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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

Annual report pursuant to Section 13 or 15(d) of
the Securities Exchange Act of 1934

For the fiscal year ended Commission file
December 31, 2018 number 1-5805

JPMorgan Chase & Co.

(Exact name of registrant as specified in its charter)
Delaware 13-2624428
(State or other jurisdiction of (LR.S. employer
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incorporation or organization) identification no.)

383 Madison Avenue, New York, New York 10179
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Item 1. Business.

Overview

JPMorgan Chase & Co. (“JPMorgan Chase” or the “Firm”, NYSE: JPM), a financial holding company incorporated under
Delaware law in 1968, is a leading global financial services firm and one of the largest banking institutions in the
United States of America (“U.S.”), with operations worldwide; JPMorgan Chase had $2.6 trillion in assets and $256.5
billion in stockholders’ equity as of December 31, 2018. The Firm is a leader in investment banking, financial services
for consumers and small businesses, commercial banking, financial transaction processing and asset management.
Under the J.P. Morgan and Chase brands, the Firm serves millions of customers in the U.S. and globally many of the
world’s most prominent corporate, institutional and government clients.

JPMorgan Chase’s principal bank subsidiaries are JPMorgan Chase Bank, National Association (“JPMorgan Chase
Bank, N.A.”), a national banking association with U.S. branches in 27 states and the District of Columbia as of
December 31, 2018, and Chase Bank USA, National Association (“Chase Bank USA, N.A.”), a national banking
association that is the Firm’s principal credit card-issuing bank. In January 2019, the OCC approved an application of
merger which was filed by JPMorgan Chase Bank, N.A. and Chase Bank USA, N.A. in December 2018 and which
contemplates that Chase Bank USA, N.A. will merge with and into JPMorgan Chase Bank, N.A., with JPMorgan
Chase Bank, N.A. as the surviving bank. For additional information refer to Supervision and Regulation on pages 1-6
in the 2018 Form 10-K. JPMorgan Chase’s principal nonbank subsidiary is J.P. Morgan Securities LLC (“J.P. Morgan
Securities”), a U.S. broker-dealer. The bank and non-bank subsidiaries of JPMorgan Chase operate nationally as well
as through overseas branches and subsidiaries, representative offices and subsidiary foreign banks. The Firm’s
principal operating subsidiary in the U.K. is J.P. Morgan Securities plc, a subsidiary of JPMorgan Chase Bank, N.A.
The Firm’s website is www.jpmorganchase.com. JPMorgan Chase makes available on its website, free of charge,
annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K pursuant to Section
13(a) or Section 15(d) of the Securities Exchange Act of 1934, as soon as reasonably practicable after it electronically
files or furnishes such material to the U.S. Securities and Exchange Commission (the “SEC”) at www.sec.gov. The Firm
has adopted, and posted on its website, a Code of Conduct for all employees of the Firm and a Code of Ethics for its
Chairman and Chief Executive Officer, Chief Financial Officer, Principal Accounting Officer and all other
professionals of the Firm worldwide serving in a finance, accounting, tax or investor relations role.

Business segments

JPMorgan Chase’s activities are organized, for management reporting purposes, into four major reportable business
segments, as well as a Corporate segment. The Firm’s

consumer business is the Consumer & Community Banking (“CCB”) segment. The Firm’s wholesale business segments
are the Corporate & Investment Bank (“CIB”’), Commercial Banking (“CB”), and Asset & Wealth Management (“AWM?”).
A description of the Firm’s business segments and the products and services they provide to their respective client

bases is provided in the “Business segment results” section of Management’s discussion and analysis of financial
condition and results of operations (“Management’s discussion and analysis” or “MD&A”), beginning on page 42 and in
Note 31.

Competition

JPMorgan Chase and its subsidiaries and affiliates operate in highly competitive environments. Competitors include
other banks, brokerage firms, investment banking companies, merchant banks, hedge funds, commodity trading
companies, private equity firms, insurance companies, mutual fund companies, investment managers, credit card
companies, mortgage banking companies, trust companies, securities processing companies, automobile financing
companies, leasing companies, e-commerce and other Internet-based companies, financial technology companies, and
other companies engaged in providing similar products and services. The Firm’s businesses generally compete on the
basis of the quality and variety of the Firm’s products and services, transaction execution, innovation, reputation and
price. Competition also varies based on the types of clients, customers, industries and geographies served. With

respect to some of its geographies and products, JPMorgan Chase competes globally; with respect to others, the Firm
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competes on a national or regional basis. The Firm’s ability to compete also depends upon its ability to attract and
retain professional and other personnel, and on its reputation.

Competition in the financial services industry continues to be intense. In some cases, the Firm’s businesses compete
with other financial institutions that may have a stronger local presence in certain geographies or that operate under
different rules and regulatory regimes than the Firm, and with companies that provide new or innovative products or
services, including those that the Firm does not provide.

Supervision and regulation

The Firm is subject to extensive and comprehensive regulation under U.S. federal and state laws, as well as the
applicable laws of the jurisdictions outside the U.S. in which the Firm does business. The Firm has experienced an
extended period of significant change in regulation which has had and could continue to have significant
consequences for how the Firm conducts business in the U.S. and other countries.
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Financial holding company:

Consolidated supervision. JPMorgan Chase & Co. is a bank holding company (“BHC”) and a financial holding
company (“FHC”) under U.S. federal law, and is subject to comprehensive consolidated supervision, regulation and
examination by the Board of Governors of the Federal Reserve System (the “Federal Reserve”). The Federal Reserve
acts as an “‘umbrella regulator,” and certain of JPMorgan Chase’s subsidiaries are regulated directly by additional
authorities based on the activities of those subsidiaries.

JPMorgan Chase’s national bank subsidiaries, JPMorgan Chase Bank, N.A. and Chase Bank USA, N.A., are
supervised and regulated by the Office of the Comptroller of the Currency (“OCC”) and, with respect to certain matters,
by the Federal Deposit Insurance Corporation (the “FDIC”). In January 2019, the OCC approved an application of
merger which was filed by JPMorgan Chase Bank, N.A. and Chase Bank USA, N.A. in December 2018 and which
contemplates that Chase Bank USA, N.A. will merge with and into JPMorgan Chase Bank, N.A., with JPMorgan
Chase Bank, N.A. as the surviving bank. Completion of the merger, which is expected to occur in the second quarter
of 2019, will be subject to customary closing conditions which will be set forth in an agreement and plan of merger to
be entered into between the banks. The merger may be abandoned by JPMorgan Chase Bank, N.A. and Chase Bank
USA, N.A. at any time before completion.

JPMorgan Chase’s U.S. broker-dealers are supervised and regulated by the Securities and Exchange Commission
(“SEC”) and the Financial Industry Regulatory Authority (“FINRA”), and subsidiaries of the Firm that engage in certain
futures-related and swaps-related activities are supervised and regulated by the Commodity Futures Trading
Commission (“CFTC”). J.P. Morgan Securities plc is a U.K. bank licensed within the European Economic Area (the
“EEA”), and is regulated by the U.K. Prudential Regulation Authority (the “PRA”) and the U.K. Financial Conduct
Authority (“FCA”).

The Firm’s other non-U.S. subsidiaries are regulated by the banking and securities regulatory authorities in the
countries in which they operate.

Permissible business activities. The Bank Holding Company Act generally restricts BHCs from engaging in business
activities other than the business of banking and certain closely-related activities. FHCs can engage in a broader range
of financial activities, including underwriting, dealing and making markets in securities, and making merchant
banking investments in non-financial companies. The Federal Reserve has the authority to limit an FHC’s ability to
conduct otherwise permissible activities if the FHC or any of its depository institution subsidiaries ceases to meet
applicable eligibility requirements. The Federal Reserve may also impose corrective capital and/or managerial
requirements on the FHC, and if deficiencies are persistent, may require divestiture of the FHC’s depository
institutions.

If any depository institution controlled by an FHC fails to maintain a satisfactory rating under the Community
Reinvestment Act, the Federal Reserve must prohibit the FHC and its subsidiaries from engaging in any activities
other than those permissible for BHCs.

Capital and liquidity requirements. The Federal Reserve establishes capital, liquidity and leverage requirements for
JPMorgan Chase and evaluates the Firm’s compliance with those requirements. The OCC establishes similar
requirements for the Firm’s national banking subsidiaries. Banking supervisors globally continue to refine and enhance
the Basel III capital framework for financial institutions, including the finalization of post-crisis reforms.

In January 2019, the Basel Committee issued “Minimum capital requirements for market risk,” which supersedes a
previous release from January 2016. The Basel Committee expects national regulators to implement these revised
market risk requirements for banking organizations in their jurisdictions by January 1, 2022, in line with the other
elements of the Basel III Reforms.

U.S. banking regulators have announced their support for the issuance of the Basel III Reforms and are considering
how to appropriately apply such reforms in the U.S. Any changes to U.S. capital rules based on the Basel III Reforms
would first be proposed for public comment. In October 2018, the U.S. banking regulators issued a notice of proposed
rulemaking “Standardized Approach for Calculating the Exposure Amount of Derivatives” (“SA-CCR”), with an
implementation date of July 1, 2020. This proposal reflects the U.S implementation of the Basel Committee’s
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equivalent standard, which was finalized in 2014 as part of the post-crisis reform package.

Under Basel III, bank holding companies and banks are required to measure their liquidity against two specific
liquidity tests: the liquidity coverage ratio (“LCR”) and the net stable funding ratio (“NSFR”). In April 2016, the U.S.
banking regulators issued a proposed rule for NSFR, but no final rule has been issued.

For more information concerning capital and liquidity requirements, refer to Capital Risk Management on pages
85-94 and Liquidity Risk Management on pages 95-100.

Stress tests. As a large BHC, JPMorgan Chase is subject to supervisory stress testing administered by the Federal
Reserve as part of the Federal Reserve’s annual Comprehensive Capital Analysis and Review (“CCAR”) framework. The
Firm must conduct semi-annual company-run stress tests and must also submit an annual capital plan to the Federal
Reserve, taking into account the results of separate stress tests designed by the Firm and the Federal Reserve. The
Federal Reserve’s review of the Firm’s capital plan considers both quantitative and qualitative factors. The Firm is
required to receive a notice of non-objection from the Federal Reserve each year before taking capital actions, such as
paying dividends, implementing common equity repurchase programs or redeeming or repurchasing capital

2
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instruments. The OCC requires JPMorgan Chase Bank, N.A. and Chase Bank USA, N.A. to perform separate, similar
stress tests annually. The Firm publishes each year the results of its mid-cycle stress tests under the Firm’s
internally-developed “severely adverse” scenario and the results of the annual stress tests for the Firm and its principal
banking subsidiaries under the supervisory “severely adverse” scenarios provided by the Federal Reserve and the OCC.
The Firm is required to file its 2019 annual CCAR submission on April 5, 2019. Results will be published by the
Federal Reserve by June 30, 2019, with disclosures of results by BHCs, including the Firm, to follow within 15 days.
The mid-cycle capital stress test submissions are due on October 5, 2019 and BHCs, including the Firm, will publish
results by November 4, 2019. For more information concerning the Firm’s CCAR, refer to Capital Risk Management
on pages 85-94.

