative market culcome is demonsirated
+§702MM in the event of -20% tightening of spreads, decompression of HY vs. IG credit, and [G.9 forward uutperfonnance (rolling down the curve)
$1,126 "End of QE" refers to a scenario of strang growth led by U.S., spreads avg. -50% tighter
+1,725MM in “Many Defaults” means wave of defaults among wndest spreacl names (incl. MBIA Radlan, iStar) curve flatténing, and +75% spread widening, driven
by performance of HY shorts, |G flatteners and long protection positions in the portfolia

In the section "10% Extreme" it is estimated that the book would range -$355MM to -$650MM.

-$355MM in the event of bear steepening of curves, spreads wider by avg +10%
-$650MM in the event of bull steepening of curves, spreads tighter by avg -25%, driven by underperformance of IG.9 (forwards do not roll down curve in rally)

2 | ﬁ ~ JPMORGAN CHASE & Co.
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From: . Bellando, John W <john.w. beﬂando@jpmorgan com>

To: <Hohl, James> .

cC: <Fursa, Thomas> . : Y
ent: 4/16/2012 3:26:41 PM . ‘

Subject: ‘ RE: CIO January 2012 valuatlon memo and metncs

HiJames — -

| trust you are well, With regards to CSBPV you are correct.

Thanks,.
John

From: james.hohl@occ.treas.gov :

Sent: Monday, April 16, 2012 10:46 AM

To: Bellando, John W

Cc: thomas.fursa@occ.treas.gov

‘Subject: RE: CIO January 2012 valuation memo and metncs

Thanks very much. | do have one quick question. For the credit derivatives risk measure (CSBPV). I'd assume that
stands for credit spread basis point value and that the exposure is to a 1 bpv widening of credit spreads. Please let
me know whether that’s correct or if it’s something else. Thanks again, James

From: Bellando, John W [mailto:john.w.bellando@ijpmorgan.com
‘Sent: Friday, April 13, 2012 5,58 PM

To: Hohl, James )

<§ub]¢s¢t. RE CIO January 2012 valuatlon memo and metrics

Hi James —

Ap'ologies for not distributing the February valuation work. 1 just sent the Febljuar\} and March reports.
Please“et me know if you have any questions,

- Thanks, -
John

From: james.hohl@occ.treas.gov

Sent: Friday, April 13, 2012 11:49 AM

To: Bellando, John W

Subject: RE: CIO January 2012 valuation memo and metrics

Hi, I don"t think that | received a report since this one, have the\} been distributed? Thanké, lames

From: Bellando, John W [mailto:john.w.bellando@jpmorgan.com]
Sent: Monday, February 13, 2012 1.13 PM

To: Fursa, Thomas; Hohl, James; McManus, William K; Hawkms, Kimberly A

- Ce: m.s.paul@us.pwe.com; 'Kristen.brown@us.pwe.com’; 'philip.. grea!y@us pwé: com'; ‘philip.t.mijares@us. pwc Lcom'; Kastl,
Edward R; Alexander, David M; Burke, Alethea X .
Subject: FW: CIO January 2_012 valuation memo and metrics

Pls find attached our January valuation summary memo and results.

Permanent Subcommittee on Investigations
EXHIBIT #61

Thanks,

BANK PROPRIETARY AND/OR TRADE SECRE
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John

. From: Bellando, John W : . .
Sent: Monday, February 13, 2012 1:07 PM
.0: Wilmot, John; Alexander, David M; Weiner, Pamela; Gxovannettl Alison C; Lee, Colvis

" Ce: Kastl, Edward R; ‘Shuja, Amir; Bjarnason, David; Hughes, Jason LDN; Liy, DomsX Laskis, Adam Burke, Alethea X
: Sub]ect- CIO January 2012 valuation memo and metrics -

TAlL-
Attached are two files for your review of the January 2012 CIO ihdependent valuation results:
1) Global summéry level VCG memo — January 2012 Valuation Summary

2} Global valuation sumrﬁary with price testing results and coverage metrics - Global Valuation Summary Metrics
January 2012 '

Please let me know if you have any questions.

Thanks,
“John

This email is confidential and subject to important disclaimers and conditions including on offers for the purchase or
sale of securities, accuracy and completeness of information, viruses, confidentiality, legal privilege, and legal entity
disclaimers, available at http://www.jpmorgan. com/t)ages/disclosures/email

This email is confidential and subject to important disclaimers and conditions including on offers for the purchase or
sale of securities, accuracy and completeness of information, viruses, confidentiality, legal pnvﬂege and legal entity
disclaimers, available at http /fwww.jpmorgan.com/pages/disclosures/email, .

This email is conﬁdentxal and subject to important disclaimers and conditions including on offers for the purchase or
sale of securities, accuracy and completeness of information, viruses, confidentiality, legal pnvﬂege and legal entity
disclaimers, available at http://www jpmorgan.com/pages/disclosures/email.
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From: : Wilmot, John

To: Hohl (Regulator), James X
- Sent: 4/17/2012 12:24:59 PM
jubject: RE: Quick questions pp'4 and 5 of yesterday's presentation
Hi James,

Your notes and understanding are correct Pages 4 and 5 reflect the enhre synthetic crecht portfolio, long (long credlt
risk) and short (short credit risk—ie long credit protection).

With respect to the grand total net posmon the portfolio is measured as long credit risk under a 10% credit spread
widening scenario. As you'll note on €, this is equivalent to $34.5bn of long risk in 5y 1G equivalents. Having said that,
the porifolio as we describe it on page 2 has two general positions (short HY risk vs long 1G risk and an 1G curve

. flattener). These risk exposures are also outlined on page 6 and give you a sense of the sensitivity to relative spreads

and curve. - So while directionally (to a csw scenario) the portfolio positions are long risk there are 2™ and 3" order
sensitivities that need to be considered.

Having said all of that | believe there is a modest long credit risk sensitivity to the pbrtfolio now.
Let me know if you have any further questions.

Regards,
John

John C. Wilmot | Chief lnvesiment Office | + john.wilmot® jpmorgan.com | (Work: {212) 834-5452 | ( Celk: —

From: Hohl (Regulator), James X

ent: Tuesday, April 17, 2012 7:48 AM ' smeme = Redacted by the Permanent
To: Wilmot, John

Subcommittee on Investigations
Subject: Quick questions pp 4 and 5 of yesterday's presentation -

Hi John,

I wanted to check my understanding of the synthetic credit summaries on pp 4 & 5, and ask a follow-up
question. | wrote down during the meeting that.the tables reflect credit risk positions long or short, so -
that the CDS positions would be the opposite, e.g. looking at the top of p 4, the $836.1 long gross
external trades results from CIO selling $836.1 notional CDSs and the $-678.8 short arises from CIO
purchasing CDSs. |believe that the chart on p 5 is similarly constructed. |also wrote down that the -

chart on p 5 reflects the entire synthetic credit portfolio. Can you please let me know if I've -
mxsunderstood any of this.

My follow-up question is from the grand total net position on p 5 and my understanding of the tables

outlined above. Does CIO management view the $-163 million as’ basxcally flat or is the synthetic credit
portfolio going to be taking on additional credit risk?

Thanks, James

Permanent Subcommittee on Investigations

BANK PROPRIETARY AND/OR TRADE SECR EXHIBIT #62

TRITODRA A TIONT

- OCC-SPI-00023815 -



From:
To:
Ce

Subject:

Date:

Crumlish, Fred :
Brosnan, Mike; Belshaw‘ Sally; Pfinsqraff, Martin; Waterhouse, Scott
Wilhelm, Kurt; Banks, George; Fursa, Thomas; thl, James; Kamath, Jairamy; Kirk, Mike; Monroe, Chrstc her;
Swank, Todd: Wong, Elwvn
JPM CIO / IGS "whale" trade
Tuesday, April 17, 2012 4:33:00 PM

~ On Monday 4/16 OCC and FRB examiners met with Ina Drew and several members of CIO staff and
risk management to dliscuss the JPM synthetic credit book in view of recent press reporting. This
message provides a summary of our discussion, followed by a more the detailed summary. It
focuses specifically on recent changes to the synthetic credit book.

JPM's CIO has been using a synthetic credit (credit derivative)} portfolio since 2007. it was
initially set up to provide income to mitigate other significant credit losses that would
surface under a broad credit stress scenario. Since it wasn’t possible to tailor a specific
hedge to the JPM balance sheet as a whole, this portfolio was constructed, Asthe
investment portfolio grew in 2007-2009, the synthetic credit pbrtfolio was used to hedge
stress and jump to default exposures in that portfolio as well. v

ClO’s credit derivative position was managed to provide around $1 biliion to $1.5 billion

-income in credit stress sceharios against firm wide losses of $5 billion to $8 billion.

In late 2011, in view of a change in perception in the state of the economy, CIO managers .
decided to reduce high-yield (HY) credit protection; however, after the AMR bankruptcy
and with Kodak expected fo file for bankruptcy, the markets for CIO’s HY Indxces weren't
liquid enough to use them to unwind ClO’s position.

The IG 9 index, which is much more liquid than HY indices, includes five “fallen angels” that
allowed it to be used to reduce a “good part” of CIO’s HY position, so it was used to reduce

the HY protection.

The 1G 9 market is not illiquid as it trades around $10 billion daily and spread changes for
this index are in line with peer indices. The IG 9 curve has steepened in a move of around
6.5 standard deviations, and there has been strong buying of deferred contracts, implying
that the buyers are certain that there will be no defaults in the next 9 months and nearly
certain that there will be defaults next year. In view of events, however, JPM is conducting
a “post mortem” of the 1G 9 situation and its impact and share results with OCC and when

_completed.

The CIO began using credit derivatives around 2007 as part of its mandate to manage structural
balance sheet positions. CIO only uses credit derivatives on indices, not specific names. Initially
ClO bought protection (shorted risk) on mortgages, using ABX, and high yield indices to mitigate.
some of the firm’s balance sheet credit exposure. At this time ClO investments were highly

concentrated in Agency pass—through mortgage securities, and the structural credxt risk was in the
lines of husiness.

BANK PROPRIETARY AND/OR TRADE SECRET

TNEFORMATION

Permanent Subcommittee on Investigations
EXHIBIT #63

OCC-00012521



Through the financial crisis deposit inflows combined with lower loan demarid to leave the firm
with significant excess funds. As part of its mandate to invest, when appropriate, in high credit
quality, liquid investments, the CIO began purchasing low credit risk, top of the capital structure
~ securities to use the excess funds. While high quality, these investment securities have more credit

'~ risk than the U.S. Agency pass-throughs that continued to be held, so that structural credit risk in
the investment portfolio increased along with portfolio growth.
Throughout this the CIO continued using index credit default swaps (CDSs) to mitigate some of the
structural credit risk in the investment portfolio and the lines of business other than the
investment bank, which manages its own credit risk exposure. While there are liquid markets for
many credit derivative indices, the markets are not deep enough to fully h'edge a multi-trillion
dollar balance sheet. ClO's credit derivative position was managed to provide around $1 billion to
S1.5 bllhon income in credit stress scenarios against fi frmwxde losses of $5 billion to $8 billion.

ClO managers decided to reduce the high yield credit derivative protection around Thanksgiving
last year. After the AMR bankruptcy filing on November 29, 2011, the firm profited from its credit
derivative positions as anticipated, but high yield index derivatives had limited liquidity as demand
increased. CIO managers thought that it wouldn't be possible to reduce the high yield credit
derivative position by using the indices that created if; the best available hedge produtt was the IG
9 index, which has good liquidity as an investment grade index and a high yield component as five
of the index companies are “fallen angels” i.e., companies that have fallen below investment grade
since the index originated. This was the reason that JPMCB began selling IG 9 CDSs; going long 1G 9
credit risk {selling CDSs) would neutralize some of the short high yield credit risk position {long
CDSs). :

- JPM provided the CIO notional CDS exposures as requested, along with a summary of the synthetic
credit portfolio maturity profile and results of a 10% credit spread widening (CSW). The CIO CDS
B portfolio includes exposure to JPMC's IB along with third parties. The third-party counterparties
“are all major banks or broker/dealers. The stress results show that the CDS portfolio.net exposure
cannot be judged by looking at notional exposures alone. An example given is the iTraxx Main
20Jun13 position; the notional exposure is $28 billion long risk suggesting a loss if credit spreads

widen, but the 10% CSW shows a profit of $68 million because of equity tranche protection that is
part of the position. -

The synthetic credit portfoho position now provides around $434 million income in the credit crisis -
stress scenario. Very generally, the portfolio risk profile is short hugh -yield risk against Iong
investment grade risk and short short-duration {to yearend 2012) investment grade risk against

long long-duration investment grade risk, i.e. a credit curve flattener. The portfolio VaR was $59.2
million on April 5th. The portfolio is reported in CIO positions and subject to all of the JPMC

market risk management systems. ‘

Through the indices used, the portfolio provides credit protection on 588 names. 121 of them are
from the |G 9 index, which currently gi.\)es an average $146 million jumpto default at market
recavery gain per name. This position is stable until December 20, 2012 when $32 billion of short-
dated protection rolls off along with $4 billion of protection on IG 9 equity tranches, and the
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average jump to default at market recovery becomes a loss of $572 million per name. Before that
: ‘ happens, CIO managers feel they have time to adjust the portfolio to compensate without roiling
the IG 9 market.

In addition to inclusion in the firm-wide stress scenarios, CIO managers routinely run other stress
scenarios to assess portfolio performance in a variety of circumstances. The synthetic credit
portfolio is seen to provide stress loss protection in an environment of significant credit
deterioration with defaults or perception of imminent defaults.

ClO managers have been surprised that the IG 9 market has been so willing to take on‘and sell so
much protection, regardless of what JPMC did. The market is not illiquid as the 1G 9 trades around
$10 billion daily. ‘The spread changes for this index are in line with peer indices. Many market
participants have been strongAbuyers of deferred contracts, implying that they had complete
certainty there would be no defaults in the next 9 months and near certainty ’that next year there
will be defaults. The IG 9 curve has steepened in a move of several standard deviations. CIO
managers said that the curve steepening move was around 6.5 standard deviations from the

mean. A review of the |G 9 situation is being done, and it will be shared with the OCC and Fed
when completed. ' S ’

Attendees: S ' »
JPM: ClO attendées: Ina Drew Chief Investment Officer, John Wilmot CIO CFO, Achilles Macris CIO
Managing Director EMEA {telephone), Javier Artajo ClO Managing Director EMEA (telephone), Irv

Goldman Market Risk Management Managing Director, Pete Weiland Market Risk Management
Ma naging Director, Keith Stephan Market Risk Management Executive Director EMEA (telephone),
Greg Baer Managing Director Associate General Counsel, Joe Sabatini Managing Director Head
Supervisory Relationship

OCC attendees: Fred Crumlish, James Hohl, Mike Kirk
Fed attendees: Anna lacucci, two others

_apc

#*% If you have received this message in ermor, please delete the original and all copies, and notify the sender
immediately. Federal law prohibits the disclosure or other use of this information. *¥*
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From: ‘ Wilmot, John

~ To: ‘ Regulator\), James X <Hohl >
- Sent: 4/19/2012 9:15:18'PM

subject: - . RE: ClO EMR?

Yes, we still produce it but we don't include in the Treasury EMR. Itis separate. | apdlogize for you guys being left
off. Iwill get my team to rectify that and send you the monthiies ytd. ,

John €. Wilmot | Chief Investment Office | + john.wilmot® jpmorgan.com | (Work: (212) 834-5452 | ( Celt: | NN

From: Hohl (Regulator), James X

Sent: Thursday, April 19, 2012 3:21 PM o | e = Redacted by the Permanent A
To: Wilmot, John o . * Subcommittee on Invest:ianor
Subject: CIO EMR? ’ ' o

Hi John,

Does the CIO still produce an EMR? It wasnt included in the January Treasury EMR, which is where | used to see 1t
I'm looking for the balance sheet mformatton that was init. Thanks,

James

BANK PROPRIETARY AND/OR TRADE SE
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From: - Weiland, Peter

To: RegulatorY), James X <Hohl >

CC: o <Wilmot, John>;<Goldman, IrvinJ>

Sent: 4/19/2012 10:24:01 PM

Subject: 'RE: Info on VaR, CSBPV, and stress status and fimits

| talked to someone inreporting. The excessions email was incorrect.

‘We are in the midst of implementing stress limits that include SAA. The old limits were $500mm for MTM and
$800mm for Aggregate excluding SAA. The numbers | gave you below are the new usages fully inclusive of SAA with

the new limits as approved by Hogan et al. It may be that the official reports for April 5 still showed the old fimits. Just
to summarize, the new ones are:

CIO MTM usage $1.53B against limit of $1.0B
CIO Aggregate usage $12.67B against limit of $15.0B

Pete
Peter Weiland ~ ~ .
N ' mamems == Redacted by the Permanent
~fl\;lelﬁb’*_‘:—z“z kil : Subcommittee on Investigations
ob: + I . , _

From: Hohl (Regulator), James X v

Sent: Thursday, April 19, 2012 2:51 PM

To: Weiland, Peter

Subject: RE: Info on VaR, CSBPV, and stress status and limits

Pete,

he attached 4/17 excession report was the source of the comment. 1t seems to show ClO aggregate stress of $
18,454 million in the Level 1 tab to me also, unless we're not reading it correctly. |'ve also included the report that we
havé for 4/5 because the way | read it in the Level 1 tab, CIO exceeds both aggregate and MTM stress limits of $800
~ million and $500 million respectively. Please let me know whether we're reading the reports correctly.

Thanks, James

From: Weiland, Peter

Sent: Thursday, April 19, 2012 1:51 PM

To: Hohl (Regulator), James X '

Cc: Wilmot, John; Goldman, Irvin J

Subject: RE: Info on VaR, CSBPV, and stress status and limits

Hi James —
H‘éppy to help.

-1.  The Monday-Tuesday daily increase in the firm's VaR was due primarily to anincrease in the ClO VaR. This
-was not due to any new trades, but rather to market data. In fact, in reviewing some of the market data from
the last week we found that some of the volatility from April 10 was absent in the market data and we fixed it.

2. The aggregate stress comment is not correct. As of April 5, CIO is over its MTM stress limit, at $1.53B vs.
imit of $1.0B. Aggregate stress usage is $12.67B vs. limit of $15B (within limit). With respect to CS01 limit, it
is correct that we have been in excess for some time. This is a limit under review, as it currently aggregates
CS01s from various underlyings (e.g., IG and HY) that should not be added. We have chosen not to adjust the
limit urtil we implement the new methodology. We are working on a new set of imits for synthetic credit and
the current CS01 will be replaced by something more sensible and granular. :

Permanent Subcommittee on Investigations
EXHIBIT #65
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Best,

Pete

o= Redacted by the Permanent
Subcommittee on Investigations

Peter Weiland
Tel +1 212 834 5549

Mob: +

From: Hohl (Regulator), James X

Sent: Thursday, April 19, 2012 11:07 AM

To: Weiland, Peter

Subject: Info on VaR, CSBPV, and stress status and limits

Hi Pete,

Would you have any color around some observations about the CIO VaR, CSBPV and stress results? |
received the following from another examiner this morning. Thanks, James. -

The increase in the Firm's VaR is primarily driven by C1O Synthetic Credit portfolio.

ClO aggregate stress loss is aver 23% of its $15B limit. Also, MtM ¢s bpv limit is in excession by 1074% and has been in
excession for 71 days.

BANK PROPRIETARY AND/OR TRADE SECRET OCC-SPI-00022341
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From: Kamath, Jairam

To: . o Batista, Geralynn .~=a= Redacted by the Permanent
Sent: . 4/23/2012 5:51:25 PM - o ; Subcommittee on Investigations
Subject: RE: Weekly Market Summary period ending 4/13 o -

Sorry, I missed your email last week. |also saw the final version Fred sent out. Looks good.

jairam.kamath@occ.treas.gov

Tel: 212-899-1386

B8 e

Fax:301-433-6238

This message is intended for designated recipients only. If you have received this message in error, please delete

the original and all copies and notify the sender immediately. Federal law prohibits the disclosure or other use of
this mforma'non

From: Batista, Geralynn

Sent: Thursday, April 19, 2012 1:15 PM

To: Kamath, Jairam

Cc: Swank, Todd; Fursa, Thomas

Subject: Weekly Market Summary period ending 4/13

Hi Jairam,

Do you mind taking a quick peek at this to confirm that it properly reflects the changes_tb the stress testing
framework?

Thanks,

Geralynn

Stress losses increased attributable to additional pOl’thhDS added as a result of FSP(see detalis below); 1B VaR
unchanged trailing 5-day trading revenue is moderate at $398mm.

STRESS RESULTS (COB 4/6/12)

Chang’e Current
- Current Loss/Gain
Prior week Loss/Gain

Limit -

‘Scenario

Firm MTM Bad Case:

Permanent Subcﬂinmittee on Investigations
EXHIBIT #66
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====== Redacted by the Permanent
Subcommittee on Invesiigaticn

.irm Aggregate Bad Case

1B MTM Bad Case

CIO MTM
| -$667mm
- -$1.5bn |
_ -5860mm
-$1.0bn
Qil Crisis
RFS MTM

The AFS portfolic has been added to the CIO Aggregate stress test, resulting in a dramatic rise in stress

BANK PROPRIETARY AND/OR TRADE SECRET ' ; OCC-SPI1-00023058
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losses (see chart 1 below). However, the inclusion of the sizable AFS portfolio represents a discontinuity in the
Aggregate Bad Case time series as previously dlsplayed on the graphs. To adjust for this change, the CIO Aggregate
loss estimate is subtracted from the series and shown on the “Adjusted” chart (see chart 2 below). 100% of CIO

‘ggregate losses are assumed to come from the AFS portfolio for simplicity (note that prnar week’s CIO Aggregate
i0ss contribution to Aggregate Bad Case losses was immaterial).

Other portiolios, EE B AP N R - S e AT

o ‘The CIO MTM limit increased from $0.5bn to $1.0bn
o The CIO Aggregate limitincreased from $0.8bn to $15.0bn
Chart1

<< OLE Object: Picture (Device Independent Bitmap) >> wmmeem = Redacted by the Permanent

Subcommittee on Investigations

Chart 2

<< OLE Object: Picture (Device Independent Bitmap) >>

3VAR (4/6 —4/13)
- MEETING MINUTES (4/18)

Follow-Up ltems
‘ ReviewlFred's email (4/17) for to-do’s while heis out

Send Fred a list of impediments to having “strong” risk management in the areas of interest rate risk,
price risk, and liquidity '

Summary Bullets

General

Sally visited to review the Supéwisory Strategy over the past two déys. She:pointed outthatregarding .
Heightened Expectations, the definition of “strong risk management” is to be considered at the dedicated risk
~ management ling, not the lines of business

The Whale Trade issue is considered closed--email went out to Senior Management yesterday
Derivatives/Rates/Equities

BANK PROPRIETARY AND/OR TRADE SECRET ' ‘ - OCC-SPI—00023059
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From: ) Batista, Geralynn

To: <Crumlish, Fred>; <Monroe Christopher>;<Kirk, Mike>;<Swank, Todd>;<Hohl, James>; <Banks

: George>;<Kamath, Jalram> <Woeng, Elwyn>;<Tornese, Doug>;<Fursa, Thomas> <McLaughlin,
Doug=;<Vourvoulias, Andrea>;<Glassman, Adam=;<Mark, Aaron>

cc: ' <Waterhouse, Scott>;<Jacobi, Gene>;<Atkins, Glenn>;<Batista, Geralynn>
Sent: ' - 4/25/2012 8:10:07 PM

Subject: Weekly Market ‘Summary period endmg 4/20

Attachments: ATTACHOOO eml

Stress losses increased marginally following last week’s dramatic jump due to the inclusion of more portfolios
into FSI (see last week’s email attached below for more details); 1B VaR is up from 85mm to 87mm; trailing 5-day
trading revenue is moderate at $378mm. —

STRESS RESULTS (COB 4/13/12)
Change Current

Current Loss/Gain

Prior week Loss/Gain s = Redacted by the Permanent .
Subcommittee on Investigations
Limit '
" Scenario

Firm MTM Bad Case

Firm Aggregate Bad Case

IB MTM Bad Case

Permanent Subcommittee on Investigations

\
- - EXHIBIT #67 |
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CIOMTM
$97mm
-$1.4bn
-S$1.5hn
-51.0bn
Qil Crisis

RFSMTM

The increase in Flrm Aggregate loss was driven by CIO’s elevated utilization primarily due to a large sell
offin equities - ' '

Forthe second consecuhve week, CIO is breaching its $1.0bn stress limit with a utilization of $1.43bn in
the Oil Crisis scenario ; : '

Chart 1

G5

Chart 2

<<, >>

AR (4/23)
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Firm VaR is $144.9mm up from $134mm wow due to ClO VaR increase. After breaching the limit multiple
times Iast Week the limit was ralsed to $145mm

IVIEETING MINUTES (4/25)

3ANK PROPRIETARY AND/OR TRADE SECRET ' | ' " OCC-SPI-00023755
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From: Crumiish, Fred

To: Hohl, James; Kamath, Jairam
Sent: 5/6/2012 9:03:05 PM
§ubject: Re: ClO Synthetic Position

Just got back from chile and saw this. Also didn't see any emails or weekly summary comments since | went on leave..
' -apec

occ
202-439-3938

This message isintended for designated recipients only. If you have received this message in error, please delete the

original and all copies, and notify the sender immediately. Federal law proh:blts the dlsciosure or cther use of this
) mformahon

From: Waterhouse, Scott

Sent: Friday, May 04, 2012 12:03 PM
To: Crumlish, Fred; Hohi, James
‘Subject: CIO Synthetic Position

Doug Braunstein and John Hogan called to provide an update on the ClO position.. They mentioned that if we
have been watching the position reports and P&Ls, we would have seen that they have been taking some
significant MTM losses over the past few weeks. These |osses are on positions established some time ago. Current

losses are approximately $1-.6 billion. Doug said that over time, the bank has taken ‘a couple billion"in gain as an
offset to this position. ‘ :

- Butatthis point, the remaining position is too large and the bank is trying to reduce risk. John said that the long
position is sensitive to a 10% widening in the amount of $900MM. This is hedged with a short position in high
yields that hasa 10% sensitivity of $650MM, giving a net risk to credit spread widening of $250MM. The bankis

~ taking actions now to further reduce the exposure.

. Doug sald that the CIO W|Il also close out some bond positions to take apprommate]y S1Bin gains to offset this
loss.

John said that Ashley Bacon, in his new role as global overseer of market risk, isintroducing new risk measures and
limits for the CIO.

The bank will publiish its Q on Thursday, and Doug expects that they will make some comment in the document.

Doug wants to have a meeting on Wednesday to discuss the history of the position, its performance, and 'glide
path’ to further reduce the risk. He expects that the position will be down substantially by the time we get

together. This meeting will be with the Fed. Fred --you and James should be prepared to attend. Let’stalk
Monday about this. '

Scott

BANK PROPRIETARY AND/OR TRADE SECRE
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From: Crumlish, Fred

To: Waterhouse, Scolt

CcC: Kamath, Jairam; Kirk, Mike; Hohl, James

Sent: 5/7/2012 6:57:01 PM

Subject: CIO information for Wednesday

Attachments: FSI Limit Change FAQ.docx; R-700596-CIO_-_7-ppt.DRF

Scott - | have been catching up and geing through email from the team, and am sending you a couple of background
documents relevant to Wednesday. | believe you have the handout and notes from our meeting with Ina Drew, but |
can resend them as well. . ‘

CIO went to the DRPC in March (see attached wisdm line), but there wasn't a lot of discussion of the synthetic book.
JPM would acknowledge that what they do may be problematic from a Velker perspective, depending on the way the
rues are written. (Note especially the wording of the mandate) However, they strongly believe that what they do should
be exempt from Volker. | haven't found their pitch to DC or others particularly compelling however, since when before
DC policy they tend to speak in generalities or use the word “hedge” too much when what they do is more accurately
described as active risk mgmt. :

Also attached is a JPM document summarizing some recent limit changes. (We have a monthly meeting with market
risk reporting where changes to FSI and other matters related to limits reporting and approval are discussed). \We have
the email where Hogan approved the new firmwide sfress limit.

FY| The follow up from our meeting with Ina Drew was to come back and provide us with the results of their “post
mortem” on the “whale” issue and the changes that were going to be put in place. On the first call (the one that
proceeded the larger meeting with Ina) Hogan also referred to this. I'd expect they would cover some of this during the
meeting Wednesday

IMHO on balance closing the book down makes sense given that it was built in light of the crisis. So it's reason for
existing isn't as compelling as it once was. Bank could use simpler ways of hedging OCI.

| asked the team to go into the FSI grids to get the main drivers of the stress loss numbers (ie, which factors contribute
the most material share).

Also - given ClO's role, we haven't historically gotten daily P&L from them as we do the |B given the nature of its
operations. However | asked James to first, put in a request for more granular daily P&L on the synthetic credit to help
us prepare for Wednesday's meeting, and, more generally, put out the request that geing forward we get daily P&Lina
form such as they provide to (say) Ina Drew. Bank will likely object to this, but it will help us better to answer “Volker”
related questions internally. James is also pursuing logic of limit changes with RM in CIO.

BANK PROPRIETARY AND/OR TRADE SECRI OCC-SPI-00013737
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From: - Kirk, Mlke

-To: <Crumlish, Fred>;<Hohl, James>
Sent: _ 5/10/2012 2;05:39 PM
subject: RE: My opinion on yesterday's meeting.