Enhanced prudential standards. As part of its mandate to identify and monitor risks to the financial stability of the
U.S. posed by large banking organizations, the Financial Stability Oversight Council (“FSOC”) recommends prudential
standards and reporting requirements to the Federal Reserve for systemically important financial institutions (“SIFIs”),
such as JPMorgan Chase. The Federal Reserve has adopted several rules to implement those heightened prudential
standards, including rules relating to risk management and corporate governance of subject BHCs. Large BHCs such
as JPMorgan Chase are required to comply with enhanced liquidity and overall risk management standards, including
oversight by the board of directors of risk management activities.

Orderly liquidation authority and resolution and recovery. The Firm is required to submit periodically to the Federal
Reserve and the FDIC a plan for resolution under Title I of the Dodd-Frank Wall Street Reform and Consumer
Protection Act (“Dodd-Frank Act”) in the event of material distress or failure (a “resolution plan”). The Firm’s next
resolution plan is due to be filed on or before July 1, 2019. The Firm also has a comprehensive recovery plan detailing
the actions it would take to avoid failure by remaining well-capitalized and well-funded in the case of an adverse
event.

Certain financial companies, including JPMorgan Chase and certain of its subsidiaries, can also be subjected to
resolution under an “orderly liquidation authority.” The U.S. Treasury Secretary, in consultation with the President of
the United States, must first make certain determinations concerning extraordinary financial distress and systemic risk,
and action must be recommended by the FDIC and the Federal Reserve. Absent such actions, the Firm, as a BHC,
would remain subject to resolution under the Bankruptcy Code. The FDIC has issued a draft policy statement
describing its “single point of entry” strategy for resolution of SIFIs under the orderly liquidation authority, which seeks
to keep operating subsidiaries of a BHC open and impose losses on shareholders and creditors of the BHC in
receivership according to their statutory order of priority.

The FDIC has not formally adopted its proposed single point of entry strategy.

JPMorgan Chase Bank, N.A. and Chase Bank USA, N.A. are both required to provide resolution plans to the FDIC.
The FDIC is expected to propose changes to its rules relating to the resolution plans of insured depository institutions
(“IDIs”) in an advanced notice of proposed rulemaking. The OCC has published guidelines establishing standards for
recovery planning by insured national banks, and JPMorgan Chase Bank, N.A. and Chase Bank USA, N.A. have
submitted their recovery plans to the OCC.

Certain of the Firm’s non-U.S. subsidiaries are also subject to resolution and recovery planning requirements in the
jurisdictions in which they operate.

Holding company as source of strength. JPMorgan Chase & Co. is required to serve as a source of financial strength
for its depository institution subsidiaries and to commit resources to support those subsidiaries, including when
directed to do so by the Federal Reserve.

Regulation of acquisitions. Acquisitions by BHCs and their banks are subject to multiple requirements established by
the Federal Reserve and the OCC. For example, FHCs and BHCs are required to obtain the approval of the Federal
Reserve before they may acquire more than 5% of the voting shares of an unaffiliated bank. In addition, acquisitions
by financial companies are prohibited if, as a result of the acquisition, the total liabilities of the financial company
would exceed 10% of the total liabilities of all financial companies. Furthermore, for certain acquisitions, the Firm
must provide written notice to the Federal Reserve prior to acquiring direct or indirect ownership or control of any
voting shares of any company with over $10 billion in assets that is engaged in activities that are “financial in nature.”
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Volcker Rule. The Volcker Rule prohibits banking entities, including the Firm, from engaging in certain “proprietary
trading” activities, subject to exceptions for underwriting, market-making, risk-mitigating hedging and certain other
activities. The Volcker Rule also limits the sponsorship of, and investment in, “covered funds,” and imposes limits on
certain transactions between the Firm and covered funds for which a JPMorgan Chase entity serves as the investment
manager, investment advisor, commodity trading advisor or sponsor, as well as certain covered funds controlled by
such funds. The Volcker Rule requires banking entities to establish comprehensive compliance programs reasonably
designed to help ensure and monitor compliance with the restrictions under the Volcker Rule.

Consent orders. The Firm remains subject to consent orders entered into with its banking regulators between 2013 and
2016 concerning anti-money laundering, the CIO investigation, foreign exchange trading and referral hiring practices.

90



Edgar Filing: JPMORGAN CHASE & CO - Form 10-K
Part 1

JPMorgan Chase’s subsidiary banks:

The activities of the Firm’s principal subsidiary banks, JPMorgan Chase Bank, N.A. and Chase Bank USA, N.A., are
limited to those specifically authorized under the National Bank Act and related interpretations of the OCC.

FDIC deposit insurance. The FDIC deposit insurance fund provides insurance coverage for certain deposits and is
funded through assessments on banks, such as JPMorgan Chase Bank, N.A. and Chase Bank USA, N.A.

FDIC powers upon a bank insolvency. Upon the insolvency of an IDI, such as JPMorgan Chase Bank, N.A. and Chase
Bank USA, N.A., the FDIC could be appointed as the conservator or receiver under the Federal Deposit Insurance Act
(“FDIA”). The FDIC has broad powers to transfer any assets and liabilities without the approval of the institution’s
creditors.

Cross-guarantee. An FDIC-insured depository institution can be held liable for any loss incurred or expected to be
incurred by the FDIC if another FDIC-insured institution that is under common control with such institution is in
default or is deemed to be “in danger of default” (commonly referred to as “cross-guarantee” liability). An FDIC
cross-guarantee claim against a depository institution is generally superior in right of payment to claims of the holding
company and its affiliates against such depository institution.

Prompt corrective action. The Federal Deposit Insurance Corporation Improvement Act of 1991 requires the relevant
federal banking regulator to take “prompt corrective action” with respect to a depository institution if that institution
does not meet certain capital adequacy standards. Although these regulations apply only to banks, such as JPMorgan
Chase Bank, N.A. and Chase Bank USA, N.A., the Federal Reserve is authorized to take appropriate action against the
parent BHC, such as JPMorgan Chase & Co., based on the undercapitalized status of any bank subsidiary. In certain
instances, the BHC would be required to guarantee the performance of the capital restoration plan for its
undercapitalized subsidiary.

OCC Heightened Standards. The OCC has established guidelines setting forth heightened standards for large banks,
including minimum standards for the design and implementation of a risk governance framework for banks. Under
these standards, a bank’s risk governance framework must ensure that the bank’s risk profile is easily distinguished and
separate from that of its parent BHC for risk management purposes. The bank’s board or risk committee is responsible
for approving the bank’s risk governance framework, providing active oversight of the bank’s risk-taking activities, and
holding management accountable for adhering to the risk governance framework.

Restrictions on transactions with affiliates. The bank subsidiaries of JPMorgan Chase (including subsidiaries of those
banks) are subject to restrictions imposed by federal law on extensions of credit to, investments in stock or

securities of, and derivatives, securities lending and certain other transactions with, JPMorgan Chase & Co. and
certain other affiliates. These restrictions prevent JPMorgan Chase & Co. and other affiliates from borrowing from
such subsidiaries unless the loans are secured in specified amounts and comply with certain other requirements.
Dividend restrictions. Federal law imposes limitations on the payment of dividends by national banks, such as
JPMorgan Chase Bank, N.A. and Chase Bank USA, N.A. Refer to Note 25 for the amount of dividends that the Firm’s
principal bank subsidiaries could pay, at January 1, 2019, to their respective BHCs without the approval of their
banking regulators. The OCC and the Federal Reserve also have authority to prohibit or limit the payment of
dividends of the bank subsidiaries that they supervise if, in the banking regulator’s opinion, payment of a dividend
would constitute an unsafe or unsound practice in light of the financial condition of the bank.

Depositor preference. Under federal law, the claims of a receiver of an IDI for administrative expense and the claims
of holders of U.S. deposit liabilities (including the FDIC and deposits in non-U.S. branches that are dually payable in
the U.S. and in a non-U.S. branch) have priority over the claims of other unsecured creditors of the institution,
including depositors in non-U.S. branches and public noteholders.

Consumer supervision and regulation. JPMorgan Chase and its national bank subsidiaries are subject to supervision
and regulation by the Consumer Financial Protection Bureau (“CFPB”) with respect to federal consumer protection
laws, including laws relating to fair lending and the prohibition of unfair, deceptive or abusive acts or practices in
connection with the offer, sale or provision of consumer financial products and services. These laws include the
Truth-in-Lending, Equal Credit Opportunity Act (“ECOA”), Fair Credit Reporting, Fair Debt Collection Practice,
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Electronic Funds Transfer, Credit Card Accountability, Responsibility and Disclosure (“CARD”’) and Home Mortgage
Disclosure Acts. The CFPB also has jurisdiction over small business lending activities with respect to fair lending and
ECOA. As part of its regulatory oversight, the CFPB has authority to take enforcement actions against firms that offer
certain products and services to consumers using practices that are deemed to be unfair, deceptive or abusive. The
Firm’s consumer activities are also subject to regulation under state statutes which are enforced by the Attorney
General of each state.

Securities and broker-dealer regulation:

The Firm conducts securities underwriting, dealing and brokerage activities in the U.S. through J.P. Morgan Securities
LLC and other non-bank broker-dealer subsidiaries, all of which are subject to regulations of the SEC, FINRA and the
New York Stock Exchange, among others. The Firm conducts similar securities activities outside the U.S. subject to
local regulatory requirements. In the U.K., those activities are conducted by J.P. Morgan Securities plc.
Broker-dealers are subject to laws and

4
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regulations covering all aspects of the securities business, including sales and trading practices, securities offerings,
publication of research reports, use of customer funds, the financing of client purchases, capital structure,
record-keeping and retention, and the conduct of their directors, officers and employees. For information concerning
the capital of J.P. Morgan Securities LLC and J.P. Morgan Securities plc, refer to Broker-dealer regulatory capital on
page 94.