Thanks Fred,

Wanted to get some ideas down on paper before | forget the details, and to serve as a roadmap in the future.

Working on so.many different things all of which will take place over longtime periods...so wanted to write down
the thoughts.

I'm certain James has more details and ideas.
Regards,

Mike

From: Crumlish, Fred

Sent: Thursday, May 10, 2012 9:58 AM

To: Kirk, Mike; Hohl, James

Subject: RE: My opinion on yesterday's meeting.

See bold.

- apc

% If you have received this message in error, please delete the orlglnal and all copies, and notify the sender immediately.
Federal law prohubrts the disclosure or other use of this information, ™=

From: Kirk, Mike
Sent: Thursday, May 10, 2012 9 22 AM

_ To: Crumlish, Fred; Hohl James _
Subject: My opinion on yesterday's meeting.

Fred,

James and I were chatting electronicélly about tﬁe recent CIO events, and I wanted to share my obinions as food for thought

recognizing that these are only opinions as all the facts are not in, and I don't know for sure what has happened and what is
the correct course of action.

1t's not clear to me that the synthetic credit hedging strategy failed, as it worked quite well for some time (and perhaps until
very recently), and then began to |ose effectiveness and they dtdn't realize this until they tried to reduce part of it. Ithink it's
* possible bank processes failed, not the micro strategy of the synthetic credit hedge.

Agree — [t wasn’t the basic strategy; it was the specific trades done to adjust the position that failed; this seems to

have eliminated all the benefit accrued so far. So the problem was the selection of the strategy to make the
change

I admire Risk for standing up and taking blame for inadequate limits, but that's only part of the problem. No one will ever
know prospectively how issues may arise; that's why there’s multiple forms of controls. Issues sometimes manifest

. 1emselves thru risk, other times thru modets and assumpttons others thru valuatlon and others thru combinations of factors
(Ilkeiy in th15 case) o

BANK PROPRIETARY AND/OR TRADE SECE T _ OCC-00005302
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Agree— Also CIO probahbly needs to focus more on the short term time horizon as well as the longer holding
periods (Recall Ina’s comments). :

Many processes probably may need to be enhanced and management may want to rethink their strategy approval processes
: note the MRA in 2010 attempts to get at this). Ithink all the senior managers, including Jaime Dimon, who approved this
Strategy shoulder the blame. Ithink Ina Drew considers herself to be a real money manaager; she is not. She is a more like a
ALM manager. The CIO function is in a bank. A real money manager produces returns monthly (sometimes more frequently)
to investors who can withdraw at any time. This instills a certain amount of discipline in risk/return vs. liquidity. They know
. that any investment they make may nead to be liquidated in short order, therefore they need to be conscious of their size,
size.of trades, and market ability to absorb their investments when thay need to exit (I realize they have liquidity lines of
credit to assist with this, but this provides for orderly liquidation, it does not provide for long term unwinds with large market
risk exposure). Ina doesn't have that type of discipline forced upon her b/c bank liabilities are not correlated strongly to her
. return, and she doesn't have the risk that investors may withdraw funds if they are unhappy with her investment selections.

Agree — ClO needs a more balanced perspective

In reality Ina Drew is a hybrid, and should manager her function/business as a hybrid. Items that are marked to market
probably should have the same processes as IB, as at the end of the day JPMC has limited appetite for P&L vol. Also, limits
tend at JPMC to be set once there are material exposures.. In this case, because of the size of JPMC's balance sheet, they
would likely set the limits very large anyway. Moreover, there are so many permutations on how to reduce with derivs
(Indices, tranches etc) that the limit system would have to have been extremely comprehensive, and it is unlikely they would -
have set it up that way (particularly if they didn't have the exposures yet) even if they did think of notional limits. So, I think.
that traders would have found other means to exit other than unwinding what they had. If reserves prowded proper
mcentnves to unwind vs. find less costly alternative the situation may have been better

Once the bank finishes their investigations etc, we can also spend more tlme pulling this apart. ClO was on the
schedule for October

More robust reserving for concentrations and liquidity may likely have resulted in traders rolling out of existing HY trades
arier before they became off the run indices, as there may have been an incentive to hold more actively and deeply traded
indices rather than holding onto an older index as liquidity fell, and JPMC's concentration relative to market size increased. If
the bank was not able to roll into another more liquid HY index that was a suitable hedge, this would have been an indication

that the strategy may be breaking down, or that correlations have changed and holdings should be changed to match
available credit hedges. It may not ever be known what happened, but somewhere in between initiating the position and the
point where the bank decided to reduce the HY hedge the market’s willingness/ability to absorb JPMC's size changed, and that
should (I believe) be reflected in their P&L thru reserves (call it concentration or liquidity) and this would have provided the
incentives to the bank to reduce exposures before it became a multibillion dollar issue. This is another way of saying that
there was no process in place.to reevaluate the strategy as long as it was in place in working in terms of current P&L, so they
wouldn't know they were driving on a road where the bridge was out until they got there. The reserving process, sensitive to

changes in concentrations and liguidity, are the road signs waming of danger ahead. Limit structures do not prowde this
warning until you get to the end of the road.

I wasn't satisfied with the comments made about valuation process and thresholds yesterday, and so we have

- some followup here. 1am not sure they got the point, probably because of that “time horizon” comment. In
addition to reserve, there were likely problems with the thresholds themselves. So this is another fol!owup
(Valuatlon was one of the things Hogan said they are Iookmg at)
In the case of this micro strategy, one can look at the market and make a case that the reason why they could not exit the HY
CDS were not due to AMR, EK, LTRO, but due to a pronounced change in market perceptions of risk as one could one could
sell IG instead. "“What does that tell you"? (To quote a former trading mentor of mine.) I think that tells you (and with
hindsight it's clear) that the market has changed materially, and no longer holds historical relationships true; therefore the
JPMC traders use of historical relationships (correlations) was in error, because forward cormelations were now materially
different and likely to remain that way (as JPMC's later analysis agreed). Market's seemingly insatiable appetite to take the

other side of JPMC's trades possibly indicated that the IMPLIED market price of this correlation has collapsed..something that
eventually became realized in the losses at JPMC.

£ree and when evaluating strategy’s perhaps traders should have looked at more scenarios. We will see what thay
did. :

BANK PROPRIETARY AND/OR TRADE SECRET ‘ ' | 0CC-00005303
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While having more granular limits wauld have certainly helped, the limits alona would not provide the proper incentive for
traders to unwind the trades they have vs enter new cnes and adding complexity. For as long as it is less costly to the
traders P&L to enter new risks vs closing old ones, new risks will be added. This is a simple law of trading that will always
hold true. With complex products traders can always find a way to reduce a type of exposure by adding a new one. The

sue is when relationships assumed between the risks break down (correlations) the whole strategy implodes and multiple
illiquid risks need to be unwound instead of one. And unwinding this is more complex that it seems because lifting one leg
without the closing the other exposes new risks again, and it is extremely difficult to find the other side to multiple legged
camplex risks strategies in other words it's unlikely that you will find someone who will want both legs of your complex hedge

at a time when it's moving so much against you (or at any time for that matter because the other SIde of complex hedging -
strategies do not naturaliy exist").

Processes for new strategy should have included stresses to that strategy. But would they have stressed to extent market is
currently dislocated? Probably not, b/c they would have based upon historical spreads and correlations which are now no
longer relevant and the moves to current level would have been considered beyond extreme. I think this is a similar issue as
the hybrids books...JPMC may not stress the complex risks enough. By putting the complex illiquid products thru the typical
stress scenarios the bank is effectively ignoring the illiquidity because the standard scenarios assume an exit and rebalance

which may not be feasible. Tha normal stress processes do not assume events happen multiple times, and do not 9o
extremely deep into tails. i

Agree |-am curious to see what they did, though

I have no concemns generally with the overarching strategy of the CIO fundtion and what they were attempting to do. I think,
however, that processes may need to be strengthened. I understand the bank is locking at all processes right now; but, I
think we should consider steering them towards changes in valuation pelicies and processes for mark to market items,
initiating a new strategy review process that is documented and signed off by all control functions (sort of like a NBIA), and a
review of stress processes for complex products and strategies (something I think the bank fell short of with respect to
hybrids). Prospective strategies should be run thru the complex stress scenarios as part of the NBIA look a-like process.

Agree

Just thinking on paper, not saying that any of this is fact, or the solution.
‘Regards,

Mike

Mike Kik

_ bapﬁal Markets Examiner
Large Bank Supervision
Phone: 212 899-1383

Fax 301 433-9209

This message Is infended for designated recipienfs only. If you have received this méssage in error,
please delete the original and all copies and notify ﬂre sender immedijately. Federal law pr'ah.rbffs the
df:clasurz or other use of this mforma tion.
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From: Waterhouse, Scott

To: <Brosnan, Mike>:<Belshaw, Sally>
- Sent: 5/11/2012 2;58:22 PM
jubject: RE: J.P.Morgan Chase

Just FY| —we did an examination of the CIO at the end of 2010 and have a follow-up planned soon. We had some
concerms about overall governance and transparency of the activities. We received a lot of pushback from the bank,

- Ina Drew in particular, regarding our comments. In fact, Ina called Crumliish when he was in London and “sternly”
discussed our conclusions with him for 45 minutes. Basically she said that investment decisions are made with the full
understanding of executive management including Jamie Dimon. She said that everyone knows what is going on and
there is little need for more limits, controls, or reports. At the conclusion of the exam, we issued the following MRA.

= Management should update and amend investment policies to cle‘arly define the processes used to manage the
investment portfolio as well as document current portfolio objectives and investment parameters.

The risk management framewaork for the investment portfolios (Strategic Asset Allocation and Tactical Asset Allocation) is not
well documented. While overall risk controls and communication appear to be sound, the absence of a documented
methodology with clear records of decisions and other approvals makes it difficult to determine whether portfolio risk
management and control are governed according {o senior management and DRPC expectations. Discussions with
managers and a review of audit work enabled us to clarify how investment decisions are made and what parameters and

fimits exist around investment actLVIiles Nevertheless, it is our expectation that the following minimums be formally
documented;

* While trades, portfolio decisions and market analysis focus on maintaining an agreed upon duration of equity (DOE), there
is no report that summarizes support for the agreed upon DOE. Senior ALCO receives unly the DOE synopsis page, and
. documentation leading up to decisions and/or minutes of those discussions should be kept.

Gﬁidance articulating overall portfclio objectives ar exposure targets and asset parameters is not used. While we
recagnize the need for maintaining flexibility in portfolic management, practices and decisions should be docurmented.

Reporting and analysis on below-investment-grade and nonrated (NRj securities should be documented better 16 ensure
ongoing compliance with OCC Bulletin 2004-25.

It just goes to show that it is difficult to always be smarter than the market. Humility is good.

From: Brosnan, Mike

Sent: Friday, May 11, 2012 10:35 AM
To: Belshaw, Sally; Waterhouse, Scott
Subject: Fw: J.P.Morgan Chase

Redacteéd by the |
 Permanent Subcommittee on Investigations ‘
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From: - Regulatorl), James X <Hohl \>

- To:. . <Wilmot, John>
*ent: 5/14/2012 11:24:14 AM
ubject: ? RE: ClO P&L reporting

Hi John, If there's a dalTy P&L distribution like those that we get from the IB, can you add erther me or my boss Fred
Crumhsh to it as soon as possnble Thanks James

From: Wilmot, John

Sent: Wednesday, May 09, 2012 6:20 PM
To: Hohl (Regulator), James X

Subject: RE: CIO P&L reporting

Jim— sbrry for the delay. | am working on this request.

John C, Wilmet | Chief Investment Office .1 + john.wilmot® jpmorgan.com | (Work: (212) 834-5452 | ( Cell: _

From: Hohl (Regulator), James X.
Sent: Monday, May 07, 2012 11:58 AM == Redacted by the Permanent

‘To: Wilmot, John - Subcommittee on Investigations
Subject: CIO P&L reporting 3 ¢ :

Hi John,

We'd like to get the synthetic credit P&L for the past five weeks broken out on at least a weekly basis. If

you've got regular reports that show this, just forwarding them would be best. Also, we-are on the ,
Histribution for daily P&Ls from the IB. If CIO MTM positions are also distributed daily, we'd like to get the
eporting on the same basis.” | am on the distribution for the daily MSR P/L Estimate.

Thanks, James

Permanent Subcommittee on Investigations :

EXHIBIT #72

BANK PROPRIETARY AND/OR TRADE SECR

0CC-00004759
INFORMATION :




From: Crumlish, Fred

To: 2 <Waterhouse, Scott>
Sent: 5/15/2012 5:24:26 PM
Subject: FW:

Exactly. Let’s see what the “lessons learned” says...

- apec

*EK

If you have received this message in error, p[ease delete ’the original and all copies, and notify the sender mmedlately
Federal law prohlbrts the disclosure or other use of this lnformahon Rk

From: Wong, Elwyn

Sent; Tuesday, May 15, 2012 1:17 PM

To: Kirk, Mike; Crumlish, Fred; Fursa, Thomas; Hohl, James
Subject: RE:

Good point. Does not add up. Collateral dispute of $700 mil versus a dauble digit reserves amount?

From: Kirk, Mike

Sent: Tuesday, May 15, 2012 1:14 PM
To: Wong, Elwyn

Subject: RE: '

Jst [ooked atitand can’t find what | would think is the whole book...wondering are there items they weren’t price
testing?

Wondermg how could they have a Iarge collateral dlspute and with these reports showmg pricing this tight (16[\/1!\/]
adjustment only) :

Is the synthetic portfolio completely covered by this report? It’s not clear to me.

From: Waong, Elwyn

Sent: Tuesday, May 15, 2012 11 18 AM
To: Kirk, Mike

Subject:

Talked to Tom. There is March €lO VCG report in WISDM under FVP/CIO. The Powerpoint mentioned incréase by a
small amount of reserves for CDS but we didn’t find total amount in Spreadsheet. | will look more closely too.

CIOVCG reports to ClO Controller not to Jean Francois Bessin abviously.

iPermanent Subcommiitee on Investigations
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From: ] Regulator\), James X <Hohl \»

To: Regulatory), Fred X <Crumlish \» - ' , .
Sent: 5/17/2012 7:36:43 PM ’ -
Subject: Not Getting CIO daily P&L after only one day

FYI-1 got one CIO daily P&L d:stnbutnon and then didn't yesterday. [inquired about it this morning, but haven't heard
. back.

From: Hohl (Regulator), James X

Sent: Thursday, May 17,2012 8:09 AM

To: Rizaj, Admand X~

Subject: RE: CIo Performance Summary - 05/1512012

, I'received the daily report below on Tuesday but didn't receive it on Wednesday Was there a problem Wlth the
report last night? Thanks, James

From: Rizaj, Admand X

Sent: Tuesday, May-15, 2012 8:23 PM

To: CIO Daily Performance Summary ‘
Subject: CIO Performance Summary - 05/ 15/2012

Admand Rizaj | JPMC CIO-Finance | admand. x.rizaj@ipmorean.com | ( (212) 834 - 9677

Permanent Subcommittee on Invesﬁzations
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From: V Kirk, 'Mike

To: ) Wong, Elwyn

Sent: ' 5/18/2012 11:26:08 AM
iubject: . RE: CIO call with Mike Brosnan

Attachments: * image001.png; image002.png

Agreed too. That's the problem with using historical data and assuming mean reversion. It will work a lot of times, but

. one has to be mindful of paradigm shifts and the LTRO is a paradigm shift for the markets in the short run. Issue is
JPM never stressed components of the trades beyond historical (I think). Had they looked at the components of the-
risks and stressed them to say 4-5-6 sds they would have the impacts of Itaw prebability events Although my guess is
they wouicl have |gn0red that tooI Arrogance drove thls bus.

From: Wong, Elwyn
Sent: Thursday, May 17, 2012 7:56 PM

. To: Kirk, Mike ‘
Subject: Re: CIO call with Mike Brosnan

That's not worth the paper it is written on. You think they can convince my cleaning lady? A dollar on each cell of the
mattrix is worth the same

From Kirk, Mike
Sent: Thursday, May 17, 2012 06:20 PM
To: Wong, Elwyn
Subject: RE: CIO call with Mike Brosnan

That's the point!

“he relationship obviously didn't hold, and | Would be if we plotted the graph today the locations would be far from the

siagonal...and | be if we had access to the data that the red portion is moving up and farther to the right with each
- passing day in April

From: Wong, Elwyn '
Sent: Thursday, May 17, 2012 5:58 PM
To: Kirk, Mike; Crumiish, Fred; Hohl James
Cc: Waterhouse, Scott

Subject: RE: CIO call with Mike Brosnan

| was not at the April 16 meeting. But let me verture to gUesé what it is trying to say.

Permanent Subcommittee on Investigations
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The y-axis is rolling 10 yr cds —rolling 5 yr cds. They had a few Bloomberg graphs showing how this rolled spread

from being NEGATIVE in 2008 and 2009 (just like Greece and lta!y) towards more normahzatuon when it eventually
returned to being positively sloped. : ,

The x-axis is the Hedge Index Composite. | venture to guess this is the aggregate hedge that think they need to put on,
related to the aggregate number on the extreme lower right hand side, the $158 4598 mil. They have a whole matrix of
longs and shorts and that's the composite. As fear resided and rolling 10 yr minus roliing 5 yr retumed to positive, they
an reduce their total hedge. As Mike said, the REDS are which they are at now.-- so their hedge is not that
unreascnable, IF THE HEDGE AMOUNT DID HAVE THIS RELATIONSHIP TO THE SLOPE of 5yrto 10yrCDS

The sentence which is somewhat perplexing is “the relationship is bounded by the off-the-run HY shbns and the
on-the-run IG shorts. Meaning that this is their core hedge?
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Grand Totat 13,703 45282 - 25457 1467 2774 33263 1,756 - 26506 20088 46,930 24202 94587 43L

The whole scenario thing about convexity is talking their book/advertizing — in a panic situation, people will run to put
protection in the short end and not the long end. So the curve FLATTENS again like in 2007. In other words, their

- . hedge has analytical underpinning. Not only are they reducing their short risk hedge prudently according to the slope of -
the Syr-10yr, as plotted on Bloomberg, the flattener would have been a safe bet because in case they were reducing
their hedge too fast and the economy tanked against, the built in flattener would be there to help.
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From: Kirk, Mike
Sent: Thursday, May 17, 2012 4:51 PM.
- To: Crumlish, Fred; Hohl James; Wong, Elwyn
Cc: Waterhouse, Scott
subject: RE: CIO aall with Mtke Brosnan

Fred,:

Happy to join youin your calls with Mike B.

In respect to your questlons in the order asked:

The graph on page 7 shows the slippage of their portfolio compared to the hedge The closer to the d|agonal
the' more closely the hedge tracks the portfolio. The red highiighted area is recent period they were discussing
where hedges were breaking down, and markets were not movmg according to their modeled projections
based upon historical correlations. )

To make the chart you would need two items. A targeted portfolio and a hedge portfolio. We could ask for
this chart of the strategy prior to re working the hedge position to remave part of the hedge (why we were told
they decided to sell IG with fallen angels). This request may be instructive and could settle the issue of whether
the original portfolio was an effective hedge. P&L for previous 4 years, however, was fairly reasonable, so
that would tend to suppart the banks statement that the hedge worked well for years. It went astray when they
reduced the hedge. -

| think Matt Zames would likely have a different view of the choice of strategy with hindsight being a beneﬂt
Position really went bad as shown in March/April, question is did the London desk continue seling in IG in April
with the curve steepening and spreads widening and basis (to theoretical) tradmg rich. Thls is somethmg we do
not atthis time know.

You can give Mike B my cell phone number.

Please note Elwyn and James will likely have quality information to add so you may want to wait to hear from them
‘efore passing along.

Regards,
Mike

From: Crumlish, Fred

Sent: Thursday, May 17, 2012 4:22 PM
To: Kirk, Mike; Hohl, James; Wong, Elwyn
Cc: Waterhouse, Scott

Subject: CIO call with Mike Brosnan

Scott and | spoke to Mike Brosnan today about what we were doing now and going forward on the CIO book. We will

likely have a call with him frequently, and, particularly with respect to the intricacies of the position, will need to include
you. '

A coupie of thlngs specific to the pre-April 16 interactions and some of the emails that are cwculating

- | told Mike B that the Joe Sabatini emails with selected position information were sent by the bank after initial
OCC and FRB enquiries. We concluded that this information was pretty much useless, as it did not tell us what
was happerning risk wise. We also talked about a couple of those other emails, but | emphasized that the
culmination was getting a meeting with Ina Drew and company on April 16.

- With respect to the April meeting, Mike B. is going through the “synthetic credit deck” and he had a few
technical questions, not all of which | was able to fully answer since | didn't recall or had been focusing on other
issues and didn't think of those questions. With respect to this presentation:

o Mikeand James: Please have a look at your notes for page 7 as | wasn't fully able to explain the graph
or the bottom. Also if you have details on the scenario descnptaon on page 11, we should pass that

_ along.

o It would be nice at some point if we could get a chart such as that on page 5 *before* the position was
put on. Maybe we will request it, maybe not. Let's see if we nead it after going through new reporting

BANK PROPRIETARY AND/OR TRADE SECRET . . OCC-SPI-00021630
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o More fo the point, | told Mike that the bank would likely not stand behind (aside from a statement that it

was the best they knew at the fime) -this analysis at this point, as the position tumed out to be far more
problematic than presented and so the description of risk was missing.

‘o Mike Kirk —as usual, don't be surprised if Mike just calls you sometime.

- I'told Mike that next Monday we will be going over current risk reporting and positions in more detail, as the

reporting is evolving. He might want to speak with us shortly after. I'd expect to have Mike and Ewyn to help
speak to technical details etc. _

So, keep your notes current.. All emails get circuiated widely, and of course generate questions.

- apc

*#** Ifyou have received this message in error, please delete the original and all copies, and notify the sender mm:dlatcl} Federal law
prohibits the disclosure or oﬂxar use of this information, ***
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From: - Kamath, Jairam

To: k " <Crumlish, Fred>;<Fursa, Thomas>;<Wong, Elwyn=>
© Sent: 5/21/2012 3:20:02 PM -
Subject: : RE: cio var change

Here are a few comments from the days preceding the synthetic credit VaR model change that became effective
- 1/27/12. Note the reduction of CIO VaR by 44% to $57mm.

COB 1/23/12

The stand alone VaR for each LOB are as follows: B is $72mm (vs. $120mm fimit), C1O is $103mm (vs $105mm limit), RFS is
$12mm (vs. $95mm limit), TSS is $9mm (vs. $25mm limit), Private Equity is $9mm (no limit set given immateriality), and AM is
$0.2mm (no limit set given immateriality).

- *ClO 95% VaR has become elevated as ClO balances credit protection and management of its Basel llil RWA. In so
doing, CIO has increased its overall credit spread protection (the action taken thus far has further contributed to the
positive stress benefit in the Credit Crisis (Large Flattening Sell-off) for this portfolic which has increased from
+$1.4bn to +$1.6bn) while increasing VaR during the breach period.-

_Action has been taken to reduce the VaR and will continue. In addition, CIO has developed an improved VaR model for

synthetic credit and has been working with MRG to gain approval, which is expected to be implemented by the end of
January.

The impact of the new VaR model based on Jan. 18 data will be a reduction of CIO VaR by 44% to $57mm.

COB 1/24/12

CIO continues to manage the synthetlc credit portfolio balancing credit protection and Basel lll RWA.. The new VaR
model for CIO was approved today by MRG and is expected to be implemented prior to month-end.

=== = Redacted by the Permanent

jairam.kamath@occ.treas.gov Subcommittee on Investigations

Tel: 212-829-1386
BB:
Fax: 301-433-6238

This message is intended for designated recipients only. If-you have received this message in error, please delete the

original and all copies and notify the sender immediately. Federal law prohlbtts the disclosure or other use of this
mformation

From: Crumlish, Fred

‘Sent: Monday, May 21, 2012 10:54 AM

To: Fursa, Thomas; Wong, Elwyn; Kamath, Jairam
Subject: cio var change ;

During the model control exam or elsewhere, did you specifically discuss the CIO VaR change. If so, let me know what
and how. We can discuss. If it's a workpaper comment or meeting note, you can send me the fink

-apc

¥ If you have received this message inerror, please delete the original and all copies, and notify the sender immediately. Federal law
prohibits (e disclosure or other use of this information. ***

Permanent Subcommittee on Investngatmns
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From: . : Waterhouse, Scott

Ta: Brosnan, Mike; Belshaw, Sally
Senf: ) 6/29/2012 8:07:30 PM .
ubject: : FW: 2nd Wilmer Hale Call

Interesting commentary. This is the SEC questioning of WilmerHale.

From: Kirk, Mike

Sent: Friday, June 29, 2012 9:06 AM

To: Wong, Elwyn; Waterhouse, Scott; Crumiish, Fred
- Cc: Hohl, James; Patro, Dilip; Banks, George

Subject: RE: 2nd Wilmer Hale Call

Yes, a huge percentage at that point in history.

From: Wong, Elwyn

Sent: Friday, June 29, 2012 5:01 AM

To: Kirk, Mike; Waterhouse, Scott; Crumlish, Fred
Cc: Hohl, James; Patro, Dilip; Banks, George
Subject: Re: 2nd Wilmer Hale Call

That was my immediate reaction as well. Will be interesting t6 see what more they have to say inthe 3rd call focusing
on valuation. But more importantly, the few hundred million divergence was supposed to have been reflected in the
'PnL on the last day of March. Thenin Aprll there was another 700 mil coﬂateral dispute? | mean, DISPUTE ~thatis g
percentage of the mark te market!

“~om: Kirk, Mike

ant: Friday, June 29, 2012 07:38 AM
To: Wong, Elwyn; Waterhouse, Scott; Crumlish, Fred .
Ce: Hohl, James; Patro, Dilip; Banks, George
Subject: RE: 2nd Wilmer Hale Call

Sect:on 1 on Traders is damagmg to Hogan's reputation in respect to his interaction with reguiators in .
my opinion.

On the very first daily call, Hogan discussed that earlier there had been a large collateral dispute with
their counterparties. | questioned him on how it was resolved and he said JPM eventually agreed to the
counterparties marks and then paid out the near $400MM amount. | then followed with a question
relating to what | described as mismarked books to which Hogan forcefully stated JPM books were not
mismarked; leaving both Elwyn and me left puzzled over how a collateral dispute could be resolved by

agreeing to the counterparties marks, without admitting your own marks were incorrect. The 4”f bullet
point below is consistent with a collateral dispute that is resolved by agreeing to counter parties levels,
and more consistent with a common sense view of likely drivers of the same.

From: Wong, Elwyn

Sent: Thursday, June 28, 2012 6:17 PM

To: Waterhouse, Scott; Crumlish, Fred; Kirk, Mike
Cc: Hohl, James; Patro, Dilip; Banks, George
Subject: 2nd Wilmer Hale Call ‘

Jilmer Hale made Part 2 of their presentation today in terms of theirﬁndingc They have yet
to finish interviewing JPM employees in London. Materials were handed outtoour DC

Permanent Subcommlttee on Investlg‘ltmns
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people. Tom Dowd and Kevin-Lee were 2 names | recognize.

There will be a third presentation specifically on trader marks and VCG. It is currently
>heduled for next Tuesday but Wilmer Hale is asking for more time possibly until week after

July 4 a5 they are still interviewing Lodon employees.
Today Wilmer Hale focused on who knew what and when they knew.

Traders:

- Perplexingly, traders seem to have formulated their RWA reduction strategy based
on their own method of calculating RWA outside of that calculated by Risk
Management/Finance (unsure how exactly the latter calculates it but it did to a large extent
involve Westend and unsure why 1G vs HY would reduce RWA at all). While there was not
much disagreement between traders and Risk on the large reduction in VaR upon the
implementation of Westend, there were lengthy debates on why RWA should increase upon
the rollout of the Westend. The disagreement led to Venkat and Olivier’s involvement in the

first place (separate and distinct from Hogan parachuting them in by April 27th). Macris was

unsuccessful in convincing Venkat that traders RWA methodology was correct and Risk
Management’s was wrong. ' '

Traders had-debated splitting tranches and their delta hedges into one 'book to
calculate Comprehensive Risk Measure (CRM) and the pure index positions into another
“ook to calculate. Incremental Risk Capital (IRC)

Macris and Drew made no mentioning of increase in RWA (according to Risk
Management's calculation) in February CIO ERM attended by Dimon and Braunstein

Wilmer Hale has already begun using the term “hiding losses”, A junior trader Julian
Grout was responsible for FO daily marks. He kept a record of the difference between
“crude-mids” (taking market prices without taking specific consideration of circumstances and .
size and who it was from) and CIO marks. It was $100mil in Jan 2012 and had grown to '
$300mil in Mar. That record was last dated 03/15/2012. Real market marks were trued by
end of Mar and the large loss on 3/31/2012 was due to that one reason. For example, a
realized loss was $12 mil on a day in March when the crude-mid divergence was $600 mil.
On another day, it was $18 mil loss when the divergence was $300 mil.

Bruno lksil mused on divergence reaching $1 bil by the end of March but if CIO held

out it would not lose a single penny. On a Friday, he said he didn’t want to come back on
' Monday :

Traders were intentionally doing larger notionals to drive the market their way. They |
talked about “taking the P/L pain” versus the risk of building larger positions.