Investment management regulation:

The Firm’s asset and wealth management businesses are subject to significant regulation in jurisdictions around the
world relating to, among other things, the safeguarding and management of client assets, offerings of funds and
marketing activities. Certain of the Firm’s subsidiaries are registered with, and subject to oversight by, the SEC as
investment advisers. The Firm’s registered investment advisers are subject to the fiduciary and other obligations
imposed under the Investment Advisers Act of 1940, as well as various state securities laws. The Firm’s fiduciary
activities are also subject to supervision by the OCC.

The Firm’s asset and wealth management businesses continue to be affected by ongoing rule-making and
implementation of new regulations, including the SEC’s proposed Regulation Best Interest and rules proposed or
adopted by certain U.S. states relating to enhanced standards of conduct for broker-dealers and certain other market
participants. In June 2018, the Department of Labor’s fiduciary rule, which would have significantly expanded the
universe of persons viewed as investment advice fiduciaries to retirement plans and individual retirement accounts
under the Employee Retirement Income Security Act of 1974, as amended, was vacated by the United States Court of
Appeals for the Fifth Circuit.

In the European Union (“EU”), substantial revisions to the Markets in Financial Instruments Directive (“MiFID II"’)
became effective in EU member states beginning in January 2018. These revisions introduced expanded requirements
for a broad range of investment management activities, including product governance, transparency on costs and
charges, independent investment advice, inducements, record-keeping and client reporting. In addition, the Regulation
on Money Market Funds has instituted new requirements to enhance the liquidity and stability of money market funds
in the EU.

Derivatives regulation:

The Firm is subject to comprehensive regulation of its derivatives businesses, including regulations that impose
capital and margin requirements, require central clearing of standardized over-the-counter (“OTC”) derivatives, mandate
that certain standardized over-the-counter swaps be traded on regulated trading venues, and provide for reporting of
certain mandated information. In accordance with requirements under the Dodd-Frank Act, JPMorgan Chase Bank,
N.A., J.P. Morgan Securities LLC and J.P. Morgan Securities plc have registered with the CFTC as “swap dealers” and
may be required to register with the SEC as

“security-based swap dealers.” As a result, these entities are or will be subject to a comprehensive regulatory framework
applicable to their swap or security-based swap activities, including capital requirements, rules requiring the
collateralization of uncleared swaps and security-based swaps, rules regarding segregation of counterparty collateral,
business conduct and documentation standards, record-keeping and reporting obligations, and anti-fraud and
anti-manipulation requirements. In the EU, the implementation of the European Market Infrastructure Regulation
(“EMIR”) and MiFID II has resulted in comparable, but not identical, changes to the European regulatory regime for
derivatives.

The Firm and other derivatives market participants have agreed to adhere to the 2015 Universal Resolution Stay
Protocol (the “2015 Protocol”), the 2018 U.S. Resolution Stay Protocol (the “2018 Protocol”) and the Resolution Stay
Jurisdictional Modular Protocol, each developed by the International Swaps and Derivatives Association (“ISDA”) in
response to regulator concerns that the close-out of derivatives and other financial transactions during the resolution of
a large cross-border financial institution could impede resolution efforts and potentially destabilize markets. These
protocols provide for the contractual recognition of cross-border stays under various statutory resolution regimes and,
in the case of the 2015 Protocol and 2018 Protocol, a contractual stay on certain cross-default rights.

J.P. Morgan Securities LLC is registered with the CFTC as a futures commission merchant, and is a member of the
National Futures Association.

Data and cyber regulation:
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The Firm and its subsidiaries are subject to numerous U.S. federal and state as well as international laws and
regulations concerning the collection, use, confidentiality, disclosure, transfer, protection and handling of information,
including personal information of individuals and confidential information (including the EU General Data Protection
Regulation), as well as the management of internal and external threats and vulnerabilities to protect information
assets and the supporting infrastructure from cyberattacks. These laws and regulations are evolving at a rapid pace,
remain a focus of regulators globally and will continue to have a significant impact on all of the Firm’s businesses.
The Bank Secrecy Act and Economic Sanctions:

The Bank Secrecy Act (“BSA”) requires all financial institutions, including banks and securities broker-dealers, to
establish a risk-based system of internal controls reasonably designed to prevent money laundering and the financing
of terrorism. The BSA includes a variety of record-keeping and reporting requirements, as well as due
diligence/know-your-customer documentation requirements. The Firm is also subject to the regulations and economic
sanctions programs administered by the U.S. Treasury’s Office of Foreign Assets Control (“OFAC”). In addition, the EU
has adopted various economic sanctions

94



Edgar Filing: JPMORGAN CHASE & CO - Form 10-K
Part 1

programs targeted at countries that are involved in terrorism, hostilities, embezzlement or human rights violations.
Anti-Corruption:

The Firm is subject to laws and regulations relating to corrupt and illegal payments to government officials and others
in the jurisdictions in which it operates, including the U.S. Foreign Corrupt Practices Act and the U.K. Bribery Act.
Compensation practices:

The Firm’s compensation practices are subject to oversight by the Federal Reserve, as well as other agencies. The
Federal Reserve has issued guidance jointly with the FDIC and the OCC that is designed to ensure that incentive
compensation paid by banking organizations does not encourage imprudent risk-taking that threatens the organizations’
safety and soundness. The Financial Stability Board (“FSB”) has also established standards covering compensation
principles for banks. The Firm’s compensation practices are also subject to regulation and oversight by regulators in
other jurisdictions. In Europe, the EU Fourth Capital Requirements Directive (“CRD IV”) includes
compensation-related provisions, and the European Banking Authority has instituted guidelines on compensation
policies which in certain countries, such as the U.K., are implemented or supplemented by local regulations or
guidelines. The Firm expects that the implementation of regulatory guidelines regarding compensation in the U.S. and
other countries will continue to evolve, and may affect the manner in which the Firm structures its compensation
programs and practices.

Significant international regulatory initiatives:

The EU continues to implement an extensive and complex program of regulatory enhancement to address risks
associated with global financial institutions. The EU operates a European Systemic Risk Board that monitors financial
stability and encourages supervisory convergence across the EU’s member states, and European Supervisory
Authorities (“ESAs”) are responsible for adopting and implementing related rules. The EU is currently reviewing the
ESA framework and the European Commission (the “EC”) has proposed legislation to change the roles and
responsibilities of the ESAs. The EU has also created a Single Supervisory Mechanism for the euro-zone, under which
the regulation of all banks in the zone are under the auspices of the European Central Bank, together with a Single
Resolution Mechanism and Single Resolution Board, which has jurisdiction over the resolution of banks in the zone.
Significant regulatory initiatives affecting the Firm’s businesses in the EU include EMIR and MiFID II. EMIR requires
the central clearing of certain standardized derivatives and risk mitigation for uncleared OTC derivatives. EMIR is
currently in the process of being amended as part of a legislative proposal known as “EMIR REFIT,” which will
introduce targeted changes to EMIR to make the rules more streamlined and proportionate. There is also a separate
EMIR legislative proposal which includes provisions for third-country supervision of CCPs. MiFID II

requires that the trading of standardized OTC derivatives be effected on exchanges or electronic trading platforms, and
also significantly enhanced requirements for pre- and post-trade transparency, transaction reporting and investor
protection, and introduced position limits and a reporting regime for commodities. MiFID II became effective across
EU member states in January 2018 and will be subject to a review by the EC by March 2020.

The EU has also proposed or implemented significant revisions to laws covering securities settlement; mutual funds
and pensions; payments; anti-money laundering controls; data security and privacy; transparency and disclosure of
securities financing transactions; benchmarks; resolution of banks, investment firms and market infrastructures; and
capital and liquidity requirements for banks and investment firms. The EU capital and liquidity legislation for banks
and investment firms is implementing many of the finalized Basel III capital and liquidity standards, including in
relation to the leverage ratio, market risk capital, and a net stable funding ratio. EU legislation also contemplates a
requirement for certain non-EU banks operating in the EU to establish an intermediate parent undertaking (“IPU”)
located in the EU. The full impact of the IPU proposal on JPMorgan Chase’s operations and legal entities in the EU
will be heavily influenced by the outcome of the EU legislative process, including whether any flexibility is
introduced to the requirement. The “trilogue” negotiations to determine the final legislation have concluded and the
agreement is subject to a final vote by the European Council and European Parliament before becoming EU law.

The FSB’s standard relating to total loss-absorbing capacity (“TLAC”), which was issued in November 2015, specified
minimum TLAC requirements for global systemically important banks, including at the level of their material
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sub-groups. These requirements are being implemented in the EU in the form of a minimum requirement for own

funds and eligible liabilities (“MREL”). The Bank of England published its updated Statement of Policy on its approach
to setting MREL in June 2018. This included new requirements on the MREL resources to be held by U.K. material
subsidiaries of overseas groups. These rules came into effect, on a transitional basis, from January 1, 2019.

U.K. regulators have adopted a range of policy measures that have significantly changed the markets and prudential
regulatory environment in the U.K., and have also introduced measures to enhance accountability of individuals and
promote forward-looking conduct risk identification and mitigation. There is significant uncertainty concerning future
U.K. policy initiatives in light of the expected departure of the U.K. from the EU, as these initiatives will depend on

the future relationship between the EU and U.K. For information concerning the expected departure of the U.K. from
the EU, refer to Risk factors on pages 7-28 and Business developments on page 46.
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Item 1A. Risk Factors.

The following discussion sets forth the material risk factors that could affect JPMorgan Chase’s financial condition
and operations. Readers should not consider any descriptions of these factors to be a complete set of all potential
risks that could affect the Firm. Any of the risk factors discussed below could by itself, or combined with other factors,
materially and adversely affect JPMorgan Chase’s business, results of operations, financial condition, capital
position, liquidity, competitive position or reputation, including by materially increasing expenses or decreasing
revenues, which could result in material losses or a decrease in earnings.

Regulatory

JPMorgan Chase’s businesses are highly regulated, and the laws and regulations that apply to JPMorgan Chase
have a significant impact on its business and operations.

JPMorgan Chase is a financial services firm with operations worldwide. JPMorgan Chase must comply with the laws
and regulations that apply to its operations in all of the jurisdictions around the world in which it does business. The
regulation of financial services is extensive and comprehensive.