Traders gave much smaller loss estimates under different scenarios‘repeatedly
-uring rehearsals for the earnings.call and inquiries triggered by the Bloomberg London
Whale article just prior to that. 80% chance of Q2 losses between $150 mil and $250 mil but

BANK PROPRIETARY AND/OR TRADE INFORMATION | OCC-SPI-00071386



possible large drawdown intra-quarter..
A lot of emails betw_een Bruno and Javief not less from them to Macris

: When [na met with traders to further‘di'scu_ss why the results of Risk Management’s
RWA calculations were so different from the traders, they did not include positions put on
from 3/7 to 3/20 ( we now know they doubled down around this time)

Other senior hires within CIO made incidental suggestions. Head of NA C10 trading
suggested using IRS swap spread to hedge credit spread widening. John Wilmott suggested
- using OCI to fund some unwinds. Wilmott also suggested closing the book entirely

Dimon and Braunstein

Nothing new on this front as | have written on this extensively in the last email. In a
nutshell, they only began asking for details around the Bloomberg news break and during the
run-up to the 4/13/2012 earnings call. Macris told Braunstein the majority of the positions
were taken in Jan and Feb but we now know the doubling down in March. Dimon, Braunstein
and Hogan believed Ina and Macris well into April for at least another week after 4/13/2012

. earnings call. That was when more significant losses began to show.

Risk Reporting

For the 4/13 earnings supplement, neither Levine Surtani and Matt Lynch from Risk
“eporting nor Goldman/Weiland knew they should be disclosing VaR model change even
" wnough SEC guidelines said they should. They even consulted Ashley Bacon. After
Goldman/Weiland sign-off, since only average VaR was reported, no one had picked up on
the sudden decrease in VaR caused by the new model.

Only when 10Q was about to be filed and more people were involved such as PCW
and Controllers were they then made aware of the need for disclosure.

. The part on why they had to re-instate old model with a much large VaR is now
familiar to us

BANK PROPRIETARY AND/OR TRADE INFORMATION ' - OCC-5P1-00071386



From: Market Risk Management - Reporting <marketriskmanagement-reporting@jpmorgan.com>
Sent: * Fri, 20 Jan 2012 23:10:24 GMT

Market Risk Management - Reporting <marketriskmanagement-reporting@jpmorgan.com>; Dimon, Jamie
<jamie.dimon@jpmchase.com>; Hogan, John J. <lohn.J.Hogan@jpmorgan.com>; Zubrow, Barry L
<barry.l.zubrow@jpmchase.com>; Staley, Jes <jes.staley@jpmorgan.com>; Drew, Ina -
<lna.Drew@jpmorgan.com>; Rauchenberger, Louis <louis.rauchenberger@jpmorgan.com>; Lake, Marianne
To: <Marianne.Lake@jpmorgan.com>; Weiland, Peter <peter.weiland@jpmchase.com>; Weisbrod, David A.
<David.A.Weisbrod@jpmchase.com>; Bacon, Ashley <Ashley.Bacon@jpmorgan.com>; Beck, David
<david.j.beck@jpmchase.com>; Braunstein, Douglas <Douglas.Braunstein@jpmorgan.com>; Morzaria, Tushar R
<tushar.r.morzaria@jpmorgan.com>; Wilmot, John <JOHN.WILMOT@jpmorgan.com>; Dellosso, Donna
<Donna.Dellosso@jpmorgan.com>; Bisignano, Frank J <frank.j.bisignano@jpmchase.com>

Doyle, Robin A. <Robin.A.Doyle@chase.com>; Waring, Mick <Mick.Waring@jpmorgan.com>; Market Risk
Reporting <Market_Risk_Reporting@jpmchase.com>; Sreckovic, Steven <steven.sreckovic@jpmorgan.com>;

cc: McCaffrey, Lauren A <lauren.a.mccaffrey@jpmorgan.com>; Tocchio, Samantha X
<samantha.x.tocchio@jpmorgan.com>; Chiavenato, Ricardo S. <ricardo.s. chlavenato@meorgan com>; Chen,
Dan <Dan.Chen@jpmorgan.com>; Goldman, Irvin J <irvin.j.goldman@jpmchase.com>

* Subject: JPMC Firmwide VaR - Daily Update - COB 01/19/2012

Firmwide 95% 10Q VaR

s The Firm's 95% 10Q VaR as of cob 01/19/2012 has decreased by $9mm from the prior day's VaR to $129mm and
continues to breach the $125mm Firm VaR limit for the fourth consecutive day. ‘

s ClO's 95% 10Q VaR* as of cob 01/19/2012 has decreased by $2.5mm from the prior day's VaR to $100mm and

i continues to breach the $95mm CIO VaR limit for the fourth consecutive day.

e Thedecreasein the Firm's VaR is. pnmanly driven by an overall increase in diversification benefit across the Firm
and position changes in CIO and MSR.

o Each LOB's contribution to the Firm's $129mm VaR (as shown by marginal VaR) are: IB—
10 ($78mm mVaR, primaril

driven by CIO International credit tranche book), RFS
Private Equity and TSS

o The stand alone VaR for each LOB are as follows: |B is | R C 'O is $100mm (vs. $95mm
i) - IR - I -
T T, o T TR ST

*Cl0 95% VaR has become elevated as ClO balances credit protection and management of its Basel [ll RWA. Inso
doing, CIO has increased its overall credit spread protection (the action taken thus far has further contributed to the
positive stress benefit in the Credit Crisis (Large Flattening Sell-off) for this portfolio which has increased from
+$1.4bn to +51.6bn) while increasing VaR during the breach period.

Action has been taken to reduce the VaR and will continue. In addition, ClO has developed an improved VaR model
_ for synthetic credit and has been working with MRG to gain approval, which is expected to be implemented by the
end of January ;

The impact of the new VaR model based on Jan, 18 data will be a reduction of CIO VaR by 44% to S57mm.

10Q Externally Disclosed VaR
‘ \ Permanent Subcommittee on Investigations
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From: MRM Reporting <mrm. reportmg@mechase com>
Sent:  Fri, 20 Jan 2012 23:10:53 GMT

To: Dimon, Jamie <jamie.dimon@jpmchase.com>; Hogan, John J. <John.J. Hogan@]pmorgan com>;
' Zubrow, Barry L <barry.| zubrow(@jpmchase.com>

-Staley, Jes <jes.staley@jpmorgan.com™>; Drew, Ina <Ina Drew@]pmorgan com>; Doyle, Robin A.
<Robin.A.Doyle@chase.com>; Welland Peter <peter.weiland@jpmchase.com>; Bacon, Ashley
<Ashley Bacon@jpmorgan.com>; Waring, Mick <Mick Waring@jpmorgan.com>; Lochtefeld,
Thomas A <thomas.a. lochtefeld@meorgan com>; Surtani, Lavine <Lavine. Surtam@mechase com>

cC: Tocchio, Samantha X <samantha.x tocchio@jpmorgan.com>; Goldman, Trvin J

' <irvin.j.goldman@jpmchase.com>; Gondell, Sarah N <sarah.n.gondel @_] pmorgan,com™>; Sreckovic,

Steven <steven..sreckovic@jpmorgan.com>; McCaffrey, Lauren A
<lauren.a.mccaffrey(@jpmorgan.com>; MRM Business Reporting ‘
<MRM Business Reporting@jpmchase.com>; MRM Reporting <mrm.reporting@jpmchase.com>;
Intraspect - LIMITS <Intraspect - LIMIT S@restncted chase.com>

Subject: JPMC 95% 10Q VaR - Limit Excession Notification (COB 1/19/12)

The Firm’s 95% 10Q VaR breached its $125mm limit for the fourth consecutive day on January 19th 2012,
primarily driven by CIO.

CIO 95% VaR has become elevated as CIO balances credit protection and management of its Basel IIl RWA. In
so'doing, CIO has increased its overall credit spread protection (the action taken thus far has further contributed
to the positive stress benefit in the Credit Crisis (Large Flattening Sell-off) for this portfolio which has
increased from +8$1.4bn to +$1.6bn) while increasing VaR during the breach period.

Action has been taken to reduce the VaR and will continue. In addition, CIO has developed an improved VaR
model for synthetic credit and has been working with MRG to gain approval, which is expected to be
implemented by the end of January.

The impact of the new VaR model based on Jan. 18 data will be a reduction of CIO VaR by 44% to $57mm.

- Blackberry friendly:
$ mm
COB VaR Limit
1/19/2012 129.2 125.0
1/18/2012 138.0 125.0
1/17/2012 132.9 125.0
1/16/2012 126.5 125.0

Per‘manent' Subéommittce on Inve=stigat.iuns |
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From: =~ MRM Reporting <mrm_reporting@jpmchase.com>
Sent: Mon, 23 Jan 2012 20:30:50 GMT

To: Dimon, Jamie <jamie.dimon@jpmchase.com>; Hogan, John J. <John.J .Hogan@jpmorgan.com>

Drew, Ina <Ina.Drew(@jpmorgan.com>; Staley, Jes <jes.staley@jpmorgan.com>; Weiland, Peter
<peter.weiland@jpmchase.com>; Bacon, Ashley <Ashley.Bacon@jpmorgan,com>; Waring,
Mick <Mick. Waring@jpmorgan.com=>; Doyle, Robin A, <Rcbin. A.Doyle@chase.com>;
: Bisignano, Frank J <frank j bisignano@jpmchase.com>; Tocchio, Samantha X

CC: <samantha x.tocchio@jpmorgan.com>; Lochtefeld, Thomas A
<thomas.a. lochtefeld@jpmorgan. com™>; GREEN, TAN <ian. green@jpmorgan.com>; Gondell,
Sarah N <sarah.n.gondell@jpmorgan.com>; MRM Firmwide Reporting
<MRM _Firmwide Reporting(@jpmorgan.com>; Intraspect - LIMITS <Intraspect -
_LIMITS(@restricted.chase.com>

Subject: APPROVAL NEEDED: JPMC 95% 10Q VaR One-Off Limit Approval
Importance: High

This email is to request your approval to implement the temporary increase of the Firm’s 95% 10Q VaR limit from
$125mm to $140mm, expiring on January 31%, 2012, There is a pending approval for a new model for the ClO Intl Credit
Tranche book. If the new model is approved and implemented prior to January 31*, the Firm’s 95% 10Q VaR limit will
revert back to the original $125mm level.

ClO 95% VaR has become elevated as CIO balances credit protection and management of its Basel [ll RWA. In so daing,
ClO has increased its overall credit spread protection (the action taken thus far has further contributed to the positive
stress benefit in the Credit Crisis (Large Flattening Sell-off) for this portfolio which has increased from +51.4bn to
+51.6bn) while increasing VaR during the breach period. '

Action has been taken to reduce the VaR and will continue. In addition, C1O has developed an improved VaR model for

synthetic cred|t and has been working with MRG to gain approval, which is expected to be implemented by the end of
January.

The impact of the new VaR model based on Jan. 18 data will be a redut.tiOn of ClO VaR by 44% to S57mm.

‘Below are estimated VaR levels for COB 1/18/12 using the new Credit Tranche model. A ' M

' CURRENT NEW MODEL -  CURRENT NEW MODEL
COB 1/1812 FIRM FIRM CI0 CI10
2;;{; eq $137,961,471 $98,456,554 $102,385,406 ~  $57,183,430

Proposed Change to the Firm’s 95% 100Q VaR:

LOB  Limit Type: Level 1 Current Limit Proposed Temporary Limit’
JPMC  95% 10Q VaR "~ $125mm $140mm

If more information is required, please let us know and we will arrange to provide further details.

Permanent Sgbcommittee on Investigations
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Blackberry friendly:
Temporary increase of the JPMC 95% 10Q VaR Limit from $125mm to $140mm.

Upon receipt of your approval, the above limit change will be entered into Market Risk Systems with a start date of
January 20, 2012.

If you apprové of the limit change, please reply to-all with your approval.

Thank you.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. - JPM-CIO-PSI 0004661



From: Dimon, Jamie <jamie.dimon@jpmchase.com>
Sent: Mon, 23 Jan 2012 23:13:18 GMT

' To: Hogan, John J. <John.J.Hogan@jpmorgan.com>; MRM Reporting
: <mrm.reporting@jpmchase.com>

Drew, Ina <Ina.Drew@jpmorgan.com>; Staley, Jes- <Jes staley@jpmorgan.com>; Weiland, Peter-
<peter.weiland@jpmchase.com>; Bacon, Ashley <Ashley.Bacon@jpmorgan.com>; Warlng, Mick
<Mick.Waring@jpmorgan.com:; Doy!e, Robin A. <Robin.A.Doyle@chase.com>; Bisignano, Frank
J <frank.j.bisignano@jpmchase.com>; Tocchio, Samantha X

CC: . <samantha.x.tocchio@jpmorgan.com>; Lochtefeld, Thomas A
<thomas.a.lochtefeld@jpmorgan.com>; GREEN, IAN <ian.green@jpmorgan.com>; Gondell,
Sarah N <sarah.n.gondell@jpmorgan.com:; MRM Firmwide Reporting
<MRM_Firmwide_Reporting@jpmorgan.com>; Intraspect - LIMITS <Intraspect, -
_LIMITS@restricted.chase.com>

Subject: Re: APPROVAL NEEDED: JPMC 95% 10Q VaR One-Off Limit Approval

| approve.

From: Hogan, John J.

To: MRM Reporting; Dimon, Jamie

Cc: Drew, Ina; Staley, Jes; Welland Peter; Bacon, Ashley; Waring, Mick; Doyle, Robin A.; Bisignano, Frank J; Tocchio, Samantha X;
Lochtefefd Thomas A; GREEN, IAN; Gondell, Sarah N; MRM Firmwide Reporting; Intraspect LIMITS

Sent: Mon Jan 23 17:44:41 2012

Subject: RE: APPROVAL NEEDED: JPMC 95% 10Q VaR One-Off Limit Approval

| approve.

From: MRM Reporting ‘
Sent: Monday, January 23, 2012 3:31 PM
To: Dimon, Jamie; Hogan, John J.

Cc: Drew, Ina; Staley, Jes; Weiland, Peter Bacon, Ashley; Wanng, Mick; Doyle Robin A.; Bisignano, Frank J; Tocchio, Samantha X;
Lochtefeld, Thomas A; GREEN, IAN; Gondell, Sarah N; MRM Firmwide Reporting; Intraspect LIMITS

Subject: APPROVAL NEEDED: JPMC 95% 10Q VaR'One-Off Limit Approval

Importance: High

This email is to request your approval to implement the temporary increase of the Firm’s 95% 10Q VaR limit from
$125mm to $140mm, expiring on January 31%, 2012. There is a pending approval for a new model for the CIO Intl

Credit Tranche book. If the new model is approved and implemented prior to January 31%, the Firm's 95% 10Q VaR
limit will revert back to the original $125mm level.

ClO 95% VaR has become elevated as ClO balances credit protection and management of its Basel Ill RWA. In so
doing, CIO has increased its overall credit spread protection (the action taken thus far has further contributed to the
positive stress benefit in the Credit Crisis (Large Flattening Sell-off) for this portfolio which has increased from
+51.4bn to +51.6bn) while inEreasing VaR during the breach period.

Action has been taken to reduce the VaR and will continue. In addition, ClO has developed an improved VaR model

for synthetlc credit and has been working w1th MRG to gain approval, whach is expected to be implemented by the
end of January.

Permanent Subcommittee on Investigations |l
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The impact of the new VaR model based on Jan. 18 data will be a reduction of CIO VaR by 44% to $57mm.
Below are estimated VaR levels for COB 1/18/12 using the new Credit Tranche model.

COB 1/18/12 CURRENT FIRM NEW MODEL FIRM CURRENT CIO NEW MODEL CIO
95% 10Q VaR $137,961,471 $98,456,554 $102,385,406 $57,183,43_0

Proposed Change to the Firm’'s 95% 10Q VaR:

LOB Limit Type: Level 1  Current Limit Proposed Temporary Limit
JPMC 95% 10Q VaR  $125mm $140mm :

If more information is required, please let us know and we will arrange to provide further details.

Blackberry friendly:
Temporary increase of the JPMC 95% 10Q VaR Limit from $125mm to $140mm. .

Upon receipt of your approval, the above limit change will be entered into Market Risk Systems with a start date of
January 20, 2012, .

If you approve of the limit change, please_reply to all with your approval.

Thank you.

Confidential Treatment Requested by J.P. Morgan & Co. JPM-CIO-PSI 0001338



Market Risk Management Reportrng <marketrlskmanagement—reportlng@jpmorgan com>"

-Sent:  Tue, 24 Jan 2012 00:05:59 GMT

Market Risk Managemenit - Repbrting <marketriskmanagement-reporting@jpmorgan.com>; Dimon, Jamie
<jamie.dimon@jpmchase.com>; Hogan, Jahn J. <John.).Hogan@jpmorgan.com>; Zubrow, Barry L
<barry.l.zubrow@]jpmchase.com>; Staley, Jes <jes.staley@jpmorgan.com>; Drew, Ina
<Ina.Drew@jpmorgan.com>; Goldman, Irvin I <irvin.j.goldman@jpmchase.com>; Weiland, Peter ;

To: <peter.weiland@jpmchase.com>; Weisbrod, David A: <David.A.Weisbrod@jpmchase.com>; Bacon, Ashley

o <Ashley.Bacon@jpmorgan.com>; Beck, David J <david.j.beck@jpmchase.com>; Braunstein, Douglas

<Douglas.Braunstein@jpmorgan.com>; Morzaria, Tushar R <tushar.r.morzaria@jpmorgan.com>; Wilmot, John
<JOHN.WILMOT @jpmorgan.com:>; Dellosso, Donna <Donna.Dellosso@jpmorgan.com>; Bisignano, Frank |
<frank.j.bisignano@jpmchase.com>; Rahchenberger, Louis <louis.rauchenberger@jpmorgan.com>; Lake,
Marianne <Marianne.Lake@jpmorgan.com> '

Doyle, Robin A. <R0bin.A.Doyle@chas_e.com>; Waring, Mick <Mick.Waring@jpmorgan.com>; Market Risk.
cc Reporting <Market_Risk_Reporting@jpmchase.com>; GREEN, IAN <ian.green@jpmorgan.com>; McCaffrey,
) Lauren A <lauren.a.mccaffrey@jpmorgan.com>; Tocchio, Samantha X <samantha.x.tocchio@jpmorgan.com:;
Chiavenato, Ricardo S. <ricardo.s.chiavenato@jpmorgan.com>; Chen, Dan <Dan.Chen@jpmorgan.com>
Subject: IPMC Firmwide VaR - Daily Update - COB 01/20/2012

s = Redacted by the Fermanent
© . -Subcommittee on lnvestigatirms

Fi_rmwide 95% 10Q VaR

e The Firm's 95% 10Q VaR as of cob 01/20/2012 is $131mm of the $140mm limit, an increase of 53mm from the
prior day's revised VaR.

e ClO's 95% 10Q VaR* as of cob 01/20/2012.is-5100mm Df the $105mm limit, matenaHy unchanged from the prior
day's VaR. '

» Each LOB's contribution to the Firm's $131mm VaR (as shown by marginal VaR) are: IB (
N O (5301717 V2R, il
driven by CIO International credit tranche book), RFS —

Private Equity ( ,and TSS

=- The stand alone VaR for each LOB are as follows: IB i rs ClO is $100mm {vs. $105mm

limit), RFS is | 55 s W vate Equity is
- < AM IS—

*Cl0 95% VaR has become elevated as CIO balancés credit protection and management of its Basel [l RWA. In so
doing, CIO has increased its overall credit spread protection {the action taken thus far has further contributed to the

positive stress benefit in the Credit Crisis (Large Flattening Sell-off) for this portfolio which has increased frDrn
+51.4bn to +Sl 6bn) whlte increasing VaR during the breach period.

_Action has been taken to reduce the VaR and will continue. In addition, CIO has developed an improved VaR model

for synthetic credit and has been working with MRG to gain approval, which is expected to be implemented by the
end of January.

The impact of the hew VaR model based on Jan. 18 data will be a reduction of CIO VaR by 44% to $57mm.

100 Externally Disclosed VaR

The below table shows the 95% 10Q VaR for the current quarter compared with the prior quarter and the correspanding
" quarter of prior year.
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_From: __Market Risk Management Reporting <marketnskmanagement rJo_ortmg_@Ljpmorgan com> =
Sent:  Tue, 24 Jan 2012 23:31:28 GMT

Market Risk Management - Reporting <marketnskmanagement—repartmg@meorgan com:>; Dimon, Jarnle
<jamie.dimon@jpmchase.com>; Hogan, John J. <John.J.Hogan@jpmorgan.com>; Zubrow, Barry L
<barry.l.zubrow@jpmchase.com>; Staley, Jes <jes.staley@jpmorgan.com>; Drew, Ina _
<Ina.Drew@jpmorgan.com>; Goldman, Irvin J <irvin.j.goldman@jpmchase.com>; Weiland, Peter

To: <peter.weiland@jpmchase.com>; Weisbrod, David A._<David.A.Weisbrod@jpmchase.ccrh>; Bacon, Ashley

' <Ashley.Bacon@jpmorgan.com>; Beck, David | <david.j.beck@jpmchase.com>; Braunstein, Douglas

<Douglas.Braunstein@jpmorgan.com>; Morzaria, Tushar R <tushar.r.morzaria@jpmorgan.com>; Wilmot; John
<JOHN.WILMOT@jpmorgan.com>; Dellosso, Donna <Donna.Dellosso@jpmorgan.com>; Bisignano, Frank J
<frank.j.bisignano@jpmchase.com>; Rauchenberger, Louis <louis. rauchenberger@meorgan com>; Lake,
Marianne <Marianne.Lake@jpmorgan.com>

Doyle, Robin A. <Robin.A.Doyle@chase.com>; Waring, Mick <Mick.Waring@jpmorgan.c0m>; GREEN, IAN
cc: <ian.green@jpmorgan.com:>; McCaffrey, Lauren A <lauren.a.mccaffrey@jpmorgan.com>; Tocchio, Samantha X
’ <samantha.x.tocchio@jpmorgan.com>; Chiavenato, Ricardo S. <ricardo.s.chiavenato@jpmorgan.com>; Chen,
Dan <Dan.Chen@jpmargan.com>; Market Risk Reportmg <Market_Risk_Reporting@jpmchase.com>
' Sub;ect JPMC Firmwide VaR - Daily Update - COB 01/23/2012

== = Redacted by the Permanent .
ubeenmﬂeeen—l-nvesﬂgaﬂons

Firmwide 95% 10Q VaR

e The Firm's 95% 10Q VaR as of cob 01/23/2012 is $134mm of the Sl40mm llmlt an increase of $3mm from the
prior day's VaR.

e (ClO's 95% 10Q VaR* as of cob 01/23/2012 is $103mm of the $105mm limit, an increase of $3mm from the prnor
day's VaR.

» Each LOB's contribution to the Firm's $134mrn VaR (as shown by marginal VaR) are: IB _

€10 (S79mm mVaR, primarily

driven by CIO International credit tranche boak), RFS
Private Fquity | D P CI e, a1l 155 .

» The stand alone VaR for each LOB are as follows: 1B is —c1o is $103mm (vs. $105mm
 timit), RFS is | GG < < I - - - couity s
T - - T e

*Cl0 95% VaR has become elevated as ClO balances credit protection and management of its Basel [Il RWA. In so
doing, CIO has increased its overall credit spread protection (the action taken thus far has further contributed to the
positive stress benefit in the Credit Crisis {Large Flattening Sell-off) for this portfolio which has increased from
+$1.4bn to +51.6bn) while increasing VaR during the breach period.

Action has been taken to reduce the VaR and will continue. In addition, CIO has developed an improved VaR model
for synthetic credit and has been working with MRG to gain approval, Wthh is expected to be implemented by the
end of January

The impact Df the new VaR model based on Jan. 18 data will be a reduction of CIO VaR by 44% to $57mm.

10Q Externally Disclosed VaR
The below table shows the 95% 10Q VaR for the current quarter compared with the prior quarter and the corresponding

quarter of prior year.
Permanent Subcommittee on Investigations | .
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From: Hogan, John J. <John.J.Hogan@jpmorgan.com>
at:  Sat, 28 Jan 2012 16:18:23 GMT
10: Dimon, Jamie <jamie.dimon@jpmchase.com>
Subject: Fw: JPMC Firmwide VaR - Daily Update - COB 01/26/2012

This should be the last day of firmwide VaR breach. A CIO model change is planned to go in this week-end. New VaR
methodology approved (and now the same methodology as IB) reduces standalone Credit VaR by approx $30 mio. John

From: Market Risk Management - Reporting

To: Market Risk Management - Reporting; Dimon, Jamie; Hogan, John J.; Zubrow, Barry L; Sta!ey, Jes, Drew, Ina; Goldman, Irvin J;

Weiland, Peter; Weisbrod, David A.; Bacon, Ashley, Beck, David J; Braunstem, Douglas; Morzaria, Tushar R; Wilmot, John; Dellosso,
Donna; BlSignano, FrankJ Raud'lenberger Louis; Lake, Marianne’

Cc: Doyie Robin A.; Waring, Mick; Market Risk Reporting; GREEN, IAN; McCafFrey, Lauren A Tocchio, Samantha X; Ch:avenato,
Ricardo S.; Chen, Dan

Sent: Fri Jan 27 18:16:35 2012 = Red
Subject: JPMC Firmwide VaR - Daily Update - COB 01/26/2012 g L

Firmwide 95% 10Q VaR -

The Firm's 95% 10Q VaR as of cob 01/26/2012 has increased by $8mm from the pnor day's VaR to $161mrr| and has
breached the $140mm Firm VaR limit for the third consecutive day.

ClO's 95% 10Q VaR* as of cob 01/26/2012 has increased by $8mm from the prlor day s VaR to $120mm and has
breached the $110mm CIO VaR lirit for the third consecutive day.

The increase in the Firm'sVaR is primarily driven by an overall reduction in diversification benefit across the Firm and
position changes in.CIO.

Each LOB's contribution to the Firm's $161mm VaR (as shown by marginal Var) are: 18 ||
—!O ($107mm mVaR, primarily driven by CIO International

credit tranche book), RFS — Private Equity [

R T R, | 15 R T T e

The stand alone VaR for each LOB are as follows: 1B is_), ClO is $120mm (vs. $105mm limit),
~resis | = < N - - - Cquity i [
s -

* CIO continues to manage the synthetic credit portfolio balancing credit protection and Basel Ill RWA. The new VaR model for
CIO was approved by MRG and is expected to be implemented prior to month-end.

The below table shows the 95% 10Q VaR for the current quarter compared with the prior quarter and the corresponding
quarter of prior year.
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Sent: - Mon, 30 Jan 2012 23:53:05 GMT _
|/o: Weiland, Peter <peter.weiland@jpmchase.com>
Subject: Re: JPMC Firmwide VaR - Daily Update - COB 01/27/2012

“Just got it.

From: Weiland, Peter

To: Goldman, Ir\nn ]

Sent: Mon Jan 30 18:52:30 2012

Subject: FW: JPMC Frmwide VaR - Daily Update - COB 01/27/2012.

This is the email you want.

Peter Weiland
) S B = - Redacted by the Permanent
Tel: +1 212 834 5549 ‘ %

: ‘ ‘ ' ‘Subcommittee on Investigations
vob: - [ | ‘

From: Market Risk Management - Reporting
Sent: Monday, January 30, 2012 6:49 PM '
To: Market Risk Management - Reporting; Dimon, Jamie Hogan, Joth Zubrow, Barry L; Staley, Jes; Drew, Ina; Goldman, Invin J;

Weiland, Peter; Weisbrod, David A.; Bacon, Ashley, Beck, David J; Braunstem Douglas; Morzarla Tushar R; Wllmot John; Dellosso,
.Donna; B|5|gnano, FrankJ Rauchenberger, Louis; Lake, Marianne

Cc: Doyle, Robin A.; Wanng, Mick; Market Risk Reporhng, GREEN IAN; McCaffrey, Lauren A; Tocchio, Samantha X; Chiavenato,
Ricardo S.; Chen, Dan

‘ubject: JPMC Firmwide VaR - Daily Update - COB 01/27/2012

Firmwi % 100 VaR
« The Firm's 95% 10Q VaR as of cob 01/27/2012 is $108mm of the $125mm limit, a decrease of $53mm from the prior

day's revised VaR, driven by ClO (implementation of newly approved VaR model for synthetic credit).