JPMorgan Chase has experienced an extended period of significant change in laws and regulations affecting the
financial services industry, both within and outside the U.S. The supervision of financial services firms also expanded
significantly during this period. The wave of increased regulation and supervision of JPMorgan Chase has affected the
way that it conducts its business and structures its operations. Existing and new laws and regulations and expanded
supervision could require JPMorgan Chase to make further changes to its business and operations. These changes
could result in JPMorgan Chase incurring additional costs for complying with laws and regulations and could reduce
JPMorgan Chase’s profitability. More specifically, existing and new laws and regulations could require JPMorgan
Chase to:

4imit the products and services that it offers

reduce the liquidity that it can provide through its market-making activities

stop or discourage it from engaging in business opportunities that it might otherwise pursue

recognize losses in the value of assets that it holds

pay higher assessments, levies or other governmental charges

dispose of certain assets, and do so at times or prices that are disadvantageous

tmpose restrictions on certain business activities, or

tncrease the prices that it charges for products and services, which could reduce the demand for them.

Differences in financial services regulation can be disadvantageous for JPMorgan Chase’s business.
The content and application of laws and regulations affecting financial services firms sometimes vary according to
factors such as the size of the firm, the jurisdiction in which it is organized or operates, and other criteria. For
example:
darger firms are often subject to more stringent supervision and regulation
financial technology companies and other non-traditional competitors may not be subject to banking regulation, or
may be supervised by a national or state regulatory agency that does not have the same resources or regulatory
priorities as the regulatory agencies which supervise more diversified financial services firms, or
the financial services regulatory framework in a particular jurisdiction may favor financial institutions that are
based in that jurisdiction.
These types of differences in the regulatory framework can result in a firm such as JPMorgan Chase losing market
share to competitors that are less regulated or not subject to regulation, especially with respect to unregulated financial
products.
There can also be significant differences in the ways that similar regulatory initiatives affecting the financial services
industry are implemented in the U.S. and in other countries and regions in which JPMorgan Chase does business. For
example, when adopting rules that are intended to implement a global regulatory initiative or standard, a national
regulator may introduce additional or more restrictive requirements, which can create competitive disadvantages for
financial services firms, such as JPMorgan Chase, that may be subject to those enhanced regulations.
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Legislative and regulatory initiatives outside the U.S. could require JPMorgan Chase to make significant
modifications to its operations and legal entity structure in the relevant countries or regions in order to comply with
those requirements. These include laws and regulations that have been adopted or proposed relating to:

the resolution of financial institutions

the establishment of locally-based intermediate holding companies

the separation (or “ring fencing”) of core banking products and services from markets activities
requirements for executing or settling transactions on exchanges or through central counterparties (“CCPs”)
position limits and reporting rules for derivatives

governance and accountability regimes

conduct of business requirements, and

restrictions on compensation.
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These types of differences in financial services regulation, or inconsistencies or conflicts between laws and regulations
between different jurisdictions, could require JPMorgan Chase to:

divest assets or restructure its operations

absorb increased operational, capital and liquidity costs

change the prices that it charges for its products and services

curtail the products and services that it offers to its customers and clients, or

tncur higher costs for complying with different legal and regulatory frameworks.

Any or all of these factors could harm JPMorgan Chase’s ability to compete against other firms that are not subject to
the same laws and regulations or supervisory oversight, or harm JPMorgan Chase’s businesses, results of operations
and profitability.

Governments in some countries or regions in which JPMorgan Chase does business have adopted laws or regulations
which require JPMorgan Chase subsidiaries that operate in those jurisdictions to maintain minimum amounts of
capital or liquidity on a stand-alone basis. Some regulators outside the U.S. have also proposed that large banks which
conduct certain businesses in their jurisdictions operate through separate subsidiaries located in those jurisdictions.
These requirements, and any future laws or regulations that impose restrictions on the way JPMorgan Chase organizes
its businesses or increase the capital or liquidity requirements that would apply to JPMorgan Chase subsidiaries, could
hinder JPMorgan Chase’s ability to efficiently manage its operations, increase its funding and liquidity costs, and result
in lower profitability.

Heightened regulatory scrutiny of JPMorgan Chase’s businesses has increased its compliance costs and could
result in restrictions on its operations.

JPMorgan Chase’s operations are subject to heightened oversight and scrutiny from regulatory authorities in many
jurisdictions where JPMorgan Chase does business. JPMorgan Chase has paid significant fines, provided other
monetary relief, incurred other penalties and experienced other repercussions in connection with resolving several
investigations and enforcement actions by governmental agencies. JPMorgan Chase could become subject to similar
regulatory resolutions or other actions in the future, and addressing the requirements of any such resolutions or actions
could result in JPMorgan Chase incurring higher operational and compliance costs or needing to comply with other
restrictions.

In connection with resolving specific regulatory investigations or enforcement actions, certain regulators have
required JPMorgan Chase and other financial institutions to admit wrongdoing with respect to the

activities that gave rise to the resolution. These types of admissions can lead to:

ereater exposure in civil litigation

damage to reputation

disqualification from doing business with certain clients or customers, or in specific jurisdictions, or

other direct and indirect adverse effects.

Furthermore, U.S. government officials have demonstrated a willingness to bring criminal actions against financial
institutions and have demanded that institutions plead guilty to criminal offenses or admit other wrongdoing in
connection with resolving regulatory investigations or enforcement actions. Resolutions of this type can have
significant collateral consequences for the subject financial institution, including:

doss of clients, customers and business

restrictions on offering certain products or services, and

{osing permission to operate certain businesses, either temporarily or permanently.

JPMorgan Chase expects that it and other financial services firms will continue to be subject to heightened regulatory
scrutiny and governmental investigations and enforcement actions. JPMorgan Chase also expects that regulators will
continue to insist that financial institutions be penalized for actual or deemed violations of law with formal and
punitive enforcement actions, including the imposition of significant monetary and other sanctions, rather than
resolving these matters through informal supervisory actions. Furthermore, if JPMorgan Chase fails to meet the
requirements of any resolution of a governmental investigation or enforcement action, or to maintain risk and control
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processes that meet the heightened standards established by its regulators, it could be required to:

enter into further resolutions

pay additional regulatory fines, penalties or judgments, or

accept material regulatory restrictions on, or changes in the management of, its businesses.

In these circumstances, JPMorgan Chase could also become subject to other sanctions, or to prosecution or civil
litigation with respect to the conduct that gave rise to an investigation or enforcement action.

The long-term impact of U.S. tax reform legislation is uncertain, and may be affected by regulatory
implementation.

The long-term impact of the Tax Cuts & Jobs Acts (“TCJA”) on JPMorgan Chase and the U.S. economy remains
uncertain. While the enactment of the TCJA has had, and should continue to have, a positive impact on JPMorgan
Chase’s net income, the competitive environment and other

8
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factors will influence the extent to which these benefits are retained by JPMorgan Chase over the longer term, and the
specific impact on JPMorgan Chase’s businesses, products and geographies may vary. In addition, the Treasury
Regulations governing certain TCJA provisions have not been finalized and their ultimate impact on JPMorgan Chase
is uncertain.

Complying with economic sanctions and anti-corruption and anti-money laundering laws and regulations can
increase JPMorgan Chase’s operational and compliance costs and risks.

JPMorgan Chase must comply with economic sanctions and embargo programs administered by the Office of Foreign
Assets Control (“OFAC”) and similar national and multi-national bodies and governmental agencies outside the U.S., as
well as anti-corruption and anti-money laundering laws and regulations throughout the world. JPMorgan Chase can
incur higher costs and face greater compliance risks in structuring and operating its businesses to comply with these
requirements. Furthermore, a violation of a sanction or embargo program or anti-corruption or anti-money laundering
laws and regulations could subject JPMorgan Chase, and individual employees, to regulatory enforcement actions as
well as significant civil and criminal penalties.

JPMorgan Chase’s operations can be constrained in countries with less predictable legal and regulatory
frameworks.

If the legal and regulatory system in a particular country is less established or predictable, this can create a more
difficult environment in which to conduct business. For example, any of the following could hamper JPMorgan
Chase’s operations and reduce its earnings in countries with less established or predictable legal and regulatory
regimes:

the absence of a statutory or regulatory basis or guidance for engaging in specific types of business or transactions
the adoption of conflicting or ambiguous laws and regulations, or the inconsistent application or interpretation of
existing laws and regulations

uncertainty concerning the enforceability of contractual obligations

difficulty in competing in economies in which the government controls or protects all or a portion of the local
economy or specific businesses, or where graft or corruption may be pervasive, and

the threat of arbitrary regulatory investigations, civil litigations or criminal prosecutions, the termination of licenses
required to operate in the local market or the suspension of business relationships with governmental bodies.
Conducting business in countries with less-developed legal and regulatory regimes often requires JPMorgan Chase to

devote significant additional resources to understanding, and monitoring changes in, local laws and regulations, as
well as structuring its operations to comply with local laws and regulations and implementing and administering
related internal policies and procedures. There can be no assurance that JPMorgan Chase will always be successful in
its efforts to conduct its business in compliance with laws and regulations in countries with less predictable legal and
regulatory systems or that JPMorgan Chase will be able to develop effective working relationships with local
regulators.

Requirements for the orderly resolution of JPMorgan Chase could result in JPMorgan Chase having to
restructure or reorganize its businesses.

JPMorgan Chase is required under Federal Reserve and FDIC rules to prepare and submit periodically to those
agencies a detailed plan for rapid and orderly resolution in bankruptcy, without extraordinary government support, in
the event of material financial distress or failure. The agencies’ evaluation of the Firm’s resolution plan may change,
and the requirements for resolution plans may be modified from time to time. Any such determinations or
modifications could result in JPMorgan Chase needing to make changes to its legal entity structure or to certain
internal or external activities, which could increase its funding or operational costs.

If the Federal Reserve and the FDIC were to determine that a resolution plan submitted by JPMorgan Chase has
deficiencies, they could jointly impose more stringent capital, leverage or liquidity requirements or restrictions on
JPMorgan Chase’s growth, activities or operations. After two years, if the deficiencies are not cured, the agencies
could also require that JPMorgan Chase restructure, reorganize or divest assets or businesses in ways that could
materially and adversely affect JPMorgan Chase’s operations and strategy.

Holders of JPMorgan Chase & Co.’s debt and equity securities will absorb losses if it were to enter into a
resolution.
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Federal Reserve rules require that JPMorgan Chase & Co. (the “Parent Company’) maintain minimum levels of
unsecured external long-term debt and other loss-absorbing capacity with specific terms (“eligible LTD”) for purposes
of recapitalizing JPMorgan Chase’s operating subsidiaries if the Parent Company were to enter into a resolution either:
tn a bankruptcy proceeding under Chapter 11 of the U.S. Bankruptcy Code, or

tn a receivership administered by the FDIC under Title II of the Dodd-Frank Act (“Title II”’).