Each LOB's contribution to the Firm's $1DSmm VaR (as shown by marginal VaR) are:'|B

- I CO ($35mm mVaR, primarily driven by CIO Synthetic

Credit), RFS Private Equity |
| ng s R ORI o 11 FRR R

= Thestand alone VaR for each LOB are as follows: 1B 15_ CIO is $66mm (vs. S95mm limit), RFS
i R 5 i . . - ity < T R

and

10Q Externally Disclosed VaR

The below table shows the 95% 10Q VaR for the current qua.rter compared with the prior quarter and the corresponding
quarter of prior year. .
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From:; Wilmot, John <JOHN.WILMOT@jpmorgan.com>

Sent:  Tue, 28 Feb 2012 23:48:50 GMT

To: Enfield, Keith <Keith Enfield@jpmorgan.com>, Wemer Pamela <pamela,weiner(@jpmorgan.com>
Subject: FW: CIO Busmess Review Materials

RYI

John C. Wilmot | Chief Investment Office | =] john.wilmot@jpmorgan.com | & Work: (212) 834-5452 | & Cell:—

From: Wilmot, John
Sent: Tuesday, February 28, 2012 6:32 PM

To: Dimon, Jamie; Braunstein, Douglas; Zubrow, Barry L; Drew, Ina; Hogan, Joth Macris, Achilles O; Tse, Irene Y;
Goldman, Irvin ]

Cc: Warren, Shannon 5; Gunselman, Gregg B; Jain, Manish; Will, Kathleen; A!velo, Alexandra X; Peterson, Ruth J; Serpico,
Gina; Beamon-Fontenelle, Margaret; Adam, Phillipa C; Gonzalez, Jeanette; Rios, Martha I; O'Donnell, Julie
Subject: CIO Business Review Materials

Attached please find the CIO Business Review materials for our discussion tomorrow, February 29" at 2:00pm.

lohn

John C. Wilmot | Chief Investment Office | john.wilmot@ipmorgan.com | & Work: (212) 834-5452 | & Cel!:_

—— = Redacted by the Permanent
‘Subcommittee on Investigations

Permanent Subcommittee on Investigations
EXHIBIT #80
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_ CIO February 2012 Business Review

[INTERNAL DISCUSSION] JPMORGAN CHASE & Co.
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Business Review agenda — ClO

Ao ) g ‘Buration
1. Review of current agenda Drew 14 [20 mins]
(i) Discussion paints
2. Financial Summary Wilmot 57 [6 mins]
3. ClO Business Structure Drew/\Wilmot 8-10 [5 mins]
(i) Oveniew : ) 89
(i) RWA Forecast 10
4. SAA Portfolio Analytics Galdman/Macris/Tse 11-16 [20 mins]
(i) Oveniew 11
(if) RWA Efficient Partiolio 12-13
(iii) Alternative Portfolios 14
(iv) Econamic Impact Analysis 15
(V) OCl and PV Sensitivity 16
5, Risk Goldman 17-18  [10 mins]
6. Relmestment Activity Macris/Tse 19-30 [20 mins]
(i) 311 - 1Q12 Purchases ‘ 19-25
(i) What we are looking at buying 26-29
7. FXCapital Hedging Macris 30 5 mins]
B, Other Ccrpo;ate Acthvities Drew/Wilmot 31-32 [5 mins]

[INTERNAL DISCUEBSION]

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO.

: opios covered age:
Other Corporate Activities Y 3132
Control Envirenment X 33
Materlal changes to Mission Critleal X 34
Appendix - SPAR Analytics x 3543
JPMORGAN CHASE & Co.

JPM-CIO-PSI 0001942



CIO Business Structure —Mandate and Approach

m Optimize and protect the Firm's balance sheet from potential losses, and create and preserve economic value over
the longer-term

[INTERNAL DISCUSSION) ‘ 8 i JPIMORGAN CHASE&SGO.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. ’ JPM-CIO-PSI 0001949



ClO Business Structure (continued)

#5R Hedging

Post mods! changes, adlvitles ara
limited {o hedglng the morigage
servicing assel

. Agency Mortgnges
* Our cora rales assets io match
Habllities
* Generaling Income via dollar roll,
specified pools and TBAS

Non-Agency & CMBS

« CMBS generated signiflcant
Income and OCH with extremely low
RWA usage

+ Legacy positions in RMBS, and
cumenlly targating opporiunistic
adds 1o RMBS portfolic with
posttions 1o benefitfom 2012 NPR

more dynamic hedging activilies

B ClO is reslzing the credit book as a hedge for fat-tail risk

Ratos )
= Duratlon management snd

dynam‘!nliy hedgling JPM corporste
debl llablities

Municipa! Bonds

+ Book generated significant income
via spread and lax advantage

« |tls ales 5 too| for us 1o hedge our
corporate debi Issuance

Corporate Dabt & Prefameds

+ Focus on bank debt and preferreds
glven the recent widening bolween
Banks and Corporales

* The book generated significant
Income via spread and DRD tax
benefits

Ratas & FX

+ Duration management and spread
Income: from globalrales curves.

= All liabllites passed 1o Int1 have
thus far been placed In tractors and
closely matched.

Sacured Credit

*+ Top of the capltal struciures RMBS
and CLO invesimens.

* Tha book generates slgnificant
added value from lis ability to
source the mest suliabls funding
assels Inthe primary markets.

Duvalopsd Markata Gredit

» Dynamically managed senlor bond
spread porlfolia focused on care
nauanarmamplm banks,

= Cen ulllize duration, single name
hedging overlays and macro Index
hedgas,

Volcker Rule permits risk-mitigating hedging activity, so the prohibition on prop trading does not apply to the “purchase or sale of a
covered financial position” by a banking entity that is made “in connection with and related to individual or aggregated” positions

As proposed, however, the Rule may adversely affect certain ALM activities. CIO is selectively reducing certain MtM/Trading Account
activities and calibrating "under-60 day” activities across the division

Further alignment of activities within Volcker Rule framework has resulted in the consolidation of Strategic and Tactical Asset Allocation
portfolics. CIO has completed transition from legacy "SAA & TAA" to consolidated financials, risk management and partfolio structure.

MtM Overfay is for non-AFS eligible transactions and for

Emarging Marksta Gradit

= Dynamically managed Investmant -
grade emerging markel bonds
where JPM hes = capita| presence.

+ Makes use of duration, sigle narma
protedion and macro Index hedges
1o manage draw-downs,

Synthetic Credit

» Index and ranche cradl stress and
jump-protection portiolia.

= Tha credH derivatives partfolla
.seeks 1o efficlently provide mark-to-
markel slress ofiset lothe CIO Inf]
crediInvestments acivily,

FX Hadglng

= Management of the finm's
embedded FX caplial exposures
through dynamic spot hedging and
efficlent NIl generationand risk

* management through derivatlve
overlay and local currency duratlon,

| INTERNAL DiscussION] JPMorGAN CHASE & Co.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO-PSI 0001950



RWA Forecast

pmee = Redacted by the Permanent
Subcommittee on Investigations

m RWA trends reflect CIO structure
| |

m 2012 trend will reflect continued reduction to MTM Overlay offset by continued rotation into higher RWA rates and credit
within SAA . :

Redacted by the | !
Permanent Subcommittee on Investigations

|-
fo e

[INTERNAL DISCUSSION] ' 10 JPMORGAN CHASE & Co.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO-PSI 0001951



—ems = Redacted by the Permanent
Subcommittee on Investigations

clo Summary Risk Metrics

Credit r|5|s
(credit selloff /
rates rally}

Cl0- Global - 10Q VAR

140,000,000
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100,000,000
20,000,000
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1 IPMORGAN CHASE &Co

[INTERNAL DISCUSSION] 7

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO-PSI 0001958



- ClO Market Risk Summary

[INTERNAL DISCUSSION] ' 18 ' JPMORGAN CHASE & Co.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. 1 JPM-CIO-PS] 0001959



clo Reinvestment Activity — 3Q11 through YTD12

[INTERNAL DISCUSSION] , 19 JPMORGAN CHASE & Co.

CONFI[_)ENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. - ' ' JPM-CIO-PSI 0001960



ClO Reinvestment Activity — 3Q11 through YTD12

| UINTERNAL DISCUSSION] . .20 JPMORGAN CHASE & CO.
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: ClO' lnternational"Core Credit: Tail Risk Book

Tail Risk Hedge

400,000,000

200,000,000

000,000,000

B0D,0D,800

600,000,000

400,000,000

200,400,000

0

-200,000,000

Capital

® This is a Tail Risk Book that had under Basel | an RWA cost of US$5bin and from 2007- 2011 has generated US$2. 4b|n
total retumn :

® Under Basel 2.5, Risk Weighted Assets are estimated to increase 5-8x {methodology still in development); this would

increase the RWA of the core credit book to US$36bin however, CIQ is currently working to reduce th|s 'LD US8$20bin for
year end 2012

u Despite effectiveness of the Tail Risk Book hedging credit portfolio, the change in regulatory cap[tal regime is Ilkely to force
a re-size / run-off of synthetic portfolio in order to maintain RWA ’[argets for the Firm

u ClO continues to coordinate with IB Risk to improve the applicable RWA and capital levels

[INTERNAL.DISCUSSION] T2 JEMORGAN CHASE & Co.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & co. JPM-CIO-PSI 0001963
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Mandate and Approach

KEY MANDATE: Optimize and protect the Firm’s balance sheet from potential losses, and create and preserve economic
value over the longer-term.

1 JPMorgan
JPM-CIO-PSI 0015016



Overview

Bu.siness Structure

® Manage the portfolio with TRR
mindset, delivering on o
8 Financial returns vs budget
m - RWA limits '
= Risk adjusted returns (OC! and
liability marked) S

B Allocation of $153bn in RWAand
$6.9bn in capital against AFS and
MTM activiies
& . AFS investment portfolio
" $110bnin RWA
m MTM activities $43bn in RWA -

'm Reallocation trend of RWA from
MTM to AFS '

| 430 peoplé worldwide

‘Governance Structure

= Expanded Management Committee
B Operating issues '

= Investment Committee

®  ALM and Investment portfolio:
review, analytics and asset
s allocation

®  CIO Risk Committee

® Management of aggregate
market, credit, reputation and
operational risks

2 | _1 - JPMorgan
JPM-CIO-PSI 0015017



ClO Rlsk Summary COB I\/Iarch 6 2012

Redacted by the
Permanent Subcommittee on Investigations

Redacted by the
Permanent Subcommittee on Investigations

Redacted by the ; - . e e
: MSR Hedging Program

Pérmanent Subcommittee on Investigations

Redacted by the
Permanent Subcommittee on Investigations

‘-'_8.9 - (381) 14281

3 : ‘ . JEMorgan
| | JPM-CIO-PSI 0015018



Volcker

MTM positions that are true risk mitigation transactions might
benefit from short term price movements but are not prop
trading

Trades held for less than 60 days duration are presumptively
prop trading

@ ALM-Volcker comment letter was submitted to the Clearing House and SIFMA for
industry submission

# Included as part of JPM comment letter on Volcker Rule specific examples of actlons
taken during the crisis that need clarification under the Rule as written

® Held meetings with Fed and OCC in late January. Scheduling meetings with the FDIC
and CFTC

8 JEPMorgan
[#75 o s g s DS s e iy e s e SN B 1]
JPM-CIO-PSI.0015023



From: mcmanus_william@jpmorgan.com
- Sent:  Fri, 30 Mar 2012 22;12:22 GMT
To: JOHN. WIEMOT @jpmorgan.com; peter.weiland(@jpmchase.com

Ina Drew@jpmorgan.com; achilles.o macris(@jpmorgan,com; anthony.m.brown@jpmorgan.com,;
javier.x.martin-artajo{@jpmorgan.com; bruno.m.iksil@jpmchasecom; phillewis@]jpmorgan.com;
irvin.j.goldman@)jpmchase.com; david. bjarnason(@chase.com; Ashley Bacon@jpmorgan.com;
steinar.zinke@]jpmorgan.com; John.J.Hogan@jpmorgan.com, hema.s.coombes@jpmchase.com;
alison.c.giovannetti@jpmorgan.com; kastl_edward@jpmorgan.com; paul.t bates@jpmchase com;
cc: Jason LDN. Hughes@jpmorgan.com, keith.stephan@jpmorgan.com; Keith Enfield@jpmorgan.com;
' rory.h.oneill@jpmchase.com; Douglas Braunstein(@jpmorgan. com; warren shannon@jpmorgan.com,
jean-francois.bessin@jpmorgan.com; Daniel Pinto@jpmorgan.com; frank.j.pearn@jpmorgan.com;
graharn’.j.meadows@jpmorgan.corri; hatzopoulos_alexander@jpmorgan.com; .
memanus_william@jpmorgan.com; Paul. A Ricci@chase.com; jorn.x.rose@jpmorgan.com;
john.r. buttarazm@]pmchase com; andrew.c.challen@jpmchase.com; spencer.x ]ohn@jpmorgan com;
avis.b.rodriguez@us.pwe.com; lauren.m. tyler@jpmorgan.com

Subject: Audit Report: EMEA CIO Credit - Market Risk and Valuation Practices (Rating: Needs Improvement)

. ]

Audit Department Report

EMEA CIO Credit - Market Risk and Valuation Practices

Report Number: G-12/003

Audit Rating: Needs Improvement
Report Date: March 30, 2012
Audit Type: Audit

Prior Report Numberr G-10/003
Prior Report Date: February 26, 2010
Prior Report Rating: Satisfactory

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MQRGAN CHASE & CO.

Permanent Subcommittee on Investigations

EXHIBIT #82 i

JPM-CIO-PS| 0009289



Prior Audit Type: Audit

Business Overview and Context

The CIO EMEA credit portfolio is made up of 'Investment' and 'Core Credit portfolios. The Investment porifolio consists of Asset Backed Securities (ABS)
Collateralised Loan Obligations (CLOs), Mortgage Backed ngcunﬂes (MBS) and Rates products {Corporate & Government Bonds) and had a total notional of
approximately $157 billion as of 12/31/11, $140bn within the strategic asset allocation (SAA) book and $17bn in the tactical asset allocation (TAA) book. The Core

Credit portfolio primarily consists of derivative positions such as the CDS indices and tranches and had a total notional value of approximately $50 billion as of
12/3111.

The Market Risk team is an independent control function within the ClO whose primary responsibilities are identifying, defining and monitoring appropriate

measurement techniques to control market risk, using information provided by the JPMorgan risk infrastructure. CIO Valuation Control Group (VCG) is also an
independent control ﬁmcisun within the CIO responsible for price testing and fair value adjustments.

Audit Scope
The audit scope focused on risk and controls speclf‘cally reta’ung to:

« Market Risk Inéluding the risk limits and sensitivities, VAR methodology and stress testing;
« Monthly valuation and reserve processes including independent price testing and provisioning;
« The completeness of positions included in the market risk and financial valuation processes.

Key Findings : ’ )
The controls suppomng the EMEA CIO Credit market risk management and valuation practlces are being rated 'Needs improvement' due to the fo!lowmg

CIO VCG Practices

ClO utilise a number of risk and valuation models which have not been subject lo_review by the Model Risk Group. While there may be instances where the use of

unapproved models is acceptable for a predefined period of time, no reserves are currently taken to account for positive P/L on unapproved models used for
valuation purposes (i.e. Swaptions - Unapproved Model - Positive P/L $18m).

In addition, Audit noted deficiencies in the EMEA CIO VCG practices including the absence of a formally applied price sourcing hierarchy, insufficient consideration
of potentially applicable fair value adjustments (e.g. concentration reserves for significant credit indices pesitions) and the lack of formially documented/consistently

applied price testing thresholds. There is also a lack of transparency and quantitative assessment of the considerable judgment used fo price fest the CLO book
given the inherent valuation uncertainty with the positions.

Market Risk

CONFIDENTiAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO-PSI 0009290



Stress Testing - There is no documented stress testing methedology to cutline key testing components (e.g. computational method and shock factors

used) or assess limitations such as off-line risk measurement, missing risk factors and curves. As a result Audit was unabie to fully assess the stress

testing framework and related scenario outputs. .

+ Market Risk Management Practices - The SAA book ($140Bn Notional as at 12/31) does not currenily feed the firm wide market risk limits and thresholds
framework and relevant SAA stress testing results are not measured against corresponding limits. ClO also does not explicitly measure the porifolio

sensitivity to certain potentially applicable risk measures.

Market Risk Models - EMEA ClO is currently using unapproved models in the calculation of risk (including VaR) and associated risk measurement

methodologies have not been appropriately documented and/or catalogued.

VaR Data Controls

While Audit found no specific examples of incomplete or inaccurate data, the control process around the offiine VaR calculation needs to be enhanced to ensure
completeness and accuracy of Credit trade data used in the offline calculation of VaR.

Root Cause
Root cause: Poorly documnented CIC VCG practices and failure to comply with firmwide risk management standards.

“tatus
ianagement agrees with the reporied issues and is implementing corrective actions,

Business Details -
Level 1: Chief Investment Office
Business Executive: Ina Drew

Level 2: CIO ‘
Business Executive: Achilles O Macris, John Wilmot, Phil Lewis, Irvin J Goldman

Location: United Kingdom, EMEA
Businéss Executive: Achilles O Macris

Audit Details

Management Team ember: Hatzopou]os Alexander X
Andit Manager: John R Buttarazzi

Auditor In Charge: Andrew C Challen

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO-PSI 0009291



s====== = Redacted by the Permanent
Subcommittee on Investigations

Detailed Findings and Management Action Plans
Issue: CIO VCG Practices

Audit testing identified several deficiencies and inconsistencies in EMEA CIO VCG praclices and methodologies. Specifically:

ClO is not currently defemng positive P&L generated from unapprnved valuation models. Spemﬁca ly, several unapproved models (Primus Sabre, ALIB
Option, Offline TDR, Prime Whole Lean, CMBX, Bond) are currently being used for valuation purposes without any comesponding reserves. Per VCG,
associated 2011 P&L was predominantly limited to Swaptions totalling $18m.

" CIO VCG lacks a formally documented price sourcing hierarchy to govern the consistent use and appropriate application of independent prices for price
testing purposes. Audit also noted that in price testing high grade corporate bonds, ClO VCG inappropriately uiilises an Indicative repori sent by JPM
Asset Management (JPMAM), based on theirincorrect understanding that such prices were validated by JPMAM's price testing function. Utilising
Bloomberg prices, Audit estimated a price testing increase of $58m at 12/31/11. Separately, emerging market bonds are being price tested at mid levels,
which is inconsistent with the front office marking at bid and resulied in an Audit estimated price testing decrease of $50m.

¢ There is-no evidence of CIO VCG review to ensure the ongeing validity of thresholds applied to corporate, EM, government and govemment guaranteed

bond price testing. Further, while the formally documented bond price testing threshold is +/- 1.5 price points (which would result in minimal required -
adjustments) different thresholds are actually applied by EMEA VCG without sufficient transparency or evidence. At year-end, Audit's independent bond
price testing using dynamic thresholds resulted in an estimated $110m. net increase. In addition, thresholds used to determine which price testing
differences require adjustment are not clearly defined for Credit Indices.

« Concentration FVA was not calculated or applied for credit indices to account for the significant market positions. While the subsequentfy calculated

potential concentration FVA of $13m would not have resulted in a required adjustment based on the ClO policy (which only requires taking the larger of the
liquidity or concentration FVA), the policy's appropriateness should be reassessed.

Root Cause: Insufficient assessment/formalisation of certain price testing methodologies and poorly documented ClO VCG practices.

Actmn Plan
ClO will rewew current methodology to ensure consistency in application and appropnate praclices are utﬂlsed Specifically, CIO VCG will:

Implement and evidence enhanced oversight of positive P&L being generaled from unapproved and disapproved models, with reserves as necessary.
Define and implement a price sourcing hierarchy to ensure a consistent and appropriate price sourcing and testing approach

Ensure price testing is performed consistently with front office marking policy.

Document the rationale for current Bond price testing thresholds and reassess as necessary, clearly define price testing thresholds for ABS and CDS.
Improve evidence of the monthly VCG ABS price testing process in order to enable re-performance.

Reconsider the appropriateness of the existing credit indices price testing policy to ensure concentration is sufficiently incorporated.

e ® a © o @

Target Date: July 31, 2012 .
Issue Owner: Jason LDN Hughes .

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO-PSI 0009292
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; Tssne: Market Risk Management and Stress Testing Practices '
Audit noted the following with regards to the market risk management framewark, which is currenﬂy subject to a comprehensive reassessment by the C|O;

° There is no siress testing methodology documentation in place to outline key tesﬂng components (e.g. computational method and shock factors used for
each asset class) or assess [imitations such as offline risk measurement, missing risk factors and curves. Therefore Aud|t was unable to fully assess the
validity of the stress testing framework and scenario outputs,

e The SAA book ($140bn Notional as.at 12/31) does not currently feed the firm wide market risk limits and thresholds framework. While there is SAA
portfolio siress testing and risk measurement of non statistical measures (e.g. CS01 and CSW), these exposures are not measured against coresponding
limits. In the context of a large sell off scenario, the stress loss for AFS Credit is estimated to be $2.6bn.

» ClO does net explicitly measure the portfolio sensitivity to certain potentially applicable risk measures such as bond/CDS basis, index basis and
prepayment risk o facilitate sufficient consideration of corresponding risk rmanagerent and controls.

= The Single Name Position Risk (SNPR) issuer exposure is misstated for the trading portfolio as it does not mcurporate a disaggregation of the credit index

tranche exposure at issuer level. : |_
o

Root Cause: Market risk management practices have not been recently assessed or updated.

Action Plan

1. Comprehensive stress testing methodoldgy documentation will be produced and speciﬁcélly include shock factors (including FS1-alignment) and an
assessment of all risk factors. (Target Date: July 31, 2012)

2. Clois currently undertaking a comprehensive review of the risk measurement and limits framework across all asset classes to assess potentially requ1red
enhancements including whether additicnai risk factors are required for inclusion. (Target Date: July 31, 2012) :

3. ClOis inthe process of implementing new functionality to enable the disaggregation of the credit index tranche for SNPR risk measurement purposes
(Target Date: September 30, 2012)

| R N T T e TR PR SN L TR T,

" Target Date: July 31, 2012
Issue Owner: Keith Stephan

ZONF[D.EN_TlAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. - R JPM-CIO-PSI1.0009293



Issue: Market Risk Models

ClO is currently using unapproved models in the calculation of risk (including VaR) and associated risk measurement methodulogles have not been appropnatezy
documented and/or catalogued, Specifically:

e CIlO specific amendments to approved B VaR methodologies have nof been dodurnented or submitted to MRG for review. Unéppmved amendments
pertain to the production of P&L vectors and the use of proxies.

« CIlO generate non stafistical risk measures used for risk management, stress and VaR measurement via the internally developed West End ana'lyilcs
model, which has not been submitted to MRG for review.

« Documentation for all product sensitivity inputs used in CIO VaR models was not maintained in the Global Model Database (GMD), as required.
L]

The ClO Quantitative Research (QR) model inventory is incomplete. For example, the application of VaR and sensitivity models to specific product types is
not included.

- Root Cause: Model documentation for VaR and nen statistical models was not appropriately maintained and submitted to MRG for review.

Action Plan

1. CIO will document all amendments to the approved VaR mode! and submit to MRG for review.

CONFIDENTIAL_TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. e ' JPM-CIO-PSI 0009294



2. CIO will document the West End Analytics engine and submit to MRG for review.
3. The QR model inventory and GMD will be updated as appropriate,

Target Date: June 30, 2012
Issue Owner: Keith Stephan

Issue: VaR Data Controls

While Audit found ne specific examples of incomplete or inaccurate data, the control pracess around the offiine VaR calculation needs to be enhanced to ensure -
completeness and accuracy of Credit trade data used in the offline calculation of VaR for the Gredit Sectors. Specifically;

For Synthetic Credit, controls require enhancement 1o ensure the completeness and accuracy of trade posmons used in the market risk VaR model, which
are sourced from anus via a stored procedure.

.= For Secured Credit, controls require enhancement to ensure the completeness and accuracy of the sensitivity data (0801) used in the market nsk VaR
model and sourced from the irader maintained blotier (which is used as the central source of position and risk information for VaR reporting).

In addition, no SOX testing was being performed on these manual processes, which require designation as key SOX controls.
Root Cause: A lack of clear handshakes for ensuring the comnpleteness and accuracy of VaR feeds in the off-line process,

Action Plan

1. CIO-MO will implement daily controls to ensure the completeness and accuracy of data used in the off-line calculation of VAR.
2. Following successful implementation of the above, Middle Office manager to deem control as a SOX key control and test as necessary going forward,

Target Date: May 31, 2012
Issue Owner: Hema S Coombes

Issue; VCG reporting
Audit noted the following with regards fo VCG repmhng io senior management:

e Pre- and post- price testing threshoid results'are not being reported.
« There is no historical analysis or trending of key valuation metrics with only the current month being reported.

s High grade bond price festing results that were reported to senior management varied from the underlymg calculation files by $1 1m due to a manual
reporting error, However, this issue did not result in a financial statement impact.

Root Cause; Insufficient focus on ensuring the appropriateness of VGG reporting to senior management.

CONFIDENTIAL TREATMENT REQUESTED BY J.P.l MORGAN CHASE & CO. JPM-CIO-PSI 0009295



Action Plan
VCG will enhance their reporting to senior management to provide transparency and analysis.

Target Date: June 30, 2012
Issue Owner: Jason LDN Hughes

Issuet Manual Errors within Price Testing and FVA Process

Controls over spreadsheets used for price testing purposes are not appropriately designed, resulting in several manual errors fotalling $13m, $1.4m of which had a
financial statement impact. The $1.4m emor ($31m reported versus $32.4m actual) was primarily the result of several off-the-run credit indices being excluded.
Other errors noted include VCG using an incorrect benchmark for 37 of the bonds tested and EUR/GBP high grade corporate bond positions not being converted
into USD before aggregation for reporting purposes,

Root Cause: Controls over spreadsheets used for price testing purposes are not appropriately designed.

"Action Plan
CIO VCG will implement sufficient spreadsheet control.and govemance processes in the VCG process to sufficiently minimise the risk of manual errors.

Target Date: July 31, 2012
Issue Owner; Jason LDN Huoghes

Not to be distributed without prior permission from Audit,
— End Report -
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From: Drew, Ina <Ina;Dre1}v@jpmorgan.com>
Sent: | Thu, 05 Apr 2012 21:05:18 GMT
E macris@btinternet.com

cc: Wilmot, John <JOHN.WILMOT@jpmorgan.com:>; Goldman, Irvin ]
<irvin.j.goldman@jpmchase.com>

Sub]ect' Fw: Jamie's fine with this.

Frorn Drew, Ina

Sent; Thursday, April 05, 2012 04:53 PM
To: Evengelisti, Joseph; Zubrow, Barry L
Subject: Re: Jamie's fine with this.

Point two. Assets and liabilities

We do not disclose cio earnings - part of corporate

Frum Evangehstl, Joseph

Sent: Thursday, April 05, 2012 04 45 PM *
To: Drew, Ina; Zubrow, Barry L
Subject: Jamie's fine with this.

m: Dimon, Jamie
sent: Thursday, April 05, 2012 4:45 PM
To: Evangelisti, Joseph
Subject: Re; Revised: WS)/Bloomberg (10 stories

Ok

. From Evangehstl Joseph
Sent: Thursday, April 05, 2012 04:44 PM
To: Drew, Ina; Dimon, Jamie; Hogan, John 1.; Scher, Peter L; Zubrow, Ban-y L; Staley, Jes; Cutler, Stephen M; Radin, Neilg;
Braunstein, Dougtas; Wilmot, John .
. Subject: Revised: WS)/Bloomberg CIO Stories

. Here are some revised ﬁoints based on your comments. The W5)'s deadiine is in-1¢ minutes. Thanks, Joe

* The Chief Investment Office is responsible for managing and hedging the firm’s foreign exchange, interest rate and
other structural risks. 4

s . ClOis focused on managing the long-term structural liabilities of the firm and is not focused on short-term profits.
»  QurClO activities hedge structural risks and invest to bring the company’s asset and liabilities into better alignment.
»  Qur ClO results are disclosed in our gquarterly earnings reports.

{  We cooperate closely with our regulators, who are aware of our hedging activities,

Permanent Subcommittee on Investigations |l |

EXHIBIT #83

Confidential Treatment Requested by J.P. JPM-CIO-PSI 0000543



Confidential Treatment Requested by J.P. Morgan & Co.

» Background: Not correct to attribute gains to a single trader. Members of the CIO take Jong-term hedging po.sitions in
the context of our overall liguidity management structure.

= Background: $200 billion vastly overstated. $600 million in gains overstated.

. \Won't comment on 2 specific people.

From: Evangelisti, Joseph

Sent: Thursday, April 05, 2012 4:06 PM

To: Drew, Ina; Braunstein, Douglas; Hogan, John.J; Staley, Jes; Scher, Peter L
Ce: Dimon, Jarme Youngwood, Sarash M -

Subject: WSJ/Bloomberg 30 stories

The Wall Street Journal and Bloomberg are working on prominent stories about Bruno lksil, a managmg director in our Ch:ef
Investment Office in Londen.

They are saying that lksil currently has-more than $200 billion in pos:t:ons in credit trading products and has made JPM more
than $600 million in profits over the past two years. They said his current CDS posmons on the IG3 Index are roiling the
market and that some of his positions may result in losses. :

More generally, the WSJ and Bloomberg are saying that JPMorgan basically has a large proprietary trading shop hidden in its
€10, and that many analysts are unfamiliar with specifics around its activities. They also say that with increased capital rules

“the upcoming Volcker Rule, these activities could come under pressure.

I'd like us to hit hard the points that the CIO’s activities are for hedgmg purposes and ‘that the" regulators are fuily aware of our
actwltnes. I'diike to give them the following on the record;

= The Chief Investment Office is responsible for managing and hedging the firm's liquidity, foreign exchange, interest
" rate and other structural risks,

« Gainsin the GO offset and hedge losses in other parts of the firm.

o The investments and positions undertaken by the CIO are to hedge positions and losses in other parts of the
firm and are done in the context of our overall company risk management framework. Hedging gains
reflected in our financial statements represent one side of a transaction that is hedging a loss in one of cur
main businesses.

= We cooperate closely with our regulators, and they are fully aware of our hedging activities.