If the Parent Company were to enter into a resolution, holders of eligible LTD and other debt and equity securities of
the Parent Company will absorb the losses of the Parent Company and its subsidiaries.

9
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The preferred “single point of entry” strategy under JPMorgan Chase’s resolution plan contemplates that only the Parent
Company would enter bankruptcy proceedings. JPMorgan Chase’s subsidiaries would be recapitalized, as needed, so
that they could continue normal operations or subsequently be divested or wound down in an orderly manner. As a
result, the Parent Company’s losses and any losses incurred by its subsidiaries would be imposed first on holders of the
Parent Company’s equity securities and thereafter on its unsecured creditors, including holders of eligible LTD and
other debt securities. Claims of holders of those securities would have a junior position to the claims of creditors of
JPMorgan Chase’s subsidiaries and to the claims of priority (as determined by statute) and secured creditors of the
Parent Company.

Accordingly, in a resolution of the Parent Company in bankruptcy, holders of eligible LTD and other debt securities

of the Parent Company would realize value only to the extent available to the Parent Company as a shareholder of
JPMorgan Chase Bank, N.A. and its other subsidiaries, and only after any claims of priority and secured creditors of
the Parent Company have been fully repaid.

The FDIC has similarly indicated that a single point of entry recapitalization model could be a desirable strategy to
resolve a systemically important financial institution, such as the Parent Company, under Title II. However, the FDIC
has not formally adopted a single point of entry resolution strategy.

If the Parent Company were to approach, or enter into, a resolution, none of the Parent Company, the Federal Reserve
or the FDIC is obligated to follow JPMorgan Chase’s preferred strategy, and losses to holders of eligible LTD and
other debt and equity securities of the Parent Company, under whatever strategy is ultimately followed, could be
greater than they might have been under JPMorgan Chase’s preferred strategy.

Political

The expected departure of the U.K. from the EU could negatively affect JPMorgan Chase’s business, results of
operations and operating model.

It remains highly uncertain how the expected departure of the U.K. from the EU, which is commonly referred to as
“Brexit,” will affect financial services firms such as JPMorgan Chase that conduct substantial operations in the EU from
legal entities that are organized in or operating from the U.K. It is possible that the U.K. will depart from the EU in
March 2019 without any agreement having been reached between the U.K. and the EU concerning whether or to what
extent U.K.-based firms may conduct financial services activities within the EU. It is also possible that any agreement
reached between the U.K. and the EU may, depending on the final outcome of the ongoing negotiations and related
legislative developments:

tmpede the ability of U.K.-based financial services firms to conduct business in the EU

fail to address significant unresolved issues relating to the cross-border conduct of financial services activities, or
apply only temporarily.

JPMorgan Chase has been making the necessary modifications to its legal entity structure and operations in the EU,
the locations in which it operates and the staffing in those locations to address the expected departure of the U.K. from
the EU, including the possibility that the U.K. may depart from the EU in March 2019 without a withdrawal
agreement in place. If the U.K. departs from the EU with no withdrawal agreement having been reached, the types of
structural and operational changes that JPMorgan Chase is in the process of making to its European operations will
result in JPMorgan Chase having to sustain a more fragmented operating model across its U.K., EU and other
operating entities. Due to considerations such as operating expenses, liquidity, leverage and capital, the modified
European operating framework will be more complex, less efficient and more costly than would otherwise have been
the case. JPMorgan Chase may experience these types of inefficiencies in its business and operations even if a
withdrawal agreement is reached, for example in the event that during the transition period contemplated by such an
agreement, the U.K. and the EU fail to reach further agreement on future trade relationships between the U.K. and the
EU, or if any other outcome persists that does not assure ongoing access for U.K.-based financial services firms to the
EU market.

A disorderly departure of the U.K. from the EU, or the unexpected consequences of any departure, could have
significant and immediate destabilizing effects on cross-border financial services activities, depending on
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circumstances that may exist following such a withdrawal, including:

the possibility that clients and counterparties of financial institutions are not positioned to continue to do business
through EU-based legal entities

reduction or fragmentation of market liquidity that may be caused if trading venues or CCPs currently based in the
U.K. have not completed arrangements to conduct operations from the EU either immediately or, if authorized to
continue to operate from the U.K. on a transitional basis, after any transitional relief has expired

uncertainties concerning the application and interpretation of laws and regulations relating to cross-border financial
services activities

inability to engage in certain capital markets activities through EU-based legal entities to the extent that licenses or
temporary permission to engage in such activities have not been granted timely by local regulators, and

10
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dack of legal certainty concerning the treatment of existing transactions.

Any or all of the above factors could have an adverse effect on the overall operation of the European financial services
market as well as JPMorgan Chase’s business, operations and earnings in the U.K., the EU and globally.

Economic uncertainty or instability caused by political developments can hurt JPMorgan Chase’s businesses.
The economic environment and market conditions in which JPMorgan Chase operates continue to be uncertain due to
political developments in the U.S. and other countries. Certain policy initiatives and proposals could cause a
contraction in U.S. and global economic growth and higher volatility in the financial markets, including:

tnability to reach political consensus to keep the U.S. government open and funded

tsolationist foreign policies

the introduction of tariffs and other protectionist trade policies, or

the possible withdrawal or reduction of government support for the Federal National Mortgage Association and the
Federal Home Loan Mortgage Corporation (together, the “GSEs”).

These types of political developments, and uncertainty about the possible outcomes of these developments, could:
erode investor confidence in the U.S. economy and financial markets, which could potentially undermine the status of
the U.S. dollar as a safe haven currency

provoke retaliatory countermeasures by other countries and otherwise heighten tensions in diplomatic relations
increase concerns about whether the U.S. government will be funded, and its outstanding debt serviced, at any
particular time, and

result in periodic shutdowns of the U.S. government or governments in other countries.

These factors could lead to:

ereater market volatility

{arge-scale sales of government debt and other debt and equity securities in the U.S. and other countries

the widening of credit spreads

tnflationary pressures

{ower investment growth, and

other market dislocations.

Any of these potential outcomes could cause JPMorgan Chase to suffer losses on its market-making positions or in its
investment securities portfolio, reduce its liquidity and capital levels, hamper its ability to deliver products and

services to its clients and customers, and weaken its results of operations and financial condition.

Market

JPMorgan Chase’s businesses are materially affected by economic and market events and conditions.
JPMorgan Chase’s results of operations can be negatively affected by adverse changes in any of the following:
tnvestor, consumer and business sentiment

events that reduce confidence in the financial markets

tnflation or deflation

high unemployment or, conversely, a tightening labor market

the availability and cost of capital and credit

monetary and fiscal policies and actions taken by the Federal Reserve and other central banks or governmental
authorities, including any suspension or reversal of large-scale asset purchases

¢rade policies implemented by governmental authorities

the economic effects of natural disasters, severe weather conditions, health emergencies or pandemics, cyberattacks,
outbreaks of hostilities, terrorism or other geopolitical instabilities, and

the health of the U.S. and global economies.

JPMorgan Chase’s consumer businesses can be negatively affected by adverse economic conditions.
JPMorgan Chase’s consumer businesses are particularly affected by U.S. and global economic conditions, including:
tnterest rates

the rates of inflation and unemployment

housing prices

the level of consumer and small business confidence
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changes in consumer spending or in the level of consumer debt, and

the number of personal bankruptcies.

A rapid increase in interest rates could negatively affect consumer credit performance to the extent that consumers are
less able to service their debts. Sustained low growth, inflationary pressures or recessionary conditions could diminish
customer demand for the products and services offered by JPMorgan Chase’s consumer businesses. These conditions
could also increase the cost to provide those products and services. Adverse economic conditions could also lead to an
increase in delinquencies and higher net charge-offs, which can reduce JPMorgan Chase’s earnings. These
consequences could be significantly worse in certain geographies where high levels of unemployment have resulted
from declining industrial or manufacturing activity,
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or where high levels of consumer debt, such as outstanding student loans, impair the ability of customers to pay their
other consumer loan obligations.
JPMorgan Chase’s earnings from its consumer businesses could also be adversely affected by governmental policies
and actions that affect consumers, including:
policies and initiatives relating to medical insurance, education, immigration and employment status
the inability to reach political consensus to keep the U.S. government open and funded, and
policies aimed at the economy more broadly, such as infrastructure spending and global trade, which could result in
higher inflation or reductions in consumer disposable income.
In addition, governmental proposals to permit student loan obligations to be discharged in bankruptcy proceedings
could, if enacted into law, encourage certain of JPMorgan Chase’s customers to declare personal bankruptcy and
thereby trigger defaults and charge-offs of credit card and other consumer loans extended to those customers.
Unfavorable market and economic conditions can have an adverse effect on JPMorgan Chase’s wholesale
businesses.
In JPMorgan Chase’s wholesale businesses, market and economic factors can affect the volume of transactions that
JPMorgan Chase executes for its clients or for which it advises clients, and, therefore, the revenue that JPMorgan
Chase receives from those transactions. These factors can also influence the willingness of other financial institutions
and investors to participate in capital markets transactions that JPMorgan Chase manages, such as loan syndications or
securities underwritings. Furthermore, if a significant and sustained deterioration in market conditions were to occur,
the profitability of JPMorgan Chase’s capital markets businesses could be reduced to the extent that those businesses:
carn less fee revenue due to lower transaction volumes, including when clients are unwilling or unable to refinance
their outstanding debt obligations in unfavorable market conditions
dispose of portions of credit commitments, such as loan syndications or securities underwritings, at a loss, or

hold larger residual positions in credit commitments that cannot be sold at favorable

prices.
An adverse change in market conditions in particular segments of the economy, such as a sudden and severe downturn
in oil and gas prices or an increase in commodity prices, could have a material adverse effect on clients of JPMorgan
Chase whose operations or financial condition are directly or indirectly dependent on the health or stability of those
market segments, as well as clients that are engaged in related businesses. JPMorgan Chase could incur losses on its
loans and other credit commitments to clients that operate in, or are dependent on, any sector of the economy that is
under stress.

The fees that JPMorgan Chase earns from managing client assets or holding assets under custody for clients could be
diminished by declining asset values or other adverse macroeconomic conditions. For example, higher interest rates or
a downturn in financial markets could affect the valuations of client assets that JPMorgan Chase manages or holds
under custody, which, in turn, could affect JPMorgan Chase’s revenue from fees that are based on the amount of assets
under management or custody. Similarly, adverse macroeconomic or market conditions could prompt outflows from
JPMorgan Chase funds or accounts, or cause clients to invest in products that generate lower revenue. Substantial and
unexpected withdrawals from a JPMorgan Chase fund can also hamper the investment performance of the fund,
particularly if the outflows create the need for the fund to dispose of fund assets at disadvantageous times or prices,
and could lead to further withdrawals based on the weaker investment performance.

An economic downturn that results in lower consumer and business spending could also have a negative impact on
certain of JPMorgan Chase’s wholesale clients, and thereby diminish JPMorgan Chase’s earnings from its wholesale
operations. For example, the businesses of certain of JPMorgan Chase’s wholesale clients are dependent on consistent
streams of rental income from commercial real estate properties which are owned or being built by those clients.
Severe and sustained adverse economic conditions could reduce the rental cash flows that owners or developers
receive from those properties which, in turn, could depress the values of the properties and impair the ability of
borrowers to service or refinance their commercial real estate loans. These consequences could result in JPMorgan
Chase experiencing higher delinquencies, defaults and write-offs within its commercial real estate loan portfolio and
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incurring higher costs for servicing a larger volume of delinquent loans in that portfolio, thereby reducing JPMorgan
Chase’s earnings from its wholesale businesses.

JPMorgan Chase’s investment securities portfolio and market-making positions can suffer losses due to adverse
economic, market and political events and conditions.

JPMorgan Chase generally maintains positions in various fixed income instruments in its investment securities
portfolio, and positions in various fixed income, currency, commodity, credit and equity instruments as part of its
market-making activities. Market-making positions are intended to facilitate demand from JPMorgan Chase’s clients
for these instruments and to provide liquidity for clients. The value of the positions that JPMorgan Chase holds can be
significantly affected by factors such as:

JPMorgan Chase’s ability to effectively hedge market and other risks on its positions

changes in the levels and volatility of interest rates, credit spreads, and market prices for currencies, equities and
commodities, and the duration of any changes in levels or volatility, and

12
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the availability of liquidity in the capital markets.

All of these are affected by global economic, market and political events and conditions, as well as regulatory
restrictions on market-making activities.

JPMorgan Chase’s investment securities portfolio and market-making businesses can also suffer losses due to
unanticipated market events, including:

severe declines in asset values

unexpected credit events

unforeseen events or conditions that may cause previously uncorrelated factors to become correlated (and vice versa),
or

other market risks that may not have been appropriately taken into account in the development, structuring or pricing
of a financial instrument.

If JPMorgan Chase experiences significant losses in its investment securities portfolio or from market-making
activities, this could reduce JPMorgan Chase’s profitability and its liquidity and capital levels, and thereby constrain
the growth of its businesses.

Changes in interest rates and credit spreads can adversely affect certain of JPMorgan Chase’s revenue and
income streams.

JPMorgan Chase can generally be expected to earn higher net interest income when interest rates are increasing.
However, higher interest rates can also lead to:

fewer originations of commercial and residential real estate loans

{osses on underwriting exposures

tower returns on JPMorgan Chase’s investment securities portfolio

the loss of deposits to the extent that JPMorgan Chase makes incorrect assumptions about depositor behavior

lower net interest income if central banks introduce interest rate increases more quickly than anticipated and this
results in a misalignment in the pricing of short-term and long-term borrowings, and

{ess liquidity in the financial markets and higher funding costs.

All of these outcomes could adversely affect JPMorgan Chase’s revenues and its liquidity and capital levels. Higher
interest rates can also negatively affect the payment performance on loans within JPMorgan Chase’s consumer and
wholesale loan portfolios that are linked to variable interest rates. If borrowers of variable rate loans are unable to
afford higher interest payments, those borrowers may reduce or stop making payments, thereby causing JPMorgan
Chase to incur losses and increased operational costs related to servicing a higher volume of delinquent loans.

On the other hand, a low interest rate environment may cause:

net interest margins to be compressed, which could reduce the amounts that JPMorgan Chase earns on its investment
securities portfolio to the extent that it is unable to reinvest contemporaneously in higher-yielding instruments, and

a reduction in the value of JPMorgan Chase’s mortgage servicing rights (“MSRs”) asset, thereby decreasing revenues.
When credit spreads widen, it becomes more expensive for JPMorgan Chase to borrow. JPMorgan Chase’s credit
spreads may widen or narrow not only in response to events and circumstances that are specific to JPMorgan Chase
but also as a result of general economic and geopolitical events and conditions. Changes in JPMorgan Chase’s credit
spreads will affect, positively or negatively, JPMorgan Chase’s earnings on certain liabilities, such as derivatives, that
are recorded at fair value.

JPMorgan Chase’s results may be materially affected by market fluctuations and significant changes in the
value of financial instruments.

The value of securities, derivatives and other financial instruments which JPMorgan Chase owns or in which it makes
markets can be materially affected by market fluctuations. Market volatility, illiquid market conditions and other
disruptions in the financial markets may make it extremely difficult to value certain financial instruments, particularly
during periods of market displacement. Subsequent valuations of financial instruments in future periods, in light of
factors then prevailing, may result in significant changes in the value of these instruments. In addition, at the time of
any disposition of these financial instruments, the price that JPMorgan Chase ultimately realizes will depend on the
demand and liquidity in the market at that time and may be materially lower than their current fair value. Any of these
factors could cause a decline in the value of financial instruments which JPMorgan Chase owns or in which it makes
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markets, which may have an adverse effect on JPMorgan Chase’s results of operations.

Under extreme market conditions, hedging and other risk management strategies may not be as effective at mitigating
losses as they would be under more normal market conditions. Furthermore, under these conditions, market
participants are particularly exposed to trading strategies employed by many market participants simultaneously and
on a large scale. JPMorgan Chase’s risk management and monitoring processes seek to quantify and mitigate risk to
more extreme market moves. However, severe market events have historically been difficult to predict and JPMorgan
Chase could realize significant losses if extreme market events were to occur.
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Credit

JPMorgan Chase can be adversely affected by the financial condition of clients, counterparties, custodians and
CCPs.

JPMorgan Chase routinely executes transactions with brokers and dealers, commercial and investment banks, mutual
and hedge funds, investment managers and other types of financial institutions. Many of these transactions expose
JPMorgan Chase to the credit risk of its clients and counterparties, and can involve JPMorgan Chase in disputes and
litigation in the event that a client or counterparty defaults. JPMorgan Chase can also be subject to losses or liability
where a financial institution that it has appointed to provide custodial services for client assets or funds becomes
insolvent as a result of fraud or the failure to abide by existing laws and obligations, including under the EU
Alternative Investment Fund Managers Directive.

A default by a CCP through which JPMorgan Chase executes contracts would require JPMorgan Chase to replace
those contracts, thereby increasing its operational costs and potentially resulting in losses. JPMorgan Chase can also
be exposed to losses if a member of a CCP in which JPMorgan Chase is also a member defaults on its obligations to
the CCP because of requirements that each member of the CCP absorb a portion of those losses.

Disputes may arise with counterparties to derivatives contracts with regard to the terms, the settlement procedures or
the value of underlying collateral. The disposition of those disputes could cause JPMorgan Chase to incur unexpected
transaction, operational and legal costs, or result in credit losses. These consequences can also impair JPMorgan
Chase’s ability to effectively manage its credit risk exposure from its market activities, or cause harm to JPMorgan
Chase’s reputation.

JPMorgan Chase’s businesses can be harmed by the insolvency of a significant market participant.

The failure of a significant market participant, such as a major financial institution or a CCP, or concerns about the
creditworthiness of such a market participant, can have a cascading effect within the financial markets. JPMorgan
Chase’s businesses could be significantly disrupted by such an event, particularly if it leads to other market participants
incurring significant losses, experiencing liquidity issues or defaulting. These risks could be magnified in the event of
the default, insolvency or resolution of a major global financial counterparty, as JPMorgan Chase is likely to have
significant interrelationships with, and credit exposure to, such a counterparty, and would seek to unwind or hedge
positions in securities, derivatives and other obligations in multiple jurisdictions during a period of heightened market
volatility.

JPMorgan Chase’s clearing services business is exposed to the risk of client or counterparty default.

As part of its clearing services activities, JPMorgan Chase is a member of several CCPs. In the event that another
member of such an organization defaults on its obligations to the CCP, JPMorgan Chase may be required to pay a
portion of any losses incurred by the CCP as a result of that default. As a clearing member, JPMorgan Chase is also
exposed to the risk of nonperformance by its clients, which it seeks to mitigate by requiring clients to provide
adequate collateral. JPMorgan Chase is exposed to intra-day credit risk of its clients in connection with providing cash
management, clearing, custodial and other transaction services to those clients. If a client for which JPMorgan Chase
provides these services becomes bankrupt or insolvent, JPMorgan Chase may incur losses, become involved in
disputes and litigation with one or more CCPs, the client’s bankruptcy estate and other creditors, or be subject to
regulatory investigations. All of the foregoing events can increase JPMorgan Chase’s operational and litigation costs,
and JPMorgan Chase may suffer losses to the extent that any collateral that it has received is insufficient to cover
those losses. JPMorgan Chase can also be subject to bearing its share of nondefault losses incurred by a CCP due to a
business or operational failure affecting the CCP, including due to a cyberattack, litigation, fraud or a systems failure.
JPMorgan Chase may suffer losses if the value of collateral declines in stressed market conditions.

During periods of market stress or illiquidity, JPMorgan Chase’s credit risk may be further increased when JPMorgan
Chase cannot realize the fair value of the collateral held by it or when collateral is liquidated at prices that are not
sufficient to recover the full amount of the loan, derivative or other exposure due to it. Furthermore, disputes with
counterparties concerning the valuation of collateral may increase in times of significant market stress, volatility or
illiquidity, and JPMorgan Chase could suffer losses during these periods if it is unable to realize the fair value of
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collateral or to manage declines in the value of collateral.
JPMorgan Chase could incur significant losses arising from concentrations of credit and market risk.
JPMorgan Chase is exposed to greater credit and market risk to the extent that groupings of its clients or
counterparties:

engage in similar or related businesses, or in businesses in related

industries
do business in the same geographic region, or
have business profiles, models or strategies that could cause their ability to meet their obligations to be similarly
affected by changes in economic conditions.
For example, a significant deterioration in the credit quality of one of JPMorgan Chase’s borrowers or counterparties
could lead to concerns about the creditworthiness of other
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borrowers or counterparties in similar, related or dependent industries. This type of interrelationship could exacerbate
JPMorgan Chase’s credit, liquidity and market risk exposure and potentially cause it to incur losses, including fair
value losses in its market-making businesses.