* Backpround: Not correct te attribute gains toa single trader. Members of the €10 take Jong-term hedging positions in
the context of our overall liguidity management structure.

= Background: $200 bilfion vastly overstated. $600 million in gains overstated.

e Won't comment on a specific people.
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From: Drew, Ina <Ina Drew@jpmorgan.com>
Sent:  Thu, 05 Apr 2012 21:58:38 GMT

Dimon, Jamie <jamie.dimon@jpmchase.com>; Zubrow, Barry L
<barry.l,zubrow(@jpmchase.com™>; Staley, Jes <jes.staley(@jpmorgan.com>; Cutler, Stephen
M <stephen.m.cutler@jpmorgan.com>; Maclin, Todd <TODD. MACLN@chase com>;

To: Braunstein, Douglas <Douglas Braunstein(@jpmorgan.com>; Erdoes, Mary B

! <mary. erdoes@lpmorgan com>; Smith, Gordon <gordon. smlth@chase com>; Petno, Douglas

B. <Douglas.B Pemo@jpmorgen.com>; Bisignano, Frank J
<frank j.bisignano@jpmchase.com>; Hogan John J. <John J Hogan@jpmorgan.com>;
Cavanagh, Mike <mike, cavanagh@_] pmchase.com>

Subject: CIO

I'want to update the operahng committec on what is going on w1th the credit derivatives book in CIO

_especially given a wsj article which will come out tomorrow,

One of the activities in ¢io is a credit derivatives book which was built under Achilles in London at the
time of the merger. The book has been extremely profitable for the company (circa 2.5 billion) over the
last several years, Going into the crisis, we used the instrumentation to hedge mortgage risk and credit
widening. Recently, in December, the book outperformed as it was positionned in for "jump" risk or
default nsk throughout the summer as a relatively inexpensive hedge for fallout from weak markets
dunng the curopean crisis. The fourth quarter 400 mtlhon pain was the resuit of the unexpected
american airlines default.

Post December asg thc macro scenario was upgraded and our investment activities turned pro risk, the
book was moved into a long position, The speciﬁc derivative index that was utilized has not performed
for a number of reasons. In addition the position was not sized or managed very well Hedge funds that
have the other side are actively and aggressively battling and are using the sutuanon &s a forum to attack
us on the basis of violating the Volcker rule

Having said that, we made mistakes here which T am in the process of working through. The drawdown
thus far has been 500 mil dollars but nets to 350 mil since there are other non derivative positions in the
same credit book. The earnings of the company were not affected in the first quarter since we realized
gains out of the 8.5 billion of value built up in the securities book.

John Hogan and his team have been very helpful, I wantcd my partners to be aware of the situation and 1 -
will answer any specific questions at oc monda}rr : ‘

‘Havea good holiday.

Permanent Subcommittee on Investigations | |
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From; Drew, Ina <Ina.Drew(@)jpmorgan.com>
Sent:  Wed, 02 May 2012 13:34:09 GMT

To: Drew, Ina <Ina.Drew({@)jpmorgan.com>
Subject:

LEADING INTO THE CRISIS AND ECONOMIC DOWNTURN:

IN DISCUSSION WITH JD. CIO DECIDES TO BUY CREDIT PROTECTION . USING
INSTRUMENTATION ON THE SYNTHETIC CREDIT DERIVIATIVES MARKET
PRINCIF‘ALLY IN THE HIGH YIELD SPACE

WHICH LEFT US SHORT RISK OR LONG PROTECTION IN WHICH CASE THE POSITION
WOULD PROFIT AS HIGH YIELD COMPANIES DEFAULTED. AS TIME PROGRESSED AND
THE FILINGS QCCURRED, THIS POSITION WAS BALANCED TO A MODERATE EXTENT
WITH INVESTMENT GRADE LONG RISK POSITIONS.

OVER THE LAST 5 YEARS, THE POSITIONS MADE APPROXIMATELY 2.3 BILLION
DOLLARS, WERE REASONAELY STABLE WITH PREDICTABLE P L ALTHOUGH THERE
WERE A COUPLE OF PERIODS OF DISTORTIONS MAINLY CENTERED AROUND
SYSTEMATIC MARKET EVENTS INCLUDING LEHMAN AND AlG.

IN NOVEMBER OF 2011 THE POSITION WAS QUITE STABLE AND IN BOUNDS FROM ALL
~ PERSPECTIVES.

WHAT HAPPENED?

FOUR THINGS HAPPENED AROUND THE MONTH OF DECEMBER TO CHANGE MY
THINKING ON THE NEED FOR A PRO DEFAULT BIASED HEDGE .

1. THE COMPANY WAS STARTING TO DO THE MATH AROUND THE BASLE Il RWA
RULES. THE SAME BOOK THAT WAS DRAWING20 OF CAPITAL UNDER BASLE |
(THE REGIME THAT WAS IN PLACE DURING THE ENTIRE TIME OF THE HEDGE
CONSTRUCTION) WAS GOING TO NEED APPROXIMATELY 60 BIL OR THREE
TIMES THE CAPITAL TO SUPPORT

2. WE HAD A BIG PAY. DAY, AMERICAN AIRLINES FILED EARLY AND WE OWNED IN
THE HIGH YIELD HEDGE, A SIGNIFICANT OPTION ON THAT QUTCOME. WE
RECORDED $450 MILLION OF GAINS. ALTHOUGH THIS WAS A POSITIVE EVENT
FOR THE BOCK, THE HIGH YIELD MARKETS WERE RIOLED AND DISLOCATED
FOR THIS AND OTHER TECHNICAL REASONS.

3. THE LTRO IN EUROPE WAS ANNOUNCED ON DECEMBER 8™H PROVIDING
STRONG SUPPORT FOR THE CREDIT UNIVERSE.

4, THE ECONOMY, PARTICULARLY IN THE UNITED STATES WAS LOOKING MUCH
BETTER FROM ALL MACROECONOMIC STATISTICS AND WAS FURTHER FUELED
BY THE LARGE SCALE EUROPEAN LILQUIDITY INJECTION. WE HAVE A PRO
RISK THEMATIC THROUGH THE INVESTMENT BOOKS.

BOTTOM LINE: FOR ALL OF THE REASONS CITED, WE MADE A DECISION TO REDUCE
THE SIZE OF THE HIGH YIELD SHORT.

Permanent Subcommittee on Investigatioﬁs
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THE TRADERS WERE DETERMINING HOW BEST TO REDUCE THE SHORT (N THE HIGH
YIELD MARKET GIVEN THE DESCRIBED LACK OF LIQLIUIDITY IN THE HIGH Y1ELD
MARKET. A DIRECT REDUCTIONOF THE EXPLICIT POSITION WAS DEEMED NOT
POSSIBLE AND ENORMOUSLY EXPENSIVE.

THE DESK THEN TURNED TO THE NEXT BEST PROXY WHICH IS CALLED THE IG9
INDEX. IT IS AN OLD INDEX FROM 2007, COMPOSED OF 125 EQUALLLY WEIGHTED
NAMES. WHICH MADE SENSE GIVEN THAT THE INDEX HAD.5 NAMES INCLUDING
RADIAN, MBIA, ISTAR AND SPRINT OR COMMONALITY IN SINGLE NAMES THAT WOULD
DIRECTLY OFFSET THE HIGH YIELD POSITION. THIS CHOICE WAS VIEWED AS HAVING
AMPLE LIQLUIDITY AND A GOCD PROXY TO REDUCE THE SHORT.

LIMIT,

THE CONSTRAINING OPERATING LIMIT IN PLACE WAS VAR AND THE VAR HAD BEEN A
GOOD PREDICTOR OF THE RISK. IN FACT, AS POSITICNS WERE ADRED THE VAR WAS -
COMING DOWN WHICH WAS ALSO A KEY DRIVER OF THE INTENDED CAPITAL
REDUCTION. )

THE DESK ADDED A VERY LARGE INVESTMENT GRADE POSITLCN TOTRY TO KEEP UP
WITH THE REBALANCING THAT BELIEVED WAS NECESSARY AS THE HIGH YIELD
MARKET WAS RISING IN PRICE.

WHAT WENT WRONG?
THIS IS WHERE AND HOW THE MAJOR PROBLEMS STARTED.

FIRST WE DID NOT HAVE LIMITS CONSTRAINING THE NOMINAL AMOUNTS OF
POSITIONS THAT WOULD CLEARLY HAVE FLAGGED THE PURCHASES AS TOO LARGE
AND CONCENTRATED FOR THE UNDERLYING LIQUIDITY OF THE MARKET DESPITE
THE FAGCT THAT THE RISK EQUIVALENT OF THE PURCHASES WERE WITHIN LIMIT.

THE MODEL GOT IT WRONG. ALL THE THEORETICAL UNDERPINNINGS OF VALUATION
HAVE BROKEN DOWN AND THE VOLATILITY HAS BROKEN ALL HISTORICAL AND
WORSE CASE BANDS.

THERE WAS NO ELEVATION OF THE SIZE OF THE POSITION CHANGE OR A
DISCUSSION AROUND THE MAGNITUDE OF NEW LONG RISK BEING ADDED TO
EFFECTVELY CLOSE DOWN OR BALANCE THE SHORT HIGH YIELD POSITION,

THE RESULT

THE RESULT IS A VERY LARGE, CONCENTRATED POSITION WHICH RETAINS ITS PRO
DEFAULT PROPERTIES UNTIL THE END OF THE YEAR IE STILL SHORT THE HIGH YIELD
MARKET.

HOWEVER THE OVERALL BOCK IS LONG AGGREGATE CREDIT PRINCIPALLY IN
INVESTMENT GRADE IN EUROPE AND THE UNITED STATES.

JPM-CIO-PSI 0001213



THE STRESS LOSS HAS FLIPPED FROM A POSITIVE RESULT TO A NEGTIVE RESULT
SHOULD THERE BE A S8EVERE SHOCK OR DOWNTURN.

WHAT ARE WE DOING?

THE FIRM WITH SIGNIFICANT HELP FROM THE INVESTMENT BANK AND THE RISK
MANAGEMENT ORGANIZATION i8S FRAMING A RISK REDUCTION PLAN THAT IT HAS
STARTED TO GENTLY IMPLEMENT, THIS WILL TAKE AT LEAST THREE MONTH. WE
ARE UNABLE TO PREDICT THE SIGNIFICANT P L VOLAT[LITY THAT MAY ARISE AS A
CONSEQUENCE,

1 HAD STARTED REDUCING THE ALLOCATION TO INVESTMENT GRADE CREDIT IN THE
INVESTMENT PORTOLIO IN THE FIRST QUARTER AND AM ACCELERATING THOSE
SALES TO MONETIZE SOME OF THE 9 BIL OF GAINS WE HAVE HARVESTED FROM
THOSE CASH INVESTMENTS. WE CONSIDER THOSE SALES TO BE BOTH| GOOD
ECONOMIC SALES AND ALSQ THE RIGHT THING TO DO TO BRING DOWN THE FIRMS

- EXPOSURE TO CREDJT, ALBEIT TCOP OF THE CAPITAL STRUCTURE, WHIL.E THE RISK
REDUCTION PLAN FOR THE EXCESS PSOTION IN THE CREDIT DERIVATIVES BOOK 1S
BEING UNWOQUD.-

WE ARE WORKING THROUGH THE 10Q DISCLOSURE AND DOUG AND JAMIE ARE
WEIGHING THE RISK REWARD TO THE COMMUNICATION PLAN AROUND A PRESS

RELEASE AND ANAYST MEETRING AND THE POTENTIAL IMPACT ON THE MARKET AND
OUR ABILITY TO REDUCE THIS POSITION.

WHAT WENT WRONG:
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From: Macris, Achilles O <achilles.o. macrls@]pmorgan com>

Sent:  Sun, 08 Apr 2012 23:14:32 GMT

‘o: Drew, Ina <Ina.Drew@jpmorgan.com:> , .
Braunstein, Douglas <Douglas.Braunstein@jpmorgan.com>; Dimon, Jamie

Irvin J <irvin.j. goldman@]pmchase com>; macris

CC: <jamie.dimon@jpmchase.com>; Hogan, John J. <John.J. Hoaan@]pmorgan .com>; Goldman

Subject: Synthetic Credit Summary

e=es = Redacted by the Permanent
Subcommittee on lnvest:gatmns

Hi Ina,

Following up from our earlier call, here is a summary of .our synthetic credit activity, results and outlook for Q2.

Year-to-date the synthetic book is -$525MM. Offsets in other credit positions limit the Q1 loss to -$350MM, while
the Q1 CIO Int'l financial income was +$830MM jnc1udlng the synthetic book The Q1 TRR (including OCI delta) is

. $3.2bio year to date.

The synthetic credit book, as a dedicated hedge to our credit longs, continues to be short HY. In Q4, we decided
to neutralize the risk profile of this book for two reasons: a) the large realized gains around the AMR events, and
b) given our large investment program in cash credit securities and related view.

Our attempt to neutralize the book has been unsuccessful.

We ended up losing a predictable -575MM on HY

shorts, however the IG hedge delivered only +50MM. Although investment grade performed very well in Q1 and
the relationship between HY and IG also worked in our favour, two idiosyncratic factors rendered our hedge

|neffe<:t|ve

: Our longs, 1G.9 and ITX.9 forwards, are in the off-the-run curves which steepened +24bps.
Excess liquidity and the pro-risk environment drove carry traders to the front-end.

2. Our longs underperformed the on-the-run indices as they contain specific high-risk names ‘in
the old series (CDX.IG.9 contains Radian, MBIA, Countrywide, ILFC, iStar Financial, RR Donnelly; iTraxx.S9
contains Hellenic Telecom, Banco Espirito Santo, Portugal Telecom, Dixons, Elec. de Portugal).

The reason, however that we have chosen these 1G proxles is because these are the very names that we are short

“in HY instruments.

Therefore, although thus far unsuccessful, these IG proxies best neutralize and balance our synthetic books to
event risk. This has been reflected in the VaR and Stress VaR, Overall, we still remain short these names with a

pro-default jump risk profile.

retaining upside on-defaults (see graph below).

- For final Q2 we estimate a P&L range of .-150MM to +250MM.

significantly.

" The book is overall risk balanced, given the cross-market long/short and has positive éarry of $2MM/day, while

Intra-quarter P&L could exceed this range, but not

The above estimate does not include P&L on default events, which is significantly positive, as shown in graphs

below.

It is my impression that the recent market attention to our IG.9 activities maybe due to the market's incorrect
perception that we are outright long IG.9 index with a related default risk profile. We are not.

I think it would be much more likely that the significant rﬁarket shorts in IG.9 10Y will need to be covered. Many A

dealers hold significant shorts in 1G.9 against legacy CDO portfolios, and as hedges to |I!1qU|d single-name

inventory-.

Related to 1G.9, the most rewarding, short-term catarlyst for CIO would be an MBIA related default event and
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subseguent curve flattening. Alternatively, a settlement or positive case outcome for MBIA would be bullish and
would support a rally in the forwards. Our P&L profile in this case would be in the above range of -150 to
+250MM, and more carry dependent. Unfortunately this scenario would tie up augmented RWA further forward,

Best,
Achilles
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From:
Sent:
To:

Drew, Ina <Ina.Drew@jpmorQan.com>
Mon, 09 Apr 2012 22:39:52 GMT
Serpico, Gina <Gina.Serpico@jpmorgan.com>

Subject: Fw: Deliverables for meeting tomorrow

Print

From: Wilmot, John

Sent: M

onday, April 09, 2012 06:38 PM

To: Drew, Ina; Macris, Achilles O macrus@—Mamn -Artajo, Javier X
Cc: Goldman IrwnJ

Subject: RE: Deilverables for meeting tomorrow

A couple of follow-ups separately from a conversation | had with Doug late this afternoon:

Profile of maturity of the index and Tranche positions (driven by the discussion on the handout Appendix: Position
CDX IG position changes since June 2011 allocated to 1G9 forward trade)

Doug had the question of why we just didn’t reduce the HY position to reduce our risk rather than going long the IG 9
(we discussed carry (ie associated p&I) but he makes the relevant pomt that from an RWA perspectwe this might he
less economic)

Lastly, Doug wanted some history relative to current positions (longs and shorts) and what were the relative indicative
credit spreads at entry against current spreads

My follow-up questiori from this morning’s discussion:

On the Appendix page referenced above: Can you explain to me the trend in risk trend highlighted in the far right
column “Net CDx |G index position on “Syr” bucket””? |t went from -14.4bn in Feb to -0.96bn in Mar to +12.1bnin
April. Did the $8bn in IG5.75yr exposure add between Mar and Apr solely drive the $13bn addition to the Net CDx IG
position? '

I think for reference purposes we also need to consider any statements around market volumes and days to
liguidation carefully especially as it relates to p&I| impact

John C. Wilmot | Chief Investment Office | = john.wilmot@jpmorgan.com | & Work: (212) 834-5452 | & Cell:_

From: Drew, Ina v
Sent: Mdonday, April 09, 2012 5:42 PM mmem = Redacted by the Permanent
To: Macris, Achilles O; -macri_s@— Martin-Artajo, Javier X Subcommittee on Investigations
Ce: Goldman, Irvin J; Wilmot, John - ‘

Subject: Deliverables for meeting tomorrow

" -Index/Tranches — Gross Notionals, nets — itemized for central clearing or counterparty risk

Table with spreads and VIEWS on spread moves with p /I associated. This is for Jamie and Doug.
It is an éxtension of the table you provided that shows spread moves monthly.

Redacted - Non-Public Supervisory InformationRedacted - Non-Public Supervisory Information

v

‘st of questions that we MAY or may not use for specific discussion with the GR (Hill)
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We can review all and start a process for follow up things we need to address for risk management etc.
John/Irv — an'ything to add.

iease make sure ALL e mails are distributed to me John and Irv. We will vet together with you tomorrow and then send out
as appropriate. ‘ ‘

ACHILLES — your other follow up was with Daniel on FSA**
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From: Hogan, John J. <John.].Hogan@jpmorgan.com>
pnt:  Wed, 11 Apr 2012 11:18:29 GMT
# g% Staley, Jes <je5.sta!ey@j_pm0rgan.com>; Zinke, Steinar X <steinar.zinke@jpmorgan.com>

cc: Braunstein, Douglas <Douglas.Braunstein@jpmorgan.com>; Dimon, Jamie
. <jamie. dlmen@mechase com>

Subject Fw: Credit risk limits

This is the governance used in the 1B to control what is currently going on in CIO. We (obviously) need to
implement this in CIO as soon as possible. John

----- Original Message -----

From: GREEN, IAN

Sent: Wednesday, April 11, 2012 06: 53 AM
To: Bacon, Ashley; Goldman Irvin 1

Cc: Hogan, John J.

Subject: RE: Credit risk limits

CH uses a small number of limits (attached) and a significant reliance on the Structural Risk Measure (SRM
- also attached) as the principal business limits. Directional limits tend to be small as the book is managed
to be broadly neutral to spreads & correlation. All tranches and index trades are decomposed into Single
Name positions and managed against spread-based limits and thru SNPR. We also rely heavily on the Stress
Teshnrgl_l framewerk running 20 spread scenarios and 6 basis scenarios dally An example Stress page for CH
is attached.

ere is a also a significant reliance placed on the risk MIS and periodic reviews of the gross portfoho risks
forums like the IRBC..I can send additional commentary on these if required.

Thanks
Ian

-----Original Message—---

From: Bacon, Ashley

Sent: 11 April 2012 00:14

To: Goldman, Irvin J; GREEN, IAN
Cc: Hogan, John 1.

Subject: Re: Credit risk limits

Ian, could you please send Irv the structure of CH limits and thresholds (and the SRM).

Thanks

----- Original Message -----

From: Goldman, Irvin ]

Sent: Tuesday, April 10, 2012 05:57 PM
To: Bacon, Ashley

Cc: Hogan, John J.

Subject: Credit risk limits

‘ﬂey,
~.n you tell me what IB risk limits and measures we use for credit hybrids outside of var, stress + ¢s 10
‘Wwidening.
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From: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
nt:  Wed, 11 Apr 2012 14:59:13 GMT

103 Drew, Ina <Ina.Drew@jpmorgan.com>

CC: ' Macris, Achilles O <achilles.o.macris@jpmorgan.com>

Subject: RE: Single names CDS basis relative to IG 9 CDS - URGENT update

Ina,

the market is quiet today . To early to tell but so far about flat P/L . The tension has stopped now
communications yesterday are starting to work . | hope that it keeps this way tomorrow .

regards

. The bank's

From: Drew, Ina

Sent: 11 April 2012 15:53

To: Martin-Artajo, Javier X

Subject: RE: Single names CDS basis relative to IG 9 CDS - URGENT update

How is it going? Any market color today?

.om: Martin-Artajo, Javier X
Sent: Wednesday, Apr[l i1, 2012 10: 52 AM
To: Staley, Jes -
Cc: Drew, Ina; Braunstein, Douglas; Hogan, John J.; Macris, Achilles O
Subject: FW: Single names CDS basis relative to IG 9 CDS - URGENT update

les,

further to your last question on the single names versus index | hope that this clarifies your guestion

best regards

Javier

From: Martin-Artajo, Javier X
Sent: 11 April 2012 15:31 -
To: Drew, Ina

 Cc: Macris; Achilles O
Suhject. Single names CDS basis relative to IG 9 CDS - URGENT update

Ina,

regarding the relationship of a CDS index versus its components that is not an exposure that we have in the book . But , it is
likely to affect our book given that it is not driving the dynamics of our curve position . The demand for single names in the

. =st has not affected the index position if you lock at the graph below . The basis to theoretical has been somewhere around -

20 bps at the beginning'of the year ( Orange line ) and the CDX IG 9 10 Yr { 5.75 maturity, ie our long in 1G9 5 Yras we call
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From: Drew, Ina <Ina Drew@jpmorgan.com>
Sent:  Wed, 11 Apr2012 00:16:29 GMT

Dimon, Jamie <jamie.dimon@jpmchase.com™; Braunstein, Douglas
To: '<Douglas Braunstein(@jpmorgan.com>, Hogan, John J. <John.]. Hogan@jpmorgan.com>; Zubrow,
: Barry L <barry ] Zubrow(@jpmchase.com>; Staley, Jes <jes.staley(@jpmorgan.com>
e Goldman, Irvin T <irvin j.goldman@jpmchase.com>; Wilmet, John
’ <JOHN, WILMOT@meOIgan com=; Macris, Achllles O <achilles.o. macns@;pmorgan com>
Subject FW: updated

ALL: Please see attached 2hd quarter scenarios for the Credit Book with descriptions.

We can review all assumptions and answer questions on the 8:30am call. We are working on Jamie’s request
for ; ' '

Correlation of the credit book against the pertfolio and will also have those numbers at 8:30am,
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Synthetic Credit Summary

| Sceraria ]
: Note regarding P&L
Estimate of 10 April 2012
Today's P&L estimala of -
133 Projeciions $385MM represenls a
P :gg :.‘;:yr mave 6,6x curren! VaR05
-T3yr
08 £100m of $60MM.
Slope Off the run IG.9 curves bear
0.75y14 3, "Yr sleepensd avg +7bps (30%
.| of YTD move), and spreads
widened svg +10bps

4 Roallsod PaL ||1 Q1 = b b i
Q1 Realised P&L -5580 driven by losses In shorl risk MY (BTDMM) vs. +128MM in CDXIG and -30MM in ITraxx

The |G componeril has bean lhe main P&L driver of underpetformance in Q1. as 1G.8 forward long risk positions did.nol deliver anlicipaled profils given sleepening of lha

ﬂ
curve. Currenl book is averall risk balanced, given the cross-market long/short and has positive camry of $2MM/day, while retaining upside on defaulls

Q2 P&L Estimates -these scenarlos do not include 10 April P&L, which would accreta back Into each scenario +$400MM, If re-calibrated for today's market moves
-$250MM (New Financlal Crisis) Implles an average spread widening of +25%, driven by banks/financials undergoing siress. In this case, (he portiolia P&L Is driven by:

- +250MM carry

-100MM glven relative underperfarrnance of IG vs. HY (cnmpresslun lad by banks/financlals widenlng)

-$300MM due lo 'duralion extension’ as we project lhal the short-daled shorl risk duralion In IG will conlracl as explry approaches

- -$100MM due lo spread widening. nol offsel in this case by curve flallening (we assums here lhal curves remain 43bps sleep in IG eqmvalenls;

-$150MM (Slalus Quo)in this case we assume thal markel levels and curves freeze' at currenl levala In this scenaro CI0 wauld delia hedga araund volatility throughoul

&
Y

ihe quarter

- +200MM camry
~  -3300MM due lo 'durafion exlenslun as we projec! lhal lhe shorl-daled shorl risk duration i in 1G will conlracl as expiry appruaches

~  «$50MM due lo long-daled Iranche underperformance as observed in Q1
+$350MM {Central Scenario) in lhis case buil slaapeﬂing of |G curves (+4bps), more lhan offse] by oulperformance of 1G. 9 curve vs. on lheun

- +170MM carry
- -$280MM due lo 'duralion extenslon’ as we project lhal the shorl-daled shorl risk duration In 1G will confract as exp[ry approaches

-~ +5110MM due lo relly in credil spreads -15%

+$200MM dua lo relalive outperforinance of IG 9 curve vs. an the run |G curves (whlle counlter-inluflive, the “compression” effect of 1G.9 vs, on the run IG
complex is driver of performance)

-  +$150MN due 1o long-daled equily franche oulperlommance

In the seclion "10% Oplimislic” lhe convexily of lhe porifolic in a highly positive ora hrghly negalive markel oulcoms is demonslraled.
+§702MM in lhe evenl of -20% Ughlening of spreads, decampression of HY vs. IG credil, and [G.9 {orward uuipurfom-uancn (rolling dnwn the qurve)

$1,126 *End of QE" refers 1o a scenarlo of slrong growlh led by U.S., spraads avy. -50% lghter
+1,725MM in "Many Defaulls™ means wave of defaulls among widest spread names (incl. MBIA, Radian, iStar) curva ftallsmng, and +75% spreed widening,

deiven by performance of HY shorls, |G flalleners and long prolection positions in the porifolio
#  In the seclion "{0% Exireme” il Is estimaled Ihat the book would range -$355MM 1o ~$650MM.

—  -3355MM in (he evenl of bear sleepening of curves, spreads widsr by avg +10%
-$650MM in the evenl of bull sleepaning of curves, spreads lighter by avg -25%, driven by underparfarmance of 1G.8 (forwards do nol roll down curve in rally)
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From:  Wilmot, John <JOHN.WILMOT@jpmorgan.coms
Sent:  Wed, 11 Apr 2012 18:59:00 GMT

To: Dimon, Jamie <jamie, dlmon@]pmchase com>
Braunstein, Douglas <Douglas. Braunstem@]pmorgan com>; Hogan, John J.
cC: <John.J.Hogan@jpmorgan.com>; Zubrow, Barry L <barry. l. zubrOW@]Prnchase com>; Drew, Ina

<Ina.Drew@jpmorgan.com>; Staley, Jes <jes. sta!ey@meorgan com>; Go1dman, Irvm J
- <irvin.j.goldman@jpmchase.com>

Sub]ect synthetic credit information

Jamie,

Attached please find a presentation on the synthetic credit book that was reviewed this afternoon with Doug, Jes, Ina, Barry
andJohn. It covers the relevant data requests from the past several days. -

John

John C. Wilmet | Chief Investment Office | [ john.wilmot@jpmorgan.com | ® Work: (212) B34-5452 | ECeI[:— ;

=== Redacted by the Permanent
Subcommlttee on lnvestlgatlons

Permanent Subcommittee on Investigations
EXHIBIT #90

Confidential Treatment Requested by J.P JPM-CIO-PSI 0001701
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Syntheﬁc Credit Summary: Notional Exposhré

®  Gross extemnal (to CIO, Including IB) notional Is $836bio

. long risk vs, $678bio short risk across all Index and franche (all figures in billions USD)

produets Gross external trades

%  External Index notional faces Intercontinental Exchange Notionals outstanding withJPM - ¢
(ICE) Is net $96.7blo, 87% of total net external index - Index

n (TS - tranche .
n  Tranche products are not eligible for ICE clearing and are | Notionals outstandidg with ICE: =
L ’________.E

bllateral counterparly exposures - Index

- tranche

- Index
- tranche

Index Name 3D Mar 2012 1Weekapo 1mavg LTV avg Position Volume

©  CDX.IG.9 net position for CIO is $82.2bio, which Is ITRAXX EUROPE SERIES 17 23.0 262 251 25.1 8.0 T
approximately 10-15 days of 100% of trading volume CDX.NAIG18 736 - 375 308 308 15.8 052
¥ [TX9 nel posllion for CIO is $35blo, which Is approximately COX.NA.IG.17 8.3 358 7.7 - 18.9 115 0.65 |
8-12 days of 100% trading volume * CDX.NA.IG.8 7 86 8.1 10.6 82.3 10.16
ITRAXX EUROPE SERIES 16 6.8 28.7 16 18.8 . 128 0.80
= For on the run positions the numbers are much smaller, COX.NAHY.17 6.6 3.8 4.3 35 8.1 1.88
ranging from 0.25 days to 2 days volume In IG and HY, COX.NA.HY.18 : 62 0 6.3 6.3 0.0 =
respectively. ” :
[TRAXX EUROPE SERIES 8 5 5.1 4.3 5.5 368 . 8.33
1 JPMorgan

JPM-CIO 0001152
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Synthetic Credit Summary: Maturity Profile

8485 517 ST/ BTE 128
X 5 ET 8 s% 65 M7 TEST  ALES BATS 1433 ISTH 91,564 =7 -4 32 =30
ITRAYC M 7 28718 KT 20044 = . 748 1854 75 = am 213  A7H| 1m0
MRAXOD & AT esR 18 a7
MTRAXC FREST e b 220 A 014 1,705 M 1085 =8 2674
TRAOFRSEH = el
| srvx we 2 A7 47]
IGr;nﬂTnml 43,700 AG.262  28A8T 4467 74 23,783 $786_ -31,000 20008 15319 24202 ' 81.687 43521 267 B w30 A7M| 158468

Maturd]

20-Dec-14 20-Jun-15 20-Dec-15 20-Jun-15 20-Dec1B 20-Jun17 20Dec-17 20-Jun-18 20-Jun-20 £0.Dec-20 20Jum-29 7 Dec.

Confidentlal Treatment Requested By
JPMORGAN CHASE & CO,

B 20Jun-12 2o Dec-17

oo iy rT 2 5 S 7 120 ) 121 166
| cox Lenx 1
o 7 ] ] £l = £ s B F n 4 2 0 3
ITRAXX M -8 = 10 & -0 2t -1 4T A . ] 24 ‘7
MRASOLXO L e 3 3
TRAKK FMSIN o B ] ] g 2 8 2 6
TRAX FISEN : . A
SOVX WE a i
Grard Total ‘f BO . 72 -H 2 ET) 160 . 134 - 308 430 -1 -505 282 2 [} 22 24

»  Top table shows gross nolionals across Indices and tranches by underlying index family (can be cbnruslng, adds notlonals.of Indices and tranches)

«#  Bottom lable shows the 10% credil spread widening per maiﬁdty bucket

w  Largest short risk exposures In Investment grade mature in Dec-12 for CDX.1G.9 and Jun-13for [Traxx S8

#  Largesl short risk exposures In high yleld are concentrated In Dec-15 lo Jun-16 for CDX.HY and Dec-16 for [Traxx.Crossaver

JEPMorgan

JPM-CIO 0001153
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Synthetic Credit Summary: Risk & P/L Scenari_os

Total Synthetlc Credit VaR 58.2mm

10% Credit Spread Widening
= The position, beta-adjusted has nsl directionallty of -$163MM In 10% paralle! move in spreads

w  This is equivalent of $34.5blo of long risk in 5y IG equivalent:
Relative value Risk Exposures
IG vs, HY $27mm/bps of risk If IG underperforms HY by 1bps
1G8 5/10s curve position $46MM/bps of risk if curve steepens 1bps
X0 vs. I[TX $34mm/bps of risk If ITX underperforms XOVER by 1bps

ITX3 5/10s curve position $19MM/bps if curve steepens 1bps

Confidential Treatment Requested By
JPMORGAN CHASE & CO. .

cso1
8,510,886

-22,056,1 10-‘?
3,080,724/
-560,652
-31,240!
-18,909:

Beta Adj CS01
42,554,432/
453,735
-35,121,749}

-22,056.110
12,242,896,
-2,242,609"

124,961,

Compress01  Steepen01

-34,256.803° -19,071,244.

L

t !
'

Index Spr01 Spr+10% Up50%
CDX HY 8,510,886] 478,399,558) 2 285,664,595 CDX HY
CDX LCDX 90,747, 1,399,630 6,726,105 CDX LCDX
CDX 1G -35,121,719| -453,123,526} -2,144,460,027 sl
ITRAXX MN 22,056,110| -344,040,241] -1,771,8989,467 - YSREGIO
ITRAXX XO . 3,080,724| 178,197,413]  B19,366,090
ITRAXX MN
ITRAXX FINSUB -560,652] -23,044,526f 107,358,368 rdyiat
ITRAXX FINSEN -31,240 727,797 -3,496,997 brRAsOC NS
SOVX WE -19,908 437,811 2,115,454 ITRAXX FINSEN
Synthetic Total | -46,127,273| -163,377,268  -917,573,542
Total Synthetic Credit

"1 26,427,273

-4,314,245"

61,492,074 64,151,959

J.EMorgan

JPM-CIO 0001154



‘09 g uebiop "d'r Aq paisenbay jusuneal] |epuapuuon

S0.1000 1S4-OID3-INdr

Synthetic Credit Summary: Exposure to steepness

®  Ona simple basls, curve could sleepen by 20 bps
mare (on historical basis) o

&  Loss approx $1billion

@ With hedges currently In place, we could steepan
by 10bps approx

¥  Loss approx $550mm

#  Bottam graph shows lhe behaviour of the slops of
1G9 1yr versus IG 9 5 Yr that we have in our
book . This shows the relalionship between the

- slope of our position in the Index versus the actual B o B
hedge thal we have bouding the relationship that Is R E
{he 5 Yr short that we have on the run five year IG % Feh-Aprid i
and the short that we have In the HY OTR since i
Jan 2008 . This ratio Is 85 % and 15% as per our —_— I
book . ‘ :

!

i

'

|
“

i 3

‘

!

J.PMorgan
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Single Name Risk & Forward Jump to Default Risk

Table 1: default profile today and post December 2012

Max P&L #of names  Average Max Gain

: ' # 05 narﬁés . Avarage PAL given with Gain given given
Portfollo # of Names w:gls::if:;u le?;n?rl:lgault Default default Default Default
' ($mm) gailn ($mm) ($mm)
Total partfolio today 588 62 -67 -205 526 133 600
Total portfolio post Dec 3 ) R . ; -
] 2012 585 - 228 -336 <716 . . . 357 133 600
IG89 only today - 121 0 0 0 121 146 417
1G9 post Dec 2012 121 - 121 -572 -716 ] 8] 0 0
3 on-the-run R
1G9’ Hedge options IG18 covers 89 names out of 121
on-the-run ' ; v
HY18 covers 13 out of the remaining 32 names unhedged with 1G18

post Dec 2012

©  Today there is conslderable default protaction coming fram 1G8 tranches.
Across the 121 names In 1G9, the Jump-To-Default at Markel Recovery goes from a current gain of +14ﬂm on average per name lo a loss of -572m per name post December
2012,

@ This Is because of the roll-off of two forms of protection:
¥ Tha first Is the 32bn of short-dated protection on 20th Dec 2012,
The second (and this is Important) Is the roll-off of nearly $4bn long protection on IGS equity franches. The aqulty tranche glves protection at an -ppmxim-le

0
ratlo of 30 to 1, so the $4bn of equily tranche protection Is equivalent to $120bn of index protection In terms of pure-defaulf risk.

Post 20th December 2012, we would be able 1o pariially hedge this expasure with the current on-the-run index but the overlap Is 89 names out of the 121 In 1G9.
On the 32 remalning names we have a Jump-to-Default loss of $500mm on average per name thal would need to be hedged by other means (HY on lhe run Index, single naime
CDS, index iranches slc)

JPMorgan

JPM-CIO 0001156
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Single Name Risk & Forward Jump fo Default Risk _

A Across the 121 names in IG8, the Jump-To-Default at Markel Recovery goes
from a current gain of +146m on average per name 1o a loss of -572m per
name post December 2012 as shown In the table

Confldential Treatmant Réquesfed By
JPMORGAN CHASE & CO.

Table 2: Top 20 names Default Exposure Post Dec 2012

Names IG8

JTD post dec

BAXTER NTERNATIONAL ING:
BRISTOL-MYERS SQUBE COMPANY
CAPITAL ONE BANK {USA), NATONAL
ASSOCATION

CENTEX CORFORATION

COMCAST CABLE COMMUNICATIONS, LLG
DUKE ENERGY CAROLINAS, LLC

EMBARQ CORPORATION

GOODRICH CORPORATION

HONEYWELL INTERNATIONAL INC.
INGERSOLL-RAND COMPANY

INTERNATIONAL BUSINESS MACHNES
CORPORATION

' INTERVALACQUBITION CORP.

MCDONALD'S CORFORATION

' MCKESSON CORPORATION

MEADWESTVACO CORFORATION

RIO TINTO ALCAN INC.
ROHMAND HAAS COMPANY
THEWALT DENEY‘ COMPANY
WELLS FARGO & COMPANY

WYETHLLG

SUONBSI)SIAUT U0 II)JIUIUWOIGNS JUIUB LI J

Aq pajoepay

JEMorgan
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Synthetic Credit Summary: Risk & P/L Scenarios

Scenarlo
Note regirdlnu P&L
Estimate of 10 April 2012
Today's P&L eslimale of -
1GS Frojectians $395MM represents a
:g: :::vr mova 6.5x current VaR85
yr
168 5.78yr of $60MM.
:{:;; — Off the run 1G.9 curves bear
Sl e ups) steepenad avg +7bps (30%
Tmplled CAW of YTD mova), and spreads
: widened avg +10bps
PR 0 e 5‘*;'4-.";""’- X
®  Realised P&L In Q1

Q1 Realised P&L -$580, driven by losses In shorl risk HY (670MM), vs. +128MM in CDX.IG, and -3UMM in ITraxx
The IG component has been the main P&L driver of underperformance in Q1, as 1G.9 forward long risk positions did not deliver anticipated profils given sleepening of the
curve. Gurrent book Is overall risk balanced, given the cross-markel long/short and has pasitive carry of $2MM/day, while retalning upside on defaulls

»
L

Q2 P&L Estimates - these scenarios do not Include 10 April P&L, which would accrete back into each scenarlo +$400MM, If re-calibrated for today's market moves

@
-$250MM (New Financlal Crisls) implles an average spread widening of +25%, drlven by banks/financlals undergoing stress. In this case, the portfolio P&L Is driven by:

L
- +250MM cany
-~ -100MM given relative underperformance of IG vs. HY (compression, led by banks/financials widening)
- -$300MM due to 'duration extension’ as we project thal the short-dated short risk duration In IG will contract as expiry approaches
-$100MM due to spread widening, not offsel In this case by curve flattening (we assume here that curves remaln 43bps steep In IG equlvalents)
r  -§150MM (Stalus Qua) In this case we assume that market levels and curves ‘freeze’ al current levels; in thls scenario CIO would delta hedge around volatility mmughuui
the quarter
~  +200MM carry
- -$300MM due to 'duration exlenslon’ as wa project thal the short-dated short risk duration in IG will contract as expiry approaches
-~ -$50MM due lo long-dated tranche underperformance as observed in Q1 '
¢  +$350MM (Cenlral Scenario) In this case bull deepenlng of IG curves (+4bps), more than oﬁset by outperformance of 1G.9 curve vs. on the run
- +170MM carry
- -$280MM due lo 'duration extension’ as we ;)rn}ect that the short-dated short risk duration In IG will contract as axpliry approaches
- +$110MM due lo rally in cradit spreads -15%
- +5200MM dus to relative outperdormanca of 1G 9 curve vs. on the run |G curves (while counter-intuitive, the ™ cumpraSsmn effect of IG.8 vs. on the run IG
complex is driver of performanca)
- +$150MM due to long-dated equity lranche oulperformance
¥ Inthe section "10% Optimistic” the convexily of Lhe portfollo In a highly positive or a highly nagal&ve market oulcome Is demonsirated.
-~ +5702MM in the event of -20% tightening of spreads, decompression of HY vs. |G credil, and |1G.9 forward outperformance (rolling down the curve)
- $1,126 "End of QE" refers to a scenario of strong growth led by U.5., spreads-avg. -50% tighter
~  +1,726MM In "Many Defaulls” means wave of defaults among widest spread names (incl. MBIA, Radian, lBtar‘,l curve flattening, and +76% spread widening,
driven by performance of HY sherts, IG fiatteners and long profection positions in the perifollo
In the seclion "10% Exireme” it is estimated that the book would range -$355MM Lo -$850MM.

-$355MM In the event of bear steepening of curves, spreads wider by avg +10%
-$650MM In the event of bull steepening of curves, spreads lighler by avg -25%, driven by underperformance of 1G.9 (fumards do not roll down curve In rally)

7 J.PMorgan
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Appendix: CDX.IG.9 Market Impact

A CIO Increased the CDX.IG.8 5.75y exposure by $36blo during January and February

o Compared lo on the run equlivalent spread moves this does nol appear o have distorted market prices

w  “Skew" or index o theo basis has been mean reverting / moving less negative since starl of year (organge line on DataQuery graph)

CDX.IG.9 Spreads

0 ap OTR DTR

85 462 103.86

Jun-11 56 90 131

Sep-11[_145 157 167 125 B11 158.3-

Dec-11[__1a1 140 147 20 660 148

Jan-12| [ 102 1 102 567 125,

Feb-12| B3 92 11 03 545 =~ 1158

Mar-12] 70 B8 11 01 671 115

Apr MTD[- 7 B0~ v, 8B~ [ o128 A | o et 403, | v A0y | % T A20:36 e i

¥TO Chg [ %1 [ 52 [riaidsc.] 25 [ 28 | 108 [reeipoaddn e
MTD Chg [ 0] 10] 18] H| 12] 50] 14.35]

e | ‘ iy
Redacted By The

Permanent Subcommittee

on Investigations
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From: Drew, Ina <Ina.Drew(@jpmorgan.com>
Sent:  Thu, 12 Apr 2012 15:19:17 GMT -
- Dimon, Jamie-<jamie.dimon@jpmchase.com>; Braunstein, Donglas
To: <Douglas. Braunstein(@j pmorgan.com>; Hogan, John J. <John J Hogan@jpmorgan. com> Zubrow
i . Barry L <barry Lzubrow@jpmchase.com>; Staley, Jés <jes.staley@jpmorgan.com>
Wilmot, John <JOHN. WILMOT@jpmorgan.com>; Youngwood, Sarah M .

ce: <sarah.m.youngwood(@jpmorgan.com>; Evangelisti, Joseph <joseph.evangelisti@jpmchase.com>;
Goldman, Irvin J <irvinj.goldman@jpmchase.com>

Subject: FW: Synthetic Credit Materials

Attached please find the three documents we discussed:

e  Core Credit Executive Summary
«  Synthetic Credit Q+A
«  Market Structure Overview

Permanent Subcommittee on Investigations
EXHIBIT #91
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Below is an explanation from a strategic point of view the construction, execution, risk
profile and the extreme P/L outlook for the synthetic credit book or Core Credit Book .

The construction af the credit derivatives book : the Core Credit Book as we call it
internally was designed since its inception to benefit fram market downside risk with a
profile that would offer the firm the best risk/reward for that downside protection .

At the beginning of 2007 we started a program that bought ABX and TABX protection on the

subprime and since July 2008 we started a program that would benefit from large defaults

on High Yield names as the Risk / Reward for having curve flatenners was a very good way to

get this protection for the company. The book has kept its profile of pro-default risk for High
. Yield until theend of 2011. :

" The execution of the High Yield Book from inception In 2007 was based on buying
protection on the on-the-run series and tranches of this series and balancing the book with
older series as the High Yield market tends to have wider names as times passes since it
collects the most traded names and will include the large fallen angels too. So , this makes
sense to do if we believe that we have a bad economy in front of us but has to be balanced
to adjust for large spread moves and needs to offset with some positive carry to make the
book with the smallest negative carry that we think is appropriate .

The ,wa\j that we at (10 have book-run the Cere Book to balance the negative carry costof
the High yield Book overtime 'has been using Investment Grade strategies that gave us
some carry or buying optionality { or bath ) in the tranche market to offset the -
directionality of the High Yield Book if this was more efficient than using intra- High Yield

" hedging . 2

From an execution paint of view the Book from the beginning of 2011 was a pivotal year
since we started to realize that the Risk / Reward that this book offered started to have a
Risk / Reward that was not as compeling as it had been in the past and started to reduce the
book notionals and size until june 2011 when we increased the High Yield Book once again
as the events of Europe and US started to gather mementurmn .

The P/L Outlook for the Core Book could be described as balanced in terms of directionality
{ without a short bias Beta adjusted ) and with large default protection for all of 2012 of the
top 12 High Yield riskiest names in HY and a positive carry of 2 MM/day .

In order to explain the P/L outlook for Q2/Q3/Q4 2012 |would like to describe the book in
a more detail group of trades to better understand the risks that the book currently has.

Confidential Treatment Requested by J.P; Morgan & Co. : : JPM-CIO-PSI 0001101



The Core Credit Book has two main Books : the Investment Grade Book and the High Yield

Book.

The Investment Grade Book (16 Book ) has'twao strategies one for Eurcpe ( [Traxx Block )
and one for the US (IG CDX Block ) ‘

The High Yield Book has just one strategy called HY Block.
The IG CDX Block would best be described asa lang risk -1G 9 CDX position and a short of

equivalent size in IG On the run CDX ( OFR ) and an extra block of long risk OTR. The
European iTraxx position would be described in the same way as long Series 9 and short the

OTR. This position has positive carry of 4 MM USD /day. They way that we are positioned to -

go long risk in the |G 3 position is by going long risk the 3Yr and 5 Yr maturities and being
short the 1 year maturity to be neutral default risk , positive carry and with a long beta risk
to the 5 riskier names that are part of the short HY position that we have in the HY Book.

The HY Book would best he described as an on the run HY OTR short risk( that includes all
the risky names [ Rescap, TXU,Radian,MBIA,1Star ) and a leng risk HY10/BY 11 { Older series
of CDX High Yield ) that do not include these names . This is how we pet protection for riskier
names and has a negative carry of 2.7 MM/Day

These two books are also rebalanced relative to each other to reduce the overall VAR and
sVAR of the whole book with what we would describe as an ‘Net extra delta IG/HY on the
run indexes only. This position would be best described as long 1G OTR vs short HY OTR .
This position is 0.5 MM USD carry/day.

Confidential Treatment Requested by J.P. Morgan & Co.
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The main exposures of these blocks are :

115

Start Jan Book

Current Book

Farwardwvs OTR
58 Fwd
cyr IG OTR eq

Forward ws TR

20497375 000

15555 385 556

38511 525000

38 7I5 507 222

163 fwd 54651951 114 94540640003
|G OTR BIARG B 220 22 485 ACB YD
HY OTR StartJan Book ©  Current Boak

HY Ot the wn BES A28 1105440 146
HY10-11 14,405 446 534

18 (22,100,082

Het Exira Delta

Start Jan Book.

Current Bo.o k

Net [T RAXX:Wain OTR

4116519444

11 486,447 222

Net COX G OTR 21 B8 2T 27 3245309790

The scenario that is most critical for CIO { large adverse scenario ) happens to be the one
that we experienced yesterday (10“‘ April] which is a bear steepener of the 1G Block bothin
the US and Europe and the rest of our positions remaining stable: . This scenario is the
one that caused us almostall of the loss since Feb 2012 . | do believe that this position will
either mean revert because of the enhznced carry that has also increased from yesterdays
move of the 1G block or though a default or series of defaults in the most critical narmes
MEIA , Radian, ISTAR , Sprint , and MGIC in the next year . The magnitude of the move over
the weekend for this curve to steepen, i.e. our short in the front did not widen but the Syr-
IG widened refativeto our OTR by 7 bps . This is unprecedented for a day onamark to
market and it could still go wider on its own but the part of aur book that shauld be
protecting us frorm most of this widening ts the HY short position OTR that contains these
names too and should have mitlgated around 70% of this move . It did not materialize . So
this goes agains all economic sense , is due to the marks that we are experiencing on our .

. large US |G Block that has caught the attention of the media . ftcould still go wider and we
could face and additional loss if the same behaviour persists but at some point that we have
already pone beyond the HY bucket should hedged our expasure . | believe that this mark to
marked loss is going to mean revert for those reasons., '

It might take some time but | am very confident that this outcome will be materalized in the
coming months.
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How do derivetive instruments and the "synthelic credit” aci}vaty f:t in
wich the overall CIO aciivity?

The Chief Investment-Office has utilized the “synthetic credit portfolic,” which is a-

portfolio of credit derivatives, to construct a hedge against other risks on JPMC's

" balance sheet, This activity has been part of the CIO portfolio construction and

risk management since 2007, The related credit derivative instruments offer an
efficient means to establish protection against adverse credit scenarios and
“stress events

Th:s activity is among the key tools utilized by CIO to manage and hedge stress
loss risks. The synthetic credit portfolio has benefited the Firm, especially in
times of credit market dislocation, sudden spread widening and in the occurrence
of defaults, which is typncalhj a catalyst for credit spread widening scenarios.

In Q3 and Q4'11, CIO began to reduce the net stress loss nsk'pmﬁ!e of the
hedges, as more positive macroeconomic data in the US and an improving
situation in Europe post LTRO merited a reduction to the stress loss protection of
the "synthetic credit portfolio." The book, as a dedicated hedge, continues to be
balanced, and ta protect our portfolio from stress events.

Have you met Bruno Iksil?
Yes ~ I've met Bruno in person. (Specifically on 29 March 2010 in a meeting at
100 Wooed Street in Lonon), 1am in regular contact with the team in CIO,

in your view, could this trading fall afouf of Volcker under a narrow
definitton (or even a broad one}?

As Barry Zubrow pointed out in our comments to the Regulators in February, the
language in Volcker is unclear as it pertains to anticipatory hedging needs on the
ALM side. The condition for the hedging exception appears to have been drafted
with trading desks in mind, where both sides of a hedge are marked to market. It
is.a poor fit with ALM.

What s the P+1 impact on IPM since this story was releasad?

The book is balanced, and the performance clearly is a function of market prices,
The Chief Investment Office performance has been good, and that's reflected in
our results. i

How much have these poaitions made or {ost for IPMC? Whatis the
corresponding loss or gain in your boak?

The “synthetic credit portfolio,” since inception has positively benefited JPMorgan,
in particular in times of dislocation and stress in credit markets globally, ‘as was

witnessed in 2008, 2009, and more recently in the high yield bond market in the -

US in late 2011.

Is most of the activity in the I9 index speculative bets by hedge funds?
Hedge funds are industry participants in CDX.NA.IG credit default swap indices.
Other industry participants include banks, broker-dealers, Insurance companies,
pensions, sovereign wealth funds, and other investors who seek either to gain
exposure to Investment Grade credit via credit default swap indices, or to hedge
existing exposure to Investment Grade credit: Information related to hedge
fund’s rejative size is difficult to estimate, however, can be thought of as
praportional to the capital and funding available to the hedge fund manager
employing CDX.IG.9 credit default swap indices in its portfolio.
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is most of the activity in the I9 index speculiative bets by hedgs funds?
Hedge funds are industry participants in CDX.NA.IG credit default swap indices.
Qther industry participants include banks, broker-dealers, insurance companies,
pensions, sovereign wealth funds, and other investors who seek either to gain
exposure to Investment Grade credit via credit default swap indices, or to hedge
existing exposure to Investment Grade credit. Information related to hedge
fund’s relative size is difficult to estimate, however, can be thought of as
proportional to the capital and funding available to the hedge fund manager
employing CDX,1G,9 credit default swap indices in its portfolio,

What risk or type of risk at 3PMC does the IG.9 position hedge?

iPMorgan utilizes “1G.9,” among other hedging instruments to mitigate or reduce
partfolio “stress loss,” associated with credit risks on our balance sheet
particularly in the investments securities portfolio.

I understand that you're hedging you overall risk and the investments
sacurities porifolic - can you give a sense of the relative size of hedging
scbvity in the past - how big can the ‘gross’ get and what is the basis
risk around this? )

The size of hedging activity is a function of the size of the risks we manage, so it
changes through time. If you look at the history, heading into the Crisis, the
Firm's ALM team in CIO used credit derivatives to purchase protection on high
yield credit default swap indices with short term maturities and to sell protection
on high yield credit default swap indices with longer-term maturities—in effect,
taking a high yield curve flattening position in the credit derivatives market. This
strategy resulted in the Firm recognizing some gains as near-term default risks
increased. The gains recognized on these derivatives strategies offset in part the
losses that Dccurred on credit assets held by the Firm.

Are your examiners aware of this activity?

Yes, this activity is included in our regulatory reporting practices, in ﬁnanaal
statements, and—as part of the Firm-wide Market Risk policy—this actw:ty is
captured in the Firm’s risk measurement systems.

- bo firms on the other side of these trades h:ave an interest in farcing you
cut of them?
Clearly certain market pammpants have expressed an interest understanding:
what is the long-term nature of JPMorgan’s hedging activity—particularly in
CDX.IG.9. It would be speculative to assume participants on the “other side” of .
JPMorgan’s activity want to “force us out,” and we're In the business of risk
management of our own positions, not theirs. JPMorgan’s position in IG.9 is part
of a portfolio balanced across a range of outcomes, It is conceivable that the
opposite positicn may not be balanced,. which could motivate those portfollo risk
managers to seek to reduce those exposures,

Why would a bank need a synthetic credit partfolio?

A bank or investor may utilize a “synthetic credit portfolio,” that is, a portfolio of
credit derivatives, in particular to construct a hedge to other risks on it's balance
sheet, Itis an efficient means, given liquidity in the index market, to establish
protection against adverse scenarios and “stress events.” It is often more
practical to buy protection on credit default swap indices than it is to establish a
“short risk” position in a cash security.
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From: Zubrow, Barry L <barry.|.zubrow@jpmchase.com> -
ant:  Thu, 12 Apr 2012 21:07:12 GMT

i lo: Braunstein, Douglas <Douglas.Braunstein@jpmorgan. com>
i Dimon, Jamie <jamie.dimon@jpmchase.com>; Youngwood, Sarah M
i g - <sarah.m.youngwood @jpmorgan.com>; Evangelisti, Joseph

<joseph.evangelisti@jpmchase.com>; Drew, Ina <Ina.Drew@jpmorgan.com>
Subject: If asked about London / CIO and Volcker

i Isuggest you add the following thoughts:

| | 1:) -Activity was NOT short term trading

2.). Was part of LONG TERM hedging of the banks portfolio

3). We do not believe that our actIVity in any way goes against the law as passed by Congress, nor the

spirit or proposed rule as written.

Barry

Permanent Subcommittee on Investigations {
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From: . Hogan, John J. <John.J).Hogan@jpmorgan.com>
Sent:  Fri, 13 Apr. 2012 14:35:10 GMT

To: Dimon, Jamie <jamie.dimon@jpmchase.com>
Subject: RE: CIO :

Doug and | asked that the first day. Answer was it most “efficient” way to do it. | would say they just wanted to improve the
carrv on the book by selling protection and taking in some premium. This is all part of the post mortem and we will fix it.

From Dlmon, Jamle

Sent: Friday, April 13, 2012 10 29 AM
To: Hogan, John J.

Subject: RE: CIO

Why didn’t they just sell vs offset

From: Hogan, John 1. :

Sent: Friday, April 13, 2012 10:24 AM
To: Dimon, Jamie

Subject: CIO

Jamie-

Below confirms the net notional are truly net notionals with no basis, | spoke with Ashley this morning who is working with
Achilles to implement a similar limit/governance structure on this book to the one we have in the IB—we will do this for all of

ClO over coming weeks and | will keep you posted on that. Let me know if you need anything else.
John .

From: Goldman, Irvin J

Sent: Friday, April 13, 2012 10:20 AM
To: Hogan, John J.

Subject: Re:

John,
Yes. To be perfectly clear there is no basis within each rna’[ur[ty

From Hogan, John J

Sent: Friday, April 13, 2012 10:03 AM
To: Goldman, Irvin J

Subject: RE:

Irv,

Can you just confirm that the longs and the shorts from each maturity bucket net perfectly and that the net notional is truly
the net amount that is shown below without any basis risk?
Thx, * A

John

From Goldman, Irvln J

Sent: Thursday, April 12, 2012 7:05 PM

To: Dimon, Jamie; Hogan John J.; Braunstein, Douglas
Cc: Drew, Ina

Subject:

Permanent Subcommittee on Investigations

EXHIBIT #93
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All, ‘ :
Enclosed please find IG 9 positions by maturity and related volume data and charts.
Irv

cid:image005.png@01CD18DD.D2B48FE0
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CORPORATE PARTICIPANTS

Daug Braunstein JPAMorgan Chase & Company - CFO

Jamie Dimaon JPMorgEzn Chase & Company - Chalrman & CEO

CONFERENCE CALL PARTICIPANTS
Glenn Schorr Nomura - Analyst

Guy Moszkowski BofA Merrilf Lynch - Analyst
John McDonald Sanford Bernstein - Analyst
Betsy Graseck Morgon Stanley - Analyst
Brennan Hawken ﬁES-Analysr

Mike Mayo CLSA - Analyst

Matthew O'Connor Deutsche Bank - Aﬁa!yst
Ed Najarian /S| Group - Analyst

Chris Katowski Oppenheimer & Co.- Analyst
Andrew Marquardt Evercore Partners - Analyst
Kim Mitchell Buckingham Research - Analyst
Paul Miller FBR - Analyst’

Christopher Wheeler Mediobanca - Analyst

PRESENTATION

Dperator

Good morning, ladies and gentlemen, Welcome to JPMorgan Chase's first-quarter 2012 earnings call. This call is being recorded.

Your fine will be muted for the duration of the conference. We wilt now go live to the presentation. Please stand by.

At this time | would like to turn the call over to JPMorgan Chase's Chairman and CEQ, Jamie Dimon,and Chief Financial Officer, Doug Braunstein.
Mr. Braunstein, please go ahead.

Doug Braunstein - JPMDrgan Chase & Company - CFO

Thanks, operator.| am going to be taking yeu through the earnings presentation, which as you knew is available en our website. | would also ask
everyone to refer to the disclaimer regarding forward-lookinig statements at the back of the presentation.