Similarly, challenging economic conditions that affect a particular industry or geographic area could lead to concerns
about the credit quality of JPMorgan Chase’s borrowers or counterparties not only in that particular industry or
geography but in related or dependent industries, wherever located. These conditions could also heighten concerns
about the ability of customers of JPMorgan Chase’s consumer businesses who live in those areas or work in those
affected industries or related or dependent industries to meet their obligations to JPMorgan Chase. JPMorgan Chase
regularly monitors various segments of its credit and market risk exposures to assess the potential risks of
concentration or contagion, but its efforts to diversify or hedge its exposures against those risks may not be successful.
JPMorgan Chase’s consumer businesses can also be harmed by an excessive expansion of consumer credit by bank or
non-bank competitors. Heightened competition for certain types of consumer loans could prompt industry-wide
reactions such as significant reductions in the pricing or margins of those loans or the making of loans to
less-creditworthy borrowers. If large numbers of consumers subsequently default on their loans, whether due to weak
credit profiles, an economic downturn or other factors, this could impair their ability to repay obligations owed to
JPMorgan Chase and result in higher charge-offs and other credit-related losses. More broadly, widespread defaults on
consumer debt could lead to recessionary conditions in the U.S. economy, and JPMorgan Chase’s consumer businesses
may earn lower revenues in such an environment.

Disruptions in the liquidity or transparency of the financial markets could cause JPMorgan Chase to be unable to sell,
syndicate or realize the value of its positions in various debt instruments, loans, derivatives and other obligations, and
thereby lead to increased risk concentrations. If JPMorgan Chase is unable to reduce positions effectively during a
market dislocation, this can increase both the market and credit risks associated with those positions and the level of
risk-weighted assets (“RWA”) that JPMorgan Chase holds on its balance sheet. These factors could increase JPMorgan
Chase’s capital requirements and funding costs and adversely affect the profitability of JPMorgan Chase’s businesses.
Liquidity

Liquidity is critical to JPMorgan Chase’s ability to fund and operate its businesses.

JPMorgan Chase’s liquidity could be impaired at any given time by factors such as:

market-wide illiquidity or disruption

unforeseen cash or capital requirements

tnability to sell assets, or to sell assets at favorable times or prices

default by a CCP or other significant market participant

uananticipated outflows of cash or collateral

uanexpected loss of consumer deposits caused by changes in consumer behavior, and

dack of market or customer confidence in JPMorgan Chase or financial institutions in general.

A diminution of JPMorgan Chase’s liquidity may be caused by events over which it has little or no control. For
example, during the 2008-2009 financial crisis, periods of low investor confidence and significant market illiquidity
resulted in higher funding costs for JPMorgan Chase and limited its access to some of its traditional sources of
liquidity, including securitized debt issuances. There is no assurance that severe conditions of this type will not occur
in the future.

JPMorgan Chase may need to raise funding from alternative sources if its access to stable and lower-cost sources of
funding, such as deposits and borrowings from Federal Home Loan Banks, is reduced. Alternative sources of funding
could be more expensive or limited in availability. JPMorgan Chase’s funding costs could also be negatively affected
by actions that JPMorgan Chase may take in order to:

satisfy applicable liquidity coverage ratio and net stable funding ratio requirements

address obligations under its resolution plan, or

satisfy regulatory requirements in jurisdictions outside the U.S. relating to the pre-positioning of liquidity in
subsidiaries that are material legal entities.

More generally, if JPMorgan Chase fails to effectively manage its liquidity, this could constrain its ability to fund or
invest in its businesses, and thereby adversely affect its results of operations.
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JPMorgan Chase & Co. is a holding company and depends on the cash flows of its subsidiaries to make
payments on its outstanding securities.

JPMorgan Chase & Co. is a holding company that holds the stock of JPMorgan Chase Bank, N.A. and an intermediate
holding company, JPMorgan Chase Holdings LL.C (the “IHC”). The IHC in turn holds the stock of substantially all of
JPMorgan Chase’s subsidiaries other than JPMorgan Chase Bank, N.A. and its subsidiaries. The IHC also owns other
assets and intercompany indebtedness owing to the holding company.

The holding company is obligated to contribute to the IHC substantially all the net proceeds received from securities
issuances (including issuances of senior and subordinated debt securities and of preferred and common stock).

The ability of JPMorgan Chase Bank, N.A. and the IHC to make payments to the holding company is also
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limited. JPMorgan Chase Bank, N.A. is subject to restrictions on its dividend distributions, as well as capital adequacy
and liquidity requirements and other regulatory restrictions on its ability to make payments to the holding company.
The IHC is prohibited from paying dividends or extending credit to the holding company if certain capital or liquidity
“thresholds” are breached or if limits are otherwise imposed by JPMorgan Chase’s management or Board of Directors.
As a result of these arrangements, the ability of the holding company to make various payments is dependent on its
receiving dividends from JPMorgan Chase Bank, N.A. and dividends and extensions of credit from the IHC. These
limitations could affect the holding company’s ability to:

pay interest on its debt securities

pay dividends on its equity securities

redeem or repurchase outstanding securities, and

fulfill its other payment obligations.

These regulatory restrictions and limitations could also result in the holding company seeking protection under
bankruptcy laws at a time earlier than would have been the case absent the existence of the capital and liquidity
thresholds to which the IHC is subject.

Reductions in JPMorgan Chase’s credit ratings may adversely affect its liquidity and cost of funding.
JPMorgan Chase & Co. and certain of its principal subsidiaries are rated by credit rating agencies. Rating agencies
evaluate both general and firm-specific and industry-specific factors when determining credit ratings for a particular
financial institution, including:

expected future profitability

risk management practices

{egal expenses

ratings differentials between bank holding companies and their bank and non-bank subsidiaries

regulatory developments

assumptions about government support, and

economic and geopolitical trends

JPMorgan Chase closely monitors and manages, to the extent that it is able, factors that could influence its credit
ratings. However, there is no assurance that JPMorgan Chase’s credit ratings will not be lowered in the

future. Furthermore, any such downgrade could occur at times of broader market instability when JPMorgan Chase’s
options for responding to events may be more limited and general investor confidence is low.

A reduction in JPMorgan Chase’s credit ratings could curtail JPMorgan Chase’s business activities and reduce its
profitability in a number of ways, including:

reducing its access to capital markets

materially increasing its cost of issuing and servicing securities

triggering additional collateral or funding requirements, and

decreasing the number of investors and counterparties that are willing or permitted to do business with or lend to
JPMorgan Chase.

Any rating reduction could also increase the credit spreads charged by the market for taking credit risk on JPMorgan
Chase & Co. and its subsidiaries. This could, in turn, adversely affect the value of debt and other obligations of
JPMorgan Chase & Co. and its subsidiaries.

The regulation, reform and replacement of benchmark rates could have adverse consequences on JPMorgan
Chase’s securities issuances and its capital markets and investment activities.

Interest rate, equity, foreign exchange rate and other types of indices which are deemed to be “benchmarks,” including
those in widespread and long-standing use, have been the subject of ongoing international, national and other
regulatory scrutiny and initiatives and proposals for reform. Some of these reforms are already effective while others
are still to be implemented or are under consideration. These reforms may cause benchmarks to perform differently
than in the past, or to disappear entirely, or have other consequences which cannot be fully anticipated.

Any of the benchmark reforms which have been proposed or implemented, or the general increased regulatory

115



Edgar Filing: JPMORGAN CHASE & CO - Form 10-K

scrutiny of benchmarks, could also increase the costs and risks of administering or otherwise participating in the
setting of benchmarks and complying with regulations or requirements relating to benchmarks. Such factors may have
the effect of discouraging market participants from continuing to administer or contribute to certain benchmarks,
trigger changes in the rules or methodologies used in certain benchmarks or lead to the disappearance of certain
benchmarks.

Any of these developments, and any future initiatives to regulate, reform or change the administration of benchmarks,
could result in adverse consequences to the return on, value of and market for loans, mortgages, securities, derivatives
and other financial instruments whose returns are linked to any such benchmark, including those issued, funded or
held by JPMorgan Chase.

Various regulators, industry bodies and other market participants in the U.S. and other countries are engaged in
initiatives to develop, introduce and encourage the use of alternative rates to replace certain benchmarks. There is no
assurance that these new rates will be accepted or widely used by market participants, or that the characteristics of any
of these new rates will be similar to, or produce the economic equivalent of, the benchmarks that they seek to replace.
If a particular benchmark were to be discontinued and an alternative rate has not been successfully introduced to
replace that benchmark, this could result in widespread
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dislocation in the financial markets, engender volatility in the pricing of securities, derivatives and other instruments,
and suppress capital markets activities, all of which could have adverse effects on JPMorgan Chase’s results of
operations. In addition, the transition of a particular benchmark to a replacement rate could affect hedge accounting
relationships between financial instruments linked to that benchmark and any related derivatives, which could
adversely affect JPMorgan Chase’s results.

On July 27, 2017, the Chief Executive of the U.K. Financial Conduct Authority (the “FCA”), which regulates the
London interbank offered rate (“LIBOR”), announced that the FCA will no longer persuade or compel banks to submit
rates for the calculation of the LIBOR benchmark after 2021. This announcement indicates that the continuation of
LIBOR on the current basis cannot be guaranteed after 2021, and there is a substantial risk that LIBOR will be
discontinued or modified by 2021. Vast amounts of loans, mortgages, securities, derivatives and other financial
instruments are linked to the LIBOR benchmark, and any failure by market participants and regulators to successfully
introduce benchmark rates to replace LIBOR and implement effective transitional arrangements to address the
discontinuation of LIBOR could, as noted above, result in disruption in the financial markets, suppress capital markets
activities and give rise to litigation claims, all of which could have a negative impact on JPMorgan Chase’s results of
operations and on LIBOR-linked securities or other instruments which are issued, funded or held by JPMorgan Chase.
Operational

JPMorgan Chase’s businesses are highly dependent on the effectiveness of its operational systems and those of
other market participants.

JPMorgan Chase’s businesses rely comprehensively on the ability of JPMorgan Chase’s financial, accounting,
transaction execution, data processing and other operational systems to process, record, monitor and report a large
number of transactions on a continuous basis, and to do so accurately, quickly and securely. In addition to proper
design, installation, maintenance and training, the effective functioning of JPMorgan Chase’s operational systems
depends on:

the quality of the information contained in those systems, as inaccurate, outdated or corrupted data can significantly
compromise the functionality or reliability of a particular system and other systems to which it transmits or from
which it receives information, and

JPMorgan Chase’s ability to appropriately maintain and upgrade its systems on a regular basis, and to ensure that any
changes introduced to its systems are managed carefully to ensure security and operational continuity and adhere to
all applicable legal and regulatory requirements.