And with that, if you all turn to pege one, for the quarter we generated netincome of 2 $5.4 billion, $131 per share. That s on revenues of 527.4
billion, up 6% year on year, 24% quarter on quarter. Return on tangibie common equity of the 16% for the guarter and our characterized solid

performance across mast of our businesses, particularly strong results in the Investment Bank and significant improvement year over year in-
mortgage banking. ’ '

Thera are a number of significant items that we are highlighting here on this page. We do that every quarter. It includes DBA, reserve releases,
litigation billed in the WaMu settlement.
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Every quarter we also have some modast pluses and minuses. We don't put these up front, but if you did total these significant items they had an

aggregate negative Impact of 50.09 a share on our reported numbers this quarter.tam geing to discuss thern in much more detail as we ga through
the financials. :

Strong capital generation in the quarter. We ended with Tier 1 common of §128 dollars, that is up §5 billion-plus; strang Basel 1 and Basel [ll ratios
of 10.4% and 8.4%, respectively. And | wanted just to highlight a couple of trends for the quarter and then we wili go into the businesses.

First Is,if you look across our businesses, we have continuing signs of underlying fundamental growth. 50 23% loan growth across wholesale year
an year. Record middle-market loans this quarter, up 19% year on year, $4 billlon of credit provided ta small businesses, that is up 35% year on
year.

Record retall channel mortgage originations, up 11% this year. Deposits CBB up 8% Yyear over year. Sales volume in Card up 12% year over year,
And so the underlying fundamentals year on year look strong.

On the credit side, we continue to have stable and good credit results in our wholesale business and on the consumer side real, continuing
Improvernent in Consumer.[ would say In aggregate we are putting on better quality loans today from that loan growth, but just two quick statistics,
in‘Mortgage net charge-offs are down 25% year on year; In Card net charge-offs are down 37% year on year.

So with that it's sort of an underlying theme. Let's turn to the Investment Bank on page three,

For the quarter you see circled netincome of §1.7 billion. That is on revenues of §7.3 billion, reported ROE of 70%.

On page one wa did highlight $960 million in DVA losses preta for the |8 this guarter. And as we have mentioned consistently in the past,we don't
consider'the DVA as a part of our core business results. In fact, after the changes from this quarter, if you remember the spread widening, we saw

in the third quarter of 2011 where wa booked a $1.9 billion gain on DVA.

In the last two quarters we have now reversed $1.5 billion of that,and abviously if spreads returned to the level they were last surhmer we would
have gone round trip.So | am going 1o focus on the 1B numbers excluding all DVA.

Sointhe first quarter revenues were 582 billion, $2.2 billion in netincome,and we had a 23% return on equity. Those numbers are all very comparable

to what was a very strong first quarter of 2011, but | do want to remind everyone that we tend to have a seasonally strong first quarter to start the
year.

|1B fees in the quarter of $1.4 billion. That is down 23% yéaronyear. up 23% quarter on quarter, and if you look on appendix page nine you will see
we continue to maintain our number one marlet-leading share infees.

Markets revenues were relatively flat year on year. On a linked-quarter basis revenues were up significantly. Fixed Income revenue was $5 billion
and that reflected continued sofid client revenues across the products, particular strength this quarter in our global rates business.

Equities revenue of $1.4 hilllon really approved resuits across cash and derivatives, and we continue to have improving performance from our
prime services.We are seelng increased balances there, a little improved leverage in the markets, and a modest uptick in spreads.

Credit portfolio revenue was a little over 5400 million, up from the folrth quarter,and then expenses in the quarter of $4.7 billion were down 6%
year on year. The comp-to-revenue ratia, ex DVA, which Is the way we manage it, was 35% for the quarter,

If Qou go directly to page five, Consumer & Business Banking, you will see circled net income of $775 million.That is down 13% year on year. And
an ROE for this business of 35% for the quarter.
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Revenue of §4.3 billion.That is relatively flat quarter on quarter but down 4% year on year, and that reduction year over year is generally consistent
with our guidance on the impact of the Durbin Amendment, which we had this quarter and didn't come through in the first quarter of last year.

We continue to see solid year over year underlying performance trends in the business, so the deposit is up $29 billion, which | talked about, up
BY%.We believe that is a growth rate faster than the industry growth rate. Business banking originations up 8% year on year,

We had very strong Investment sales this quarter as the markets improved and we continue to build out CPC, our Chase Private Client business,
up 41% quarteron quarter. In fact, client investment assets of $147 billlon is a'record for Chase Wealth Management.

On page six you see Mortgage Production and Servicing. Circled net income of $460 million for the quarter, that compared with a net loss of $1.1
billion in the prior year,so §1.5 billlon swing year on year.We had very strong production-related revenues of $1.6 billion and that Is driven someawhat

by higher volumes. Originations were up 6% year on year; applications, as | mentioned, up 33%;a very favorable refinancing environment including
the impact of HARP 2.0.

But we also had higher margins this quarter as a function of those volumes and some mix jssues. We should be cautious about that because we
are likely to see those margins returned to more normalized levels on a go-forward basis.

Purchase lossesin the quarter were $300 million. Thatis lower than our expectationson a quarterly basis, which remain $350 rniliion plus or minus.
In large part that was a function of timing.

If you now move to the servicing side,in the middle of the page you will see expenses there of $1.2 billion. That includes approximately $200 millich
of costs for the foreclosure-related matters associated with the settlement. So if you exclude that $200 millicn, servicing costs continue to remain

very elevated at $950 million for the quarter. And of that number $700 million Is related to default expense, which was essentially flat quarter on
quarter but very, very high. i i

As we discussed at investor day, you should expect to see our servicing costs come down over time.Volume of dehnq vencies, as the units decline
costs will come down.We are also working very hard to make our processes more efficient.

Dver time you would expect, consistent with what we shared over at investor day, that our normalized expenses for servicing should be in the
$300 million to $350 million renge. But that will take 2 number of years to get to.

On page seven you see our Real Estate Porifolios. Circled net income of $500 million in the quarter, that cor}\pa res to a loss of $160 million in the
prior year, Revenues down 7% year on year.[U's the result of the run-off we have been talking about for a while.

Loan balances are down 524 billion, 11% year on year, consistent with our guidance. And we have said that you can expect 2 reduction in Nil in

this portfolio of about $500 million, plus or minus, for the year as we continue to run off about WaMu portfolio and our other non-core mortgage
assets, i '

Credit costs you see is a benefit of almost $200 million and that is a function of delinquency trendslﬁproving across all the mortgage asset classes,

including home equity. You see a circled number of $808 million for the quarter in net charge-offs, and as | mentioned, that is down 25% year on
year. '

So based on the reduction in delinquencies, which, by the way, is in the appendix on page 16, the resolution of the foreclosure settlement and

what we are seeing is stability in our severity numbers. We reduced our allowance this quarter by $1 billion. That is, again, part of the significant
items on page one,

But | will say, even after that reduction, allowance coverage remains at 6% for the portfolio, $7.7 billion, which is a very conservative approach to
our risks and, quite frankly, the $1 billion release is reflactive of what we had to do as an accounting matter,
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}would note one other reporting change here,which is due to the industrywide regulatery guidance we moved $1.4 billion of aur high-risk seconds®
Into the non-pefforming loan category, And that is desplte the fact that §1.4 bllllan of those $1.6 billlon ase current today.

As you know, we have identified those high-risk seconds early. We put reserves up against them early and so our reserves remain unaffected. But
if you excluded these changes, NPLs would have trended down year on year, down quarter on quarter, and the same would be true at the
companywide level asyou lock at the company statistics.

On page eight, Card Seryices and Auto, drcled net income of $1.2 billion. That is on revenues of $4.7 billion. Revenues and autstandings are lower

year on year, that Is the Impact of runoff. And modestly lower quarter on quarter, and that is primaslly due to the seasonal growth that we saw and
we tend to see in the fourth quarter around the holidays,

We did see strong sales volume in Card. As | mentioned, up 12%. But if you exclude the sale of Kohl's, sales were actually up 15% for the system
and the new product sales growth for our Freedam, Sapphire, and Ink products were actually in excess of that growth rate,

.Auto originations alsa up 21% year on year and that,quite frankly, reflects higher industry sales,

Credit costs of §740 million really reflect two factors. Total net charge-offs are $1.5 billion that is down a little under $900 million year on year. We
have got lower delinquency and net charge-off rates circled for Card at the bottom of the page.

We do expect, by the way, the net charge-off rale ta be 4.25% plus or minus in the next quarer. | would also note loss rates in Auto remain very

low. We recagnized 28 basis points of charge-offs this quarter. As a result of all of that information, we released 5750 million this quarter in Card
and, agaln reserves here remain very rubust even after that release.

One ather comment on Card, expenses were up 6% year on year and that really was related to exiting a non-core product In the business.

F'agé nine, Commercial Banking. Circled net income of almost $600 million on revenues of §1.7 billion; 25% return on equity and that is based on
a higher capital ailecation for this business this year. 9% year-over-year revenue growth. It has been driven by the themes we have been talking
about, growth in loans and liability balances, and that is offset by the spread compression we have experienced year on year,

Itis our seventh consecutive quarter of loan balance growth. You see the circled loan balances of almost $116 billion, iip 16%. We had record
revenue and record loan balances in our middle-market business for the quarter; that was up 19%.

C&| [oans up 24% year on year and | think the best of what we have got in industry data, industry volumes are up 12% year on year. So if you think

ofall that it really does reflect two underlying trends — growth, we believe, in terms of demand, as well as a combination of improvements in markeg
share across those product sets. : h

{ will continue to note utilization does remain relatively stable where it has been at a low rate for the fast several quarters, Credit costs were $80
million in the quarter here but net charge-offs were exceedingly low at 4 basis points.

- Page 10, Treasury & Security Services, solid results here. Net incarme of $350 million, up 11% year on year, 40% quarier on quarter, Revenues of 52

billion, up 9% year on year-and that is again resulting from some underlying fundamental trends that are oﬁsettmg that sp read compression that
we have talked about.

Liability belances are up 34%; international revenue was up 12%; assets under custody is a record $17.9 triliion, up 8%; and trade finance loan
balances are up 40% year on year. You will notice there, by the way, we had a modast decline in trade finance quarter on quarter. Really a function

of a little bit of seasonality and | wouid say an increased return of competition, particularly from some of our European competitors in the fourth
—in the first quarter,
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Page 11, Asset Management. We had improved quarter-on-guarter results in AM, largely driven by market conditions, but we are down from what
was a strang first quarter 201 1.Circled net income of $386 million, that is on revenues of $2.4 billion.

The results were really driven by some underlying growsh as well as the market improvement we saw this last quarter. It's the 12th consecutive
guarter of long-term flows = $17 billion, $43 billion over the latest 12 months.We did set records for assets under supearvision apd records forassets

under management. Expenses were up year an year and thathas largely been from the investment spending we have been talking about for a
number of quarters.

Page 12,Corporate and Private Equity, Private Equlty net income of $130 million.Thatis on $250 million of revenue, predominatefy matk-to-markets
for public posltlons and some modest realizations this quarter.

So corporate we recorded a net lass of $700 million and the loss included two sianificant items. The first is a $2.5 billion addition to our litigation

reserves, predominately mortgage related, and we identified that up on page one.So I am going to make a couple of comments hnre on the
]mgatxon reserve,

As you knaw, Includlng the actions this quarter, we have been building very significant reserves, We believe that currently these reserves are both
camprehensive in nature and appropriately conservative, given what we know about these expoesures, including the information with the first
quarter of this year.

And | would think, absent a material adverse development that could ceftainly change our views, we don't anticipate making material addition to
these reserves over the course of the year. But | do want fo caution facts and circumstances can change, reserves can go up, they can go down,
but we feel based on what we know today that we are unlikely to add materially to this pasition.

We did book an addition of $1.1 billion pretax gain that was also identified on page one.That is from the WaMu bankruptcy settlemnent. And if you
excluded those two items, corporate net incormne, excluding PE we note on the battom right was $175 milllion for the quarter.

Page 13, the Fortress balance sheet.| hava covered a lot of the topics already but let me just add two comments to the page.

F'irst, as you know, we authorized a new $15 billion share repurchase. We have spent ap;:\roxii"nateiy 4450 n-ﬁiilicm year-to-date on that new
authorization, and for those that are likely to ask, it's ata price of about $44.75.

Second, on trust preferred or TRUPS, we have $20 billlon outstanding as you all know. We do expect to redeem $10 billian of that $20 billion in
total this year, and that is pursuant to the capital plan that we submitted in the CCAR process. For much of that, these securities we are going fo
wait until there is a regulatory call event 1o call those, We were in the market for a 5400 million call on a smgle security that didn't require that
trigger.

And forthe remaining $10 billion currentfy our view is thatis very attractive long-term finandng.

On paga 14 we do have the outlook. | think | have covered all of that. And so, before | tum it over to Jémle,l did want to talk about the topics in
the news around G0 and just take a step back and remind our investors about that activity and performance.

We have meore liabilities, $1.1 trillion of deposits than we have foans, appmximately 5720 billion. And we take that differential and we investit,and
that portfolia today is approximately $360 hillion. We Invest those securities in very high grade, low risk — we invest those dol! arsin high grads,
lowe-risk securitles.

We have got about $175 billion worth of mortgage securities, we have got government agency securities, high-grade credit and covered bonds,
securitized products, municipals, marketable CRs. The vast majority of those are government or government-backed and very high grade in nature.
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We invest those in order to hedgea the intérest rate risk of the firm as a function of that liability and asset mismatch. We hedge basis risk, we hedge
convexity risk, foreign exchangerisk is managed through C10, and MSR risk.We also do it to generate NIl which we do with that portfolin,

The resuit of all of that is we also need to manage the stress loss associated with that partfolio, and so we have put on positions to manage for a
slgnificant stress event In Credit. We have had that position on for many years and the activities that have been reported in the paper are basically

part of managing that stress loss positian, which we moderate and change over time depending upon our views as to what the risks are for stréss
loss from credit. ]

All of those decisions are made on a very long-term basis. They are done to keep the Company effectively balanced From arisk srand pelnt We are
very comfortable with our pasitions as they are held today

And | would addthat all thase positions are fully transparent to the regulators. They review them, have access to them at any point in time, get the
information on those positions on a regular and recurrng basis as part of our normalized reporting. All of those pesitions are put an pursuant ta
the risk management at the firm-wide level.

The last comment that | would make is that based on, we befieve, the spirit of the legislation as well as our reading of tha legislation and cansistant

with this long-term investment philosophy we have in Cl0 we believe all of this {s consistent with, what we believe the ultimate outcome will be
related to Volcker.

So with that, maybe, Jamie, | will turn it over ta you before we open it up for qdestions.

Jamie Dimon - JPMorgon Chase & Company - Chairman & CEQ

Doug, thank you. So fet me just - let me talk about one thing and then we will open to guestions.

When is the stock buyback? Obviously we got permission to buy back $15 billion werth of stock. We would have prel;erred to have been able to
buyback substantial amounts below tangible book value, but we were unable to. ' ‘

We will always, as a disciplined buyback of the approximately 53 billion we issue every year, and that is the $3 billion we issue mostly far comp,
And that is not on a GAAP basis. It's {gaing te be) issued befare investing, etc.

At 45 we will -- we reserve — right now we are buying back at that rate, but we ma)r do moere. So we reserve the right at any peintin time to do
vwhatever we want and it's based upon baslcally for Lh\ngs

What are the organic opportunities? They might be therg, portfalios or more organic growth.What are the investment opportunities? There are a
lot of things you can buy, both lnvestments or acquisitions, which we don't really expect big ones now,

Our own desite to get guickly -- how fast do we want to get to our new capital requirements under Base! 1ll. And the stock price. So it does not
mean at 545 -- abviously when the stock goes up | think we will be consistent and we will buy less.When it goes down we will buy more,

We are a huyer in size around tangible book value And then, obviously, we reserve the right to change that at will,

So let's open up to questions or comrments ahout any subject at all.
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QUESTIONS AND ANSWERS

Operator

{Operator Instructions) Glenn Schorr, Nomura.

Glenn'Schorr - Nomura- Analyst

Jamnie, just because you brought it ﬁp, I think it's interesting. If you took the midpoint of the range that you outiined in the.shareholder letter and
you took the 523 billion, $24 billion of over-the-cycle earnings, that is a sub-7 times multiple. It seems very attractive at the midpoint of the range.

lam just curious on how you think through the valuation when you are thinking about the use proceeds on the buyback.

" Jamie Dimon - JPMorgan Chase & Company - Chairman & CEQ

Well,| mean,look, you said it yourself anyone can do the numbers.Our tangible book value is extremely attractive,at 40 it will probably be attractive
andat45-lam not saying it's not attractive, but our best thing Is to grow our business and not to worry about buying back the stock.

We are golng to buy back the stock when it's a bargain, not just because we feel like it. And so you guys can all do the numbers, we are just not
going to tellyou what we are going to do.

Glenn Schorr - Nomura - Analyst

All fight; fair enough. If you look on the quarter for yearon-year basis, expenses aré up like 15%. Now there is litigation costs in there and things

like that. | think on the investor day you had suggested flat expenses year on year. Obviously it depends on Investment Bank revenues, but can
you just talk about the revenue expense dynamic?

Jamie Dimon - JPMorgan Chase & Cornpany - Chairman & CEO

We said flat expenses; we still éxpect that. The first quarter is a little bit higher because of FICA z2nd payroll, a whole bunch of things like that,and
some one-off expenses that run through there. And that is flat if you back out IB comp and extraordinary stock.

That number should be abotit $12 billion a quarter. Cbviously it was a little bit higher this quarter to do that, but it will come down over time we
think.

Glenn Schorr - Nomura- Analyst d
Okay, so still flat —=.

Jamie Dimon - JPMorgan Chase & Company - Chairman & CEQ

Remember, it's flat but we are still doing a lot of investing. So we are getting other efficiencies to help pay for the investing.

Glenn Schorr - Nomura - Analyst

Fair encugh.Ard then maybe last one for me.| think the fear around issues in Europe has started to subside post the LTRO,and | think we discussed
that l2st czll.We got a little bit of a scarg, though, the last week ortwo with'Spain.
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Just curious on your thoughts fight now;where are we in that process and do you still fee] comfortable on the counterparty exposures?

Jamie Diman VJPM;}gan Chase & Company - Chairran & CEO

Yes, | constantly read about counterparties. Our numbers — we disclosed around $15 billien, a little bit higher than that now. They obviously move
around. .

1 would still say exactly the same thing. The LTRO was a rnassive thing that took the real catastrophe in the short run off the table, but obviously
the world is going to evaluate over time whether the fiscal union is tightened and given teeth and carrots and sticks and all that. It's golng to look

at Spain and Italy's both austerity and growth plans, and it's going to be like an accordion for the next 18 months. 5o | personally am not going ta
over react to that. ' .

But | think they have to do some things to give it the real stabil'lty.The.LTRO wasn't sufficient. It was not a it was a short-term fix not a permanent
fix.

Glenn Schorr - Nomura - Analyst

Okay, | appreciate it. Thank you.

Operator

Guy Moszkowsld, Bank of America.

Guy Moszkowski - BofA Merrilf Lynch - Analyst

Good morning. On the CIO gquestion, which obviously you have addressed and has gottenso much attention in the press this week 'can | just ask
one further quastion, which Is are all of the results of the CIO group reflected only within Corporate and Other? There is no sharing of any of those
resuits with, say, FICC in terms of the reporting that we would see in the Investment Bank?

Jamie Diman -JJPMaorgan Chase & Company - Choirmon & CEQ

" No,God, no. No, no. A lot of the NIl is given te the businesses that generate that depositson a consistent fund transfer methndolog}, which ~ but
not with the investment bank. Rermember, most of that partfolic is an AFS portfolio, not all of it, but most of it,

Guy Moszkowski - BofA Merrill Lynch - Analyst

Right, falr enough. it's just | {muitiple speakers)

Jamie Bimon - JPMargan Chase & Compony - Chairman & CEO

We disclosed both realized galns, unrealized gains, and mark-to-market gains.You get all of that.

?
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Guy Mosﬂmwski - BofA Merrill Lynch - Analyst

Yes, that is just a question that | ask in order to assess the termpest in the teapot nature of the stories relative to the revenues that we see that just
don't seem to be that big. .

Jamie Dimon - J/PMorgen Chase & Company - Chairman & CEO

it's a complete tempest in a teapot. Every bank has a major portfolio; in those portfolios you make investmants that you think are wise to offset
your exposures.

Obviously,it's a blg portfalio; we are a large company and we try to run it - it's sophisticated obviously with complex things.But at the end of the

day that is our joh is to invest that pox‘{fo!?o wisely, intelligently over a long period of time to earn incorne and 1o offset other exposures that we
have.

Guy Moszkowski - BofA Merrill Lynch - Analyst

Then turning to the capital questions, obviously you have had a rapid growth towards your eventual Basel Il targets, althaugh of course we still
don't know exactly what they are, 2nd you have aliuded to the conditions under which you would return capital through buybacks. But what abot

the potential for special dividends along the way? If you felt that you had excess capital and that share buybacks were not that attractive, how
would you think zbout that?

Jamie Dimon -JPMorgan Chase & Company - Chairman & CEO

Guy, I think the right wa); to look at that is ask that question in two years.| mean we are not at the Basel lll targets yet. You should expect dividends
on a regular - we may change our minds, but on a regular annual basis from us that will look at what ta da.

Obviously, this is a Board-level decision. But there is going to certainly be no special dividend before we know what the rea capital rules are, -

Guy Moszkowski - BofA Merrill Lynch - Analyst

Fairencugh.

Jamie Dimon - JPMorgan Chase & Company - Chairman & CEQ
Takethatoffthetable.

Guy Maszkowski - BofA Merrill Lynch - Ancn’yst

Okay, that is completely fair. Mortgage origination you alluded to better spreads obviously, and maybe you could just give us a little bit more color

of how that came through. Because it certainly does look like they improved meaningfully given how the revenue evolved versus last quarter versus
the origination volumes.

Jamie Dimon - IPMorgan Chase & Company - Chairman & CEO

They were several bundred million dollars higher than what we wouid call normal for a whole bunch of different reasons, including HARP,
supply/demand, the price at which Fannie Mae and Freddie Mac are securitizing things. So | would expect that to normalize over time,

0
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From: Dimon, Jamie <jamie.dimon@jpmchase.com>
- Sent:  Fri, 11 May 2012 09:07:24 GMT
To: |
CC: Will, Kathleen <K ATHLEEN WILL@jpmchase.com>
Subject: Fw: 10-Q call - Buyside and sellside comments (2)

From: Youngwood, Sarah M
Sent: Thursday, May 10, 2012 10:31 PM

To: Dimon, Jamie; Braunstein, Douglas; Drew, Ina; Staley, Jes; Cutler, Stephen M; Evangellstl Joseph; Lemkau, Kristin
C; Miller, Judlth B. -

Cc: Investor Relations '
Subject: 10-Q call - Buyside and sellside comments (2)

Here is the balance of calls for the evening. All calls returned. See below regarding comments. We have also left
messages to the extent we couldn’t connect (see bottom of mail). ' '

For reference, we had 3,248 people on the webcast and 4,543 people on the telephone Imes Atotal of 7,791 people on -
the caII :

- Betsy Graseck — Morgan Stanley — Sellside
e Appreciate Jamie's public apology
¢ How long will it take to unwind the trades? _
*  Why not offset the whole thing with unrealized gains in the AFS book?
e Is this something that happened in the month of April? Did you become aware of this while closing your books
or was this something you were aware of in the first quarter?

e What was the sequence of the events?

o Why did you go back to the old model?
e What can you point to in terms of market movements?
e Can we approximate the size of your position based on the losses?
e Anyone in particular that is putting on these types of trades in? How did this happen?
e - Will you still do your buybacks?
s Please detail changes in Basel ll|

Glenn Schorr — Nomura
s  Everyone should give up on trying to figure what the trades are
e There weren't any issues with creditin the market. Why the big loss?
e  The loss was not that big in the grand scheme of things so why have a call on it?
e | wantto understand for intellectual reasons what happened
e  Obviously not about the P&L impact and the capital ratio impact
¢ One of the few companies that trades on a premium will now lose some of that premium
¢  So nothing gets changed for Q1 except VaR and BIll Tier 1?
e This is just something you found in your internal risk management, right?

Andrew Marguardt ~ Evercore — Sellside

o s this something we should be concerned about in terms of the culture and risk management across the firm?
e s thisjust a strategy gone wrong? On the wrong side of a trade?
e |s this a red flag for regulators? Are the regulators now going to review your controls?

Permanent Subcommittee on Investigations
_ f ' EXHIBIT #95 ‘
CONFIDENTIAL TREATMENT REQUEST '

J.P. MORGAN CHASE & CO. JPM-CIO-PSI 0017754




Can you explain what happened in terms of reducing the credit protection? What was the strategy? What was
the change?

@ Anyimpact on buybacks?
e Anything else in the Q that changed?
»  Thought it was a good ¢all; appreciate the conversatmn bemg upfront, the JPMorgan way

Guy Moszkowski — BACML — Sellside

e Thank you for the public apology

= What does the repositioning of hedges mean?

e |s the 51278 of derivative disclosure related to the $2B Iosses?

s How sweeping are the changes not just in model but in personnel?

o Did you restate the 12/31 VaR?

»  Did Jamie say that the old model was inadequate?

e Can you continue to do buybacks? Any updates to that? What about the Fed? They just |ssued $12-$15B in
buybacks. Are they going to rescind their authorization? -

e The 20 bps decline in Basel Ill, was that related to the stressed VaR?

e ‘st fair to say that if you had suffered theses losses in the IB you wouldn’t have had this call but because this
'was in ClO and you were so far off guidance that you felt you had to have this call?

= This will look like prop trading to a lot of people; already had Senator Levin on the tapes saying this is why
Volcker has to be in place; not good from a Washington stand point

e Embarrassment for JPMorgan but worst for GS and the industry because of the timing of the whole Volcker rule -
e Jamie was clearly falling on his sword — very nohle

Richard Ramsden — GS - Sellside
e Restated VaR. On what? )
. Change in VaR must be because you changed your risk model correct?
*  Soyou want from a standard model to an ad_vancéd model and the model didn’t work as you thought?
e You didn't give disclosure on your position. Does that mean your position is still open? '
e You must have considerable gains in that portfollo as well correct?

e Areyou disclosing this because the auditors thought you should or you thought you should? Was this your
decision?

¢  Did this have to do with alI the articles Bloomberg has written?

Did this hedge have to do with tail-risk? Would have thought you would have made money; unless you were
reducing the hedge?

e Are there going to be other type of effects?

e Does this impact the buyback program? :

# The impact doesn't really change anything; den’t think |t was that big; don’t thmk it changes the earnings power
and doesn’t impact thé capital return story; ﬁnanmally, don’t think it was a big deal .

» -Problem is that people don’t expect this from you

" Jim Mitchell - Buckingham Research — Sellside
e Was this set up to hedge your previous hedges? -
e Was it meant to hedge your AFS portfolio from tail risk?
o Why would the VaR change retroactively? In light of this situation, you re-evaluated the prior model?
»  What does it mean when you say-“not monitored well”?
e Thiswas not related at all to the IB correct?
o  When were these positions put on?
e Did the fourth quarter number changed?

Marty Mosby — Guggenheim — Sellside
e Please confirm this was mark-to-market
= This was in the corporate division correct? Not related to clients?
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° Can you give details on your hedge?

Is CIO taking proprietary positions? What do you mean by excess liabilities?
e Was this related to hedge ineffectiveness?

e What was the core thing that you were trying to hedge?

e Have you given the principal outstanding related to the position?

Jeff Harte - Sandler O'Neil — Sellside -
e How profitable has the portfolio been?
e Why shouldn’t we be concerned about all of JPMorgan’s risk management?

| = Wasthe let of this'that you hedged the portfolio, had the hedges for a long t[me and you were trying to take
: the hedges off?

e  Cari you still buyback stock?

e |5 i fair to assume this is new guidance? Does thls contradict guidance you had given before?
e What was the $7B+ of unrealized gains?

e Isthis related to a hedge being ineffective?

e  Would the gains or losses show up in the P&L?

. ¢ How has the reaction been so far?

Dan Marchon — Raymond James — Sellside
= " Whatis a synthetic credit portfolio?

e On the call, Jamie had mentioned that these were trading losses, but then in the 10Q the language was
i B dlfferent is that the same thing as mark-to-market?

Ben Hesse — Fidelity — Buyside :
= Over the Easter weekend we spoke and you said there was no losses related to this

s Have a lot of contacts in Washington who said this is going to be a big deal for Valcker; need to manage this in
DC because the hit there is going to be a lot bigger than the hit on earnings

Greg Wachsman — Lord Abbett - Buyside
o [sthe SZB realized or unrealized?

« Sofrom my understanding it sounds like you’re managing exposure at the top of the house, and then you have -

some repositioning and re-hedging of the portfol|0 can you go over it again what transpired because | need to
better understand what happened? ;

e Syntheticcredit portfoho whatis that? Is that CDS? What does that entail?
.« Whatdid he mean when he said, “it could be another billion on top of that”?
» Can you quantify the absolute long-term loss?
s Do you know what the notional loss amount was? :
e The VaR changed from $67mm to $12%mm — can you talk about the model behind it?
e Was this a hedge or prop trading?
e Any capital plan changes? :
e Since it wasn't that material, why did you guys host the call?

Matthew Antle — Putnam Investments — Buyside
e When you gave your Basel Iil hit, did you consider the multiplier effect?

e Soc Gen had to adjust their VaR even higher after their rogue trad;ng incident — is this considered rogue trading?
e  Did the Fed confirm that you can continue to do share repurchase? '

Jeff Buscom—Vlkmg Buyside
e What does the $67mm in VaR represent in the restated supplement?
e Isthereal problem in the marking of the position? Was it mismarked, or did it move agalnst you?
e Why did you come out and do this call? It seems like to numbers aren’t that big. “I'd say the $800mm loss is
immaterial.” All the dealers on the Street know what the position is, and my guess is other people would know
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what the position is before [ong. Seem:s like you've exacerbated the issue. Most of the dealer comrﬁunity is
aware of the positions

e What are the changes you've made in risk management?

e How is the CIO office attually structured? Does the ClO report to Jamie?

e Was part of the ‘losses an adjustment to your mark?

e There are probably other counterparties on the other side of the trade 1f these are synthetic that are aware of
the position. And, I'd guess the dealer community is aware of the position as well. It must be a pretty bhig

notional amount to have lost 528 in a short amount of time. $2B is not large relative to your balance sheet, but’
it is big in the context of tranches.

Bill Rubin — Blackrock = Buvmde (e-mail)
This note further below from Ed Najarian says it all.
['ve spoken with several of our team members at Blackrock. :
Please forward the following comments to executive management if you deem appropriate.
We are very disappointed by this turn in events, not so much by the size of the loss, but more by the bad
stumble in risk management/controls.
Major reputation and sentiment hit, damaging.
Stepping up and coming clean, mea culpa, was the right thing to do. Appreciated.

We expect aggressive response on 4 fronts:

1) As smoothly as possible exiting riskiest remaining p05|t|cans with least amount of further damage to balance
sheet and inc statement, and fixing pol;mes/procedures/rlsk controls,...as Jamie Dimon discussed.

2) Offsets...are tax implications from reaping further securities gains really that prohibitive?
3) Yet another look at cost reductions where possible/feasible...especially with weaker capital markets revenues
in 2Q and likely 2H12, we believe the cost structure remains too high. We believe JPM's revenue opportunity will
not be hurt by reducing costs further - the company and most of its people are too good to not capture
opportunities when they arise, and being another -1%2% lighter in costs will not materially dlrmmsh that
capability.
4) Buy back stock more aggresswely For what it's wcrth at~ $38 price, we believe P/BV 0.8x, P/TBV 1.1x, and-
P/E 7xis stupid cheap. The market cap of JPM will be down at least $10 billion tomorrow. If the company can

truly generate $24 bn in net income in a couple years, any stock repurchase anywhere remotely close to these
stock prices will be very, very attractive prices indeed.

Just ideas and suggestions to consider.
Please forward to executive management if you deem appropriate.

(Ed Najarian's note below.)

IST: JPM - JPM announces $2bn trading loss
Company Note: JPMorgan Chase (Buy, $52 PT)
Maintain Buy; stock over-discounting the loss

* After the market closed, JPM announced a slightly more than $2bn mark-to-market trading loss in a
synthetic credit portfolio that was initially designed to hedge global credit exposure. The hedge was initially
designed to deliver positive revenue in a credit stressed environment. However, a first quarter strategy to reduce
the hedge was poorly designed, poorly executed, and poorly monitored and have resulted in more than $2bn in
mark-to-market losses thus far in 2Q. JPM plans to partially offset the loss by reaping $1bn of investment

. secutities gains. Thus, the net loss to 2Q EPS thus far is about $800mn after tax or equal to about $0.21 per share.
Additionally, the loss could grow or shrink over the balance of this quarter and is likely to lead to more eamings
volatility over the balance of this quarter and next quarter. For example, it is not unreasonable to assume that JPM
could lose another $1bn on this position. Accordingly, based on this loss and our perception that core trading
revenue has been weaker than expected thus far in 2Q, we are reducing our 2012 EPS estimate by $0.35 from

$5.05 to $4.70. We are maintaining our 2013 and 2014 EPS estimates at $5.50 a:ud $6.10. We are also maintaining
. our one year price target of $52.
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* However, JPM stock is now off nearly 7% in after hours trading or about $2.70 per share. We would note
that with JPM stock off $2.70/sh that represents about $10bn of lost market cap based on only a $2bn pre-tax
trading loss. We find it very difficult to imagine that this poorly structured synthetic credit position will ever lead

* to $10bn of cumulative after-tax losses, We would expect the cumulative loss figures to remain significantly .
below that threshold {perhaps in the several billion dollar range and thus not more than $1 per share).
Additionally, we remind investors that JPM recently received approval to repurchase up to $15bn of stock over
the 12 months from 3/31/12 - 3/31/13 and we fully expect JPM to use near term weakness in the stock te buy it

- back aggressively. Furthermore, at a current after-hours price of about $38 this stock is yielding 3.2%.
Accordingly, we would advise investors to not sell info tomorrow’s weak JPM stock price. In fact, we would
regard tomorrow’s weakness as a buying opportunity.

* While this incident is unfortunate and clearly represents a major error of judgment, risk management,
and execution within the Chief Investment Office of JPM, we have confidence that JPM will work diligently,
aggressively, and thoughtfully to resolve it in the best way possible with a focus on minimizing its additional
damagg to shareholder value. Finally, we note that based on this position JPM did revise its 3/31/ 12 Basel 3 Tier 1
Common equity ratio to 8.2% from 8.4%. But the company remains well positioned to repurchase significant
amount of stock and surpass a 9.5% Basel 3 threshold by the end of 2013.

Voicemails (calls returned; left vm; will connect tomorrow)
* Sellside: Thang To (ISI junior), John Dunn/Marc Lombardo (Meredith Withney), Paul Miller (FBR)
e Buyside: Kush Goel (Neuberger), Dick Manuel {Columbia), Bill Auslander (Alliance Bernstein), Patrick Hughes

(Olayan), Ryan Long (Chesapeake), Jay Mai (Glenview), Ryan Lentell (Manulife), John Baldi (Clearbridge), Ravi
- Chopra/leff Barnes (Samlyn), Greg Anderson (UBS AM)

Sarah

Sarah Youngwood | Managing Director | Head of Investor Relations | JPMorgan Chase Co. |
270 Park Avenue, New York, NY 10017 | T: 212 622 6153 | F: 212 270 1648|
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MANAGEMENT DISCUSSION SECTION

Operator: Please stand by. We are about to begin. This call is being recorded. Your lines will be muted for the
duration of the call. Please stand by.

At this time, I would like to turn the call over to JPMorgan Chase's Chairman and CEO, J amie Dimon. Mr Dimon,
please go ahead.

Jamie Dimon

Opérator, thank you. Good afternoon, everybody. I would like to thank you all for joining on short notice. I want to
update you on a few items that we have in our just filed 10-Q.

Specifically, we had given prior guidance that Corporate — that net income in the Corporate segment — notice it's
not the corporation, it's one of the segments — ex Private Equity and litigation would be approximately plus or
minus $200 million. This includes the CIO's overall performance.

We currently estimate this number to be minus $800 million after-tax. This change is due to two items, both in
CIO this quarter — I'm going to get back to give you pre-tax numbers now — slightly more than $2 billion trading
loss on our synthetic credit positions and a $1 billion of securities gain, largely on the sale of credit exposures,

I want to remind you that CIO has over $200 billion in its investment portfolio and ﬁm-ealized gains as of March

3oth of $8 billion. CIO manages all its exposures in total as a whole, and it doesn't in light of the Firm's total
requirements.

We are also amending a disclosure in the first quarter press release about CIO's VAR, Value-at-Risk. We'd shown
average VAR at 67, It will now be 129. In the first quarter, we implemented a new VAR model, which we now
deemed inadequate. And we went back to the old one, which had been used for the prior several years, whlch we
deemed to be more adequate. The numbers I just gave are effective March 30th, the first quarter.

Regarding what happened, the synthetic credit portfolio was a strategy to hedge the Firm's overall credit exposure,
which is our largest risk overall in its trust credit environment. We're reducing that hedge. But in hindsight, the
new strategy was flawed, complex, poorly reviewed, poorly executed and poorly monitored. The portfolio has
proven to be riskier, more volatile and less effective than economic hedge than we thought.

What have we done? We've had teams from audit, legal, risk and various control functions all from corporate
involved in an extensive review of what happened. We have more work to do, but it's obvious at this point that

there are many errors, sloppiness and bad judgment. I do remind you that none of this has anything to do with
clients. ' '

‘We've had many lessons learned and we've already changed'some policies and procedures, as we've gone along. In
addition, you should know that all appropriate corrective actions will be taken, as necessary, in the future. Most
important, some of our best talent from across the company, particularly traders and risk managers, are fully
engaged in helping to manage the portfolio.

FACTSET:callstreet ?

. 1-B77-FACTSET -www.callstreet.com ; Copyright © 2001-2012 FactSet CallStreet, LLC



JPMorgan Chase & Co. wew Raw Transcript
Business Update Call ' 10-May-2012

The portfolio still has a lot of risk and volatility going forward. So how are we going to manage that? So, number

one, we're going to manage it to maximize the economic value for shareholders. What does that mean? It means

that we're not going to do something stupid. We're willing to hold as loug as necessary inventory, and we're willing
to bear volatility.

Therefore, the volatility for the rest of this quarter and next quarter or so will be high. It could cost us as much as

$1 billion or more. Obviously, we're going to work hard to have that not be a negative at all. But it is risky, and it -
will be for a couple of quarters.

Clearly, markets' and our decisions will be a critical factor here. Hopefully, this will not be an issue by the end of
the year, but it does depend on the decisions and the markets — the decisions we make in the markets we have.

However unfortunate this event is, I do warit to put this in perspective. One of the reasons we keep a fortunate
balance sheet is to handle surprises, although this is not the kind of surprise we wanted to have. Our Basel I ratio
will stay very strong and it doesn't change at all as a result of — March 31 result is, our Basel III ratio, which
remembers a rough estimate anyway will be amended down to 8.2% from 8.4% effective March 30. We will
however in the future continue to meet our very conservative targets for both Basel I and Basel ITL

While we don't go — I also want to say, while we don't give overall earnings guidance and we are not confirming
current analyst estimates, if you did adjust current analyst estimates for the loss, we still earned approximately $4
billion after-tax this quarter give or take.

Neither of these things absorbs us from blame. So speaking for the Senior Management team and myself, while we
can't assure you we won't mistakes, we will — we can assure you we are going to try not to. These were grievous
mistakes, they were self inflicted, we were accountable and we happened to violate our own standards and
principles by how we want to operate the company. This is not how we want to run a business.

We will discuss all these matter and more and in fulsome detail on our second quarter analyst call and we are

going to take some questions on this call. T do want to tell you now we are not going to take questions about
specific risk posmons strategles or spec1ﬁc people.

Finally, however unfortunate incident is, we will do what we always do, we admit it, we will learn from it, we will
fix it, we will move on, hopefully in the end, it will. make us a better company. We are business to serve clients and

nothing here distracts all the great things that our 203,000 employees around the world do every day for our
clients and communities.

So thank you for spending a little time with us and we'll be happy to take a few minutes of questions.
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‘OUESTION AND ANSWER SECTION

Operator: Your first question is from Glenn Schorr with Nomura.

Glenn Schorr Q

Hi thanks. Just curious on when this was caught, if it wasn't caught internally or caught by a regulator when you -
update the regulators, when you talk to the rating agencies, just curious on how all inner workings works?

Jamie Dimon . ' : ; ‘ ﬁ\
: 7 ' i~

You should assume that we try to keep our readers update about what we know and when we know it and it's just a
constant practice of the company. And when I said, it was caught, we started dig into this more and more, most of

things were bearing big losses in the second quarter. And of course, when you start to see something like that you
act probably — obviously we should have acted sooner. '

Glenn Schorr - . - ‘ o Q

So I am not clear when did the losses accumulate? In other words was this something that happened most recently
or this was an era in the past and is just updating your risk amount now?

Jamie Dimon : . o A\
' ' ' ' ‘ f

There were small ones in the first quarter, but real ones that we talked about the $2 billion were all in the second

quarter. And it kind of grew as the quarter went on. And obviously it got our attention, that and other things,
which come to our attention.

- Schmr Q
Got it. Okay, thanks, Jamie.

Jamlemmon A
You are welcome.

Operator: Your next question is from Guy Moszkowski with Bank of America Merrill Lynch.
Jamlemmon ‘ A |

Hey, Guy. Guy?
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Operator: Guy, your line is open. Please make sure that your line is not muted, There is no response from Guy.
So we will move to the next question, that question is from Matt Burnell with Wells Fargo Securities.

Matthew Burnell ' Q

Good afterncon, Jamie. Just two interrelated question, does this change your capital plan for 2012, or does this
have any effect of the regulatory plan that submitted earlier this year to the regulators?

Jamie Dimon . . : A

No. I do want to say one other thing that a lot of us have analysis week, buy-side and sell-side and we feel terrible
"because we obviously knew a lot but because of FD we couldn't say anything. So on behalf of all of the JPMorgan’

people who did that and I personally know that it's the [indiscernible] this week we do obviously apologize for
that. ; ;

Matthew Burnell ' _ ' - Q
Thank you. ‘
Operator: Your next question is from Moshe Orenbuch with Credit Suisse.

Moshe Orenbuch « . Q

Great, thanks. Was that — the 1 billion of securities gain you said was related to that coming out of CIO was that

part of the same reduction and could you talk a little bit -about the process of kind of mitigating the risk of the
balance of the next couple of quarters?

Jamie Dimon . - !&
. ‘ _ ‘

Yeah, we wanted to reduce our overall credit exposure and there were AFS securities in CIO gains we sold those
and took gains.

Moshe Orenbuch ' : 0
And in terms of the process of getting the exposure down over the next several quarters, I mean can you talk a
little bit about — about how that...

Jamie Dimon ‘ : ' A

We're going — we have the top teams involved we've reviewed a couple of — probably a couple of times a day at this
point and I've always said that the principle wise how we're going to do that. Maximize economic value, volatility
obviously you can lose more money and I mean I can repeat it five times but that's what we're going to do.
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Moshe Orenbuch ' | . 0
Okay, thanks.

Jamie Dimon . - . - 7 - - . A

Yeah.

Operator: Your next question is from Matt O'Connor with Deutsché Bank.
Jamie Dimon ' o .o . _ [—\
Hi, Matt. '

Matthew O'Connor | Q

Hi. I hope this is another stupid question but I guess when 1 sit back and I think about the earnings power and all
the moving pieces of your company my first thought is on a net basis $1 billion T guess I still like the message
maybe it's worst than what the numbers are and I'm trying to better understand you know why you felt like you

need to disclose it in the Q, what's — because last quarter you had 2.5 billion of liigation and you absorbed that
then some. ,

Jénjitle Dimon = | ' ;’\

Yeah.

Matthew O'Connor ' ' . Q

* Soit just seems like...

Jamie Dimon o ' N ; A

No, it's a very good question and that fact is, first of all — we've already said it could get worse and it's been going

on for a little bit, unfortunately. That's number one. Number two is, so soon after the end of the first quarter when
we basically gave you different kind of guidance.

And number three just what to tell you what we know, we're not telling its worse, not could I completely agree

what you said. It's not going to stop us to building a great company. But it's unfortunate and of course it's going to
raise questions and we just want to answer those as best we can.

Matthew O'Connor ' L g Q

Okay. Thank you.

FACTSET: callstreet S . . B

1-877-FACTSET  www,callstreet.com Copyright © 2001-2012 FactSet CallStreat, LLC



" Jamje Dimon _ ' ik

. Jamie Dimon

JPI\/Iorgan Chase & Co. {UPM) @ Raw Transcript
Business Update CaII : N ‘ 10-May-2012

Operator; Your next queétion is from John McDonald with Sanford Bernstein.
John McDonald - B : : Q

Yes.

Hi, John.

John McDonald : : _ E A Q

Yeah. Hi, Jamie. So just — while we have you, did — was there any other items-in the Q that changed in terms of
your outlook not having any chance to go through it yet?

" Jamie Dimon ' ' ‘ | /’_\%
i ¥

I don't know it they were running it on CNBC, the litigation and potential future, but I think it was like almost the
same number from the past. And I think most of the guidance was approximately the same, right?

R R R e

T

Alittle bit of guidance around the investment bank trading and...

o

* Right, okay.

And mor’cga ge margm?

.

John McDonald
Okay. No, change on your expense. You're still looking to keep you adjusted at the 49 billion this year?

Jamie Dimon

- o >

There was — yeah, there was no comment in there at all.
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John McDonald ‘ . O

Okay. So we should assume you're still shooting for that?

Jamie Dimon JA
d i

Well, of course. Yeah. But that can change too butyes

John McDonald o ' ' Q

Okay. And then, any ~ too early to kind of just think about a broader rethinking of CIO and how it's structured or
how you managed the risk that you're looking to hedge there. Is it too early on that or any comments just from a

big picture there?

Jamie Dimon . - A

Yeah, so all — remember all banks have fairly big — all banks have portfolio and big banks have basically large
portfolios. You have to invest excess cash, have invested around the world in deposits and remember the CIO has
done a great job for a long extended period of time. This was a unique thing we did and obviously it had a lot of
problems and we are changing appropriately as we are getting our hands around it, but we are going to have a CIO
who is going to have talented people there, continue to do what they've always done.

John NIcDona[d . _ - & i Q

Okay. And a last thing, the $800 million for this quarter, that's only for this quarter, you are not talk:mg about
continuing we will see on the future quarters but that‘s just for this quarter right.

Jamie Dimon A ;

It's this quarter currently. So we were telling you, there is going to be a lot of volatility here and could easily get
worse this quarter or better, but could easily get worse and the next quarter we also think we have a lot of volatility

next quarter. I am not going to update about number changes a lot. We are not going to make calls every time the
number moves around, by $0.5 billion.

John-McDonald ' _ - : . D .
Okay. Thanks.
Jarﬁie Dimon ' . ]

. A

Okay. Yes.

Operatdr: Your next question is from Bill Rubin from BlackRoék.
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Bill Rubin | ' - E Q

Yes. I don't know if this was asked or ranched [ph] yet, but this doesn't change anything with the c-core [ph]
cap1ta_1 pla.n or the buyback capabﬂl’fy at all, does it?

‘Jamie Dimon ' . ‘ A

I don't think so because our capital is strong, we are going to meet all our Lommltments we can handle highly
stressed environment, so no, we don't think so.

Bill RUbin ' : ' ; Q
So you can be in thé market tomorrow after this? '
Jamie Dimon ‘ A

I believe so.

Bill Rubin ' ' Q

Okay. Thanks.
Jamie Dimon “ A
. . 1

My general counsel is sitting right here, so he would have kicked me if I was wrong.

BillRubin - | - 0

Thank you. '

Operator: Your next question is from Guy Moszkowski with Bank of America Merrill Lynch.

Guy Moszkowski : " Q

Hi hopefully this will work better.

Jamie Dimon | ‘ /\

Hey Guy, did you hear my little apology?
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Guy Moszkowski Q
No, I didn't. But T didn't hear anything for a few minutes. So — but, thank you.

Jamie Dimon : 7 | - A

I apologize. When you were here, I knew you were here and I didn't have — obwously 1 couldn't tell you about this
and, of course, I feel terriblé about that.

‘ Guy Moszkowski | E _ a

Well, that's okay. Thank vou. Listen, I'd really like to understand what type — why you felt that you needed to add
this kind of synthetic credit exposure? Were you... ;

Jamie Dimon ' ‘ -
A
Guy Moszkowski - - Q

Were you not esteemed that you had enough exposure through core lending businesses, and what was going on?

Jamie Dimon o ' ' A

Exactly. The original premise .of the synthetic credit exposure was to hedge the company in a stress credit
environment. Our largest exposure is credit across all forms of credit. So we do look at the fat tails that would
affect this company. That was the original proposition for this portfolio.

In re-hedging the portfolio, I've already said, it was a bad strategy. It was badly executed. It became more
complex. It was poorly monitored. We don't — obviously, we don't have to do anything like this at all, if we don't
want. And I understand you can ask that question. So I don't want to-give you spec1ﬁcs because we've already sa1d
we're not gomg to talk about the actual p051hons or anythmg like that.

Guy Moszkowski ) : Q

And, Jamie, the $1 billion that you referred to in your prepared remarks about — of incremental loss potential, is
that the max that you envision above and beyond this sort of net $800 million...

Jamie Dimon - A

" No.
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Q_

Guy Moszkowski
... after-tax number?

Jamie Dimon - - _ | ' {[}\

No. That is — I said the volatility could easily be that. Obvicusly, it could be worse than that. We're going to
manage this for economics. Hopefully, by the end of the year, it's the hope that this won't be a significant item for

us. We want to maximize the economic value of these posfmons and not panic to do anything stupid. Therefore,
we're wﬂhng to bear volatility.

And the final question is how liquid do you view these exposures as being? In other words, granted ybu don't want

to, you know, make economically silly decisions and just cut it off right here, but how easy would it be for you to
exit completely and just call it a day and be done with it?

Jamie Dimon - _ ‘ £

Ithink, I have already said, I am not going to talk about spemﬁc risk posmons at all

Guy Moszkowski L - : ‘ Q

Okay, I am not asking specific positions just liquidity.

" Jamie Dimon ‘ o : A

- Yet, you are getting specific. We will do what we have to do to maximize the shareholder value. We've got to stay in
power and we are.going to use it. :

Guy Moszkowski o - T ' , Q
Okay, fair enough. And thanks very much and thanks for putting me back in the queue. Appreciate it.
Operator: Your next question is from Brennan Hawken with UBS.

Brennan Hawken ‘ r ) Q

Hi. Just kind of curious to the extenid that you can comment if you - 1f the regulators are aware of this and

whether there has been any regulatory response, if there is heaven forbid any kind of vocal related 1mp11cat10ns on
this matter?
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Jamie Dimon l ' A

' I think you should assume, I can answer this 100 times, you should assume that we keep our regulators up to date.

That is a policy of the company. Sometimes you don't give them great information, we don't have great
information. You can assume they are up to date. They will take their own point of view on this.

Brennan Hawken ' : ' Q
Okay. I::jus.t dldn' t know whether they made...
Jamie Dimon _ ; ' A

We always said, this violates our principles whether or not it violates Volcker principles and you know we want to |
run and build a great company. We do believe we need to have the ability to hedge in a CIO type position-and that

Volcker allows that. This tradmg may not violate the Volcker rule but it violates the diamond prmc1ple

“Brennan Hawken ‘. ' O

Okay. And you had mentioned that this was a new strategy that yéu had decided to exit, is it possible for you to let .
know how new that strategy was?

Jamie Dimon ' A

Not new, it was the — I said new but what I meant is it was the strategy to reduce the credit hedge. So it's kind of a

- new strategy was devised. And as I already said it was poorly constructed and poorly monitorial that and that's the

place over the course of less couple of months.

Brennan Hawken : , - O

* And the implication I guess might have been that there was all this fresh speculation about certain trading

individuals out of London where some staff fairly new that came into execute this new or this some of this new
angle and are those folks nolonger in that that's been retriggered I think you said, right?

Jamie Dimon - : A : | A

No, no nothing new folks a little bit to do with the Oracle the press so it was somewhat related to that it's obvioﬁsly
more than that but somewhere related to that. And I also think we acted a little too defensively to that.-

Brennan Hawken . ' e _ O

l Okay, thanks for the color.
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~ Jamie Dimon _ : A .
Ygé.h.
Operator Your next question is from Mike Mayo with Credit Agr1cole Securities.
. Mayo . | . e Q
Hi.
Jamie Dimon . : - | - A
Mlkemayo Q

How much of the $2 billion trading loss is due to terrible execution which you mentioned versus the envlronment '
you seem to be implying none of this is due to the environment?

Jamie Dimon - ¢ A

No, no I'm sorry. I think in hindsight their strategy that execution obviously the environment because these are

mark to market positions. So obviously that. I just don't want to make excuses and start talking about market and |
dislocational stuff like that because that's n'u]y Just an excuse.

Mike Mayo ' : 7 Q

" And so would this be a J PMbrgan specific issue or is there a chance to others also have some losses on sifnilar
positions? - - o -

Jamie Dimon ; - ' : . : A N

I don't know just because we are stupid doesn't mean everybody else was. [ have no idea what the people are
dmng

And just in real sunple terms in six weeks you lost $2 billion so — and as simple as you can simple it what went
wrong?

Jamie Dimon : lf_\
. 1
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You already mentioned, there're huge moves in the market place, is a — we made this position more complex. The

strategy was barely executed, barely monitored. And like I repeated 800 times, I'm not going to get into too more
speuﬁcs than that,

And you mentioned...

~ Jamie Dimon : o ‘ 7 ' - . /_\

But Mike, we will be — I already said, at the end of the quarter we will be talking more about this to satisfy your
. needs and ours.

Mike Mayo : ' ' _ Q

And you — can you say what recon [ph] this was done and you're not going to disclose any of that?

_ Jamie Dimon . ' , A‘
g i

Global.

Global. And what caused you to change the VaR model in ‘rhe first place? I mean you had something that was
workmg and you changed it.

Jamie Dimon . ‘ /_\\

There are constant changes and updates to models; always trying to get them better than they were before. That is
an ongoing procedure

And this is kind of sensitive, but you've — probably just helping the company of having — being great risk
managers and this i is mistake and you'll — as you say, you'll learn from that. But is there any sense that the mistake
made in the CIO office could also be in place where at J?Morgan"

Jamie Dimon ‘ : _ A

Mike, we operate in a risk business and obviously it puts egg on our face and we deserve any criticism we get, so
feel free to give it to us. We'll probably agree with you. But we think we run a pretty good company, with pretty

good risk controls and pretty risk management. We are not in a business where we're not gomg to make Imstakes
we are going to make mistakes.
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We've always said that, hopefully this small, hopefully few and far between. I'm sorry, could never promise you no

mistakes. This one, we will put in egregious category and I understand full why you or anybody else will question
us generally.

And lastly, just one last follow-up. You said you had some smaller losses in the first quarter whether — even in
retrospect were there any sings that perhaps you should have paid more attention to looking back?

Jamie Dimon A
Yes. In retrospect,”yes.

Mike Mayo 0
What wéuld those be?

jamie Dimon,, A
Trading losses.

Mike Mayo 0
Okay. So actually...

JamleDlmon A
There is some stuff in fhe newspaper and bunch of other stuff. -
Mlkemayo s Q
Gotit,

Jamie Dimon : ' A

Hindsight is—~ even in hindsight, it's not 20/20. But with hindsight, yes, obviously, we should have been paying
more attention to it. : o

All right. Thank you,
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Jamie Dimon - ' A
- Yeah. You're welcome.

Operator: Your next question is from Chris Kotowski with Oppenheimer.

CHris Kotowski : | | Q

Yeah. Hi. You said that you still have an $8 billion gain in the AFS securities portfoiio So should we assume that

that's the combination of some gains and sort of the plam vanilla investment portfolio securities that you normally
have and then a negative position here?

Jamie Dimon , A

No. The $8 billion — the synthetic credit is mark-to-market. There are no unrealized gains or losses. The AF

portfolio is held at cost. The $8 billion is an unrealized gain in the AFS portfolio. And if you go to our 10- Q, you
could see exactly where those gains reside as of December 3181:

Chris P - . Q
Okay. .A ‘

Jamlemmon A
Okay. They re in posmons all over from mortgages etcetera.

Ch.ns. Kom;us.kl R SROTA ” Q
All right.

s biman

And we can take some of those gains...

Okay.

Jamie Dimon . _ ' 7 A

We can take some of those gains, and we can take them to offset this loss. We can take them because we want to
reduce other exposures, But usually, it's tax inefficient. So we're very careful about taking gains.
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Chris Kotowski ' . O
_ i

Right. And so when you said thls quarter there was $1 billion of gains and a $2 billion trading loss, the $1 billion of
gains, that was in other portfohos Tt had nothmg to do with these.

Jamie Dimon 7 A

No. The $1 billion of gains is in the AFS portfolio. On March 31st, it had an $8 billion unrealized gain. We realized

$1 billion of it, bringing it down to $7 billion, but it's higher today than it was then. So it should be something 7~
plus right now.

Chris Kotowski ' ‘ Q

Okay, And I have a feeling, I know the answer, but obviously in a skittish world where peo}ﬂe are always worked
about exposures to pigs and all these kinds of things and there is always a feeling that one can rarely get the real
exposures, is there any way you can draw a box around how big the bread box is and...

I've already done that for you, to the extent T am going to do it.
ChrISKOtOWSkl Q
Oke‘iy. Thank yéu.

You're welcome.

Operator Your next questlon is from Keith Horowitz with Cmgroup

‘Kerth Horowitz o Q

Hey Jamie. Thanks for coming clean on this and I think it's important that you did, I guess the question I really
had is you are open about the strategy that was poorly monitored, but the real question I guess I had is do you feel

that the hedge put on, the position put o, was the intention really to hedge or do you feel like the person you put
it on, his intention for proﬁts [ph] or to make sure..

Jamie Dimon- . ' _ l A

It's been on for a long time, it .actua]ly made money. I won't talk about what it did, it actually did quite well. Tt was
there to deliver a posifive result in a quite stressed environment and we feel we can do that and make some net
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income. And that was — and in the process of changes new environments, new markets and all that, I've already
described the