JPMorgan Chase also depends on its ability to access and use the operational systems of its vendors, custodians and

other market participants, including clearing and payment systems, CCPs, securities exchanges and data processing,
security and technology companies.
The ineffectiveness, failure or other disruption of operational systems upon which JPMorgan Chase depends,
including due to a systems malfunction, cyberbreach or other systems failure, could result in unfavorable ripple effects
in the financial markets and for JPMorgan Chase and its clients and customers, including:
delays or other disruptions in providing information, services and liquidity to clients and
customers
the inability to settle transactions or obtain access to funds and other assets
the possibility that funds transfers, capital markets trades or other transactions are executed erroneously, illegally or
with unintended consequences
financial losses, including due to loss-sharing requirements of CCPs, payment systems or other market infrastructures,
or as possible restitution to clients and customers
higher operational costs associated with replacing services provided by a system that is unavailable
client or customer dissatisfaction with JPMorgan Chase’s products and
services
loss of confidence in the ability of JPMorgan Chase, or financial institutions generally, to protect against and
withstand operational disruptions, or
harm to JPMorgan Chase’s reputation.
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As the speed, frequency, volume, interconnectivity and complexity of transactions continues to increase, it becomes
more challenging to effectively maintain and upgrade JPMorgan Chase’s operational systems and infrastructure,
especially due to the heightened risks that:

errors made by JPMorgan Chase or another market participant, whether inadvertent or malicious, cause widespread
system disruption

isolated or seemingly insignificant errors in operational systems compound, or migrate to other systems over time, to
become larger issues

failures in synchronization or encryption software, or degraded performance of microprocessors due to design flaws,
could cause disruptions in operational systems, or the inability of systems to communicate with each other, and

third parties attempt to block the use of key technology solutions by claiming that the use infringes on their
intellectual property rights.

If JPMorgan Chase’s operational systems, or those of external parties on which JPMorgan Chase’s businesses depend,
are unable to meet the demanding standards of JPMorgan Chase’s businesses and operations, or if they fail
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or have other significant shortcomings, JPMorgan Chase could be materially and adversely affected.

JPMorgan Chase can be negatively affected if it fails to identify and address operational risks associated with
the introduction of or changes to products, services and delivery platforms.

When JPMorgan Chase launches a new product or service, introduces a new platform for the delivery or distribution
of products or services (including mobile connectivity, electronic trading and cloud computing), or makes changes to
an existing product, service or delivery platform, it may not fully appreciate or identify new operational risks that may
arise from those changes, or may fail to implement adequate controls to mitigate the risks associated with those
changes. For example, ineffective controls over newly-developed electronic trading platforms could inadvertently
permit the rapid build-up of unexpected, abnormal or unusually large positions in securities or other financial
instruments, or fail to anticipate or address a downturn in market liquidity which leads to sudden or severe changes in
asset prices. Any significant failure to identify and mitigate operational risks associated with new products or services
or new platforms for delivering or distributing products or services, or changes to existing products, services or
delivery platforms, could diminish JPMorgan Chase’s ability to operate one or more of its businesses or result in:
potential liability to clients, counterparties and customers

tncreased operating expenses

higher litigation costs, including regulatory fines, penalties and other sanctions

damage to JPMorgan Chase’s reputation

tmpairment of JPMorgan Chase’s liquidity

regulatory intervention, or

weaker competitive standing.

Any of the foregoing consequences could materially and adversely affect JPMorgan Chase’s businesses and results of
operations.

JPMorgan Chase’s connections to external operational systems expose it to greater operational risks.

External operational systems with which JPMorgan is connected, whether directly or indirectly, can be sources of
operational risk to JPMorgan Chase. JPMorgan Chase may be exposed not only to a systems failure that may be
experienced by a vendor or market infrastructure with which JPMorgan Chase is directly connected, but also to a
systems breakdown of another party to which such a vendor or infrastructure is connected. Similarly, retailers, data
aggregators and other external parties with which JPMorgan Chase’s customers do business can increase JPMorgan
Chase’s operational risk. This is particularly the case where activities of customers or those parties are beyond
JPMorgan Chase’s security and control systems,

including through the use of the internet, personal smart phones and other mobile devices or services.

If an external party obtains access to customer account data on JPMorgan Chase’s systems, and that party experiences
a cyberbreach of its own systems or misappropriates that data, this could result in a variety of negative outcomes for
JPMorgan Chase and its clients and customers, including:

heightened risk that external parties will be able to execute fraudulent transactions using JPMorgan Chase’s systems
losses from fraudulent transactions, as well as potential liability for losses that exceed thresholds established in
consumer protection laws and regulations

tncreased operational costs to remediate the consequences of the external party’s security breach, and

harm to reputation arising from the perception that JPMorgan Chase’s systems may not be secure.

As JPMorgan Chase’s interconnectivity with clients, customers and other external parties expands, JPMorgan Chase
increasingly faces the risk of operational failure with respect to the systems of those parties. Security breaches
affecting JPMorgan Chase’s clients or customers, or systems breakdowns or failures, security breaches or human error
or misconduct affecting other external parties, may require JPMorgan Chase to take steps to protect the integrity of its
own operational systems or to safeguard confidential information, including restricting the access of customers to their
accounts. These actions can increase JPMorgan Chase’s operational costs and potentially diminish customer
satisfaction.

Furthermore, the widespread and expanding interconnectivity among financial institutions, central agents, CCPs,
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payment processors, securities exchanges, clearing houses and other financial market infrastructures increases the risk
that an operational failure at one institution or entity may cause an industry-wide operational failure that could
materially affect JPMorgan Chase’s ability to conduct business.

JPMorgan Chase’s operations depend on the competence and integrity of its employees and those of external
parties.

JPMorgan Chase’s ability to operate its businesses efficiently and profitably, and to offer products and services that
meet the expectations of its clients and customers, is highly dependent on the competence and trustworthiness of its
employees, as well as employees of other parties on which JPMorgan Chase’s operations rely, including vendors,
custodians and financial markets infrastructures. JPMorgan Chase’s businesses could be materially and adversely
affected by a significant operational breakdown or failure, theft, fraud or other unlawful conduct, or other negative
outcomes caused by human error or misconduct by an
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employee of JPMorgan Chase or of another party on which JPMorgan Chase’s operations depend.
JPMorgan Chase faces substantial legal and operational risks in safeguarding personal information.
JPMorgan Chase’s businesses are subject to complex and evolving laws and regulations, both within and outside the
U.S., governing the privacy and protection of personal information of individuals. The protected parties can include:
JPMorgan Chase’s clients and customers, and prospective clients and customers
clients and customers of JPMorgan Chase’s clients and customers
employees and prospective employees, and
employees of JPMorgan Chase’s vendors, counterparties and other external parties.
Ensuring that JPMorgan Chase’s collection, use, transfer and storage of personal information comply with all
applicable laws and regulations in all relevant jurisdictions, including where the laws of different jurisdictions are in
conflict, can:
tncrease JPMorgan Chase’s compliance and operating costs
hinder the development of new products or services, curtail the offering of existing products or services, or affect how
products and services are offered to clients and customers
demand significant oversight by JPMorgan Chase’s management, and
require JPMorgan Chase to structure its businesses, operations and systems in less efficient ways.
Furthermore, JPMorgan Chase cannot ensure that all of its clients and customers, vendors, counterparties and other
external parties have appropriate controls in place to protect the confidentiality of the information exchanged between
them and JPMorgan Chase, particularly where information is transmitted by electronic means. JPMorgan Chase could
be exposed to litigation or regulatory fines, penalties or other sanctions if personal, confidential or proprietary
information of clients, customers, employees or others were to be mishandled or misused, such as situations where
such information is:

erroneously provided to parties who are not permitted to have the

information, or
tntercepted or otherwise compromised by third parties.
Concerns regarding the effectiveness of JPMorgan Chase’s measures to safeguard personal information, or even the
perception that those measures are inadequate, could cause JPMorgan Chase to lose existing or potential clients and
customers, and thereby reduce JPMorgan Chase’s revenues. Furthermore, any failure or perceived failure by JPMorgan
Chase to comply with applicable privacy or data protection

laws and regulations may subject it to inquiries, examinations and investigations that could result in requirements to
modify or cease certain operations or practices, significant liabilities or regulatory fines, penalties or other sanctions.
Any of these could damage JPMorgan Chase’s reputation and otherwise adversely affect its businesses.

Recent, well-publicized allegations involving the misuse or inappropriate sharing of personal information have led to
expanded governmental scrutiny of practices relating to the safeguarding of personal information and the use or
sharing of personal data by companies in the U.S. and other countries. That scrutiny has in some cases resulted in, and
could in the future lead to, the adoption of stricter laws and regulations relating to the use and sharing of personal
information. These types of laws and regulations could prohibit or significantly restrict financial services firms such as
JPMorgan Chase from sharing information among affiliates or with third parties such as vendors, and thereby increase
compliance costs, or could restrict JPMorgan Chase’s use of personal data when developing or offering products or
services to customers. These restrictions could inhibit JPMorgan Chase’s development or marketing of certain products
or services, or increase the costs of offering them to customers.

A successful cyberattack against JPMorgan Chase could cause significant harm to JPMorgan Chase or its
clients and customers.

JPMorgan Chase experiences numerous cyberattacks on its computer systems, software, networks and other
technology assets on a daily basis. These cyberattacks can take many forms, but a common objective of many of these
attacks is to introduce computer viruses or malware into JPMorgan Chase’s systems. These viruses or malicious code
are typically designed to:

obtain unauthorized access to confidential information belonging to JPMorgan Chase or its clients, customers,
counterparties or employees
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manipulate or destroy data

disrupt, sabotage or degrade service on JPMorgan Chase’s systems, or

steal money.

JPMorgan Chase has also experienced significant distributed denial-of-service attacks which are intended to disrupt
online banking services.

JPMorgan Chase devotes significant resources to maintain and regularly upgrade its systems to protect them against
cyberattacks. However, JPMorgan Chase has experienced security breaches due to cyberattacks in the past, and it is
inevitable that additional breaches will occur in the future. Any such breach could result in serious and harmful
consequences for JPMorgan Chase or its clients and customers.
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A principal reason that JPMorgan Chase cannot provide absolute security against cyberattacks is that it may not
always be possible to anticipate, detect or recognize threats to JPMorgan Chase’s systems, or to implement effective
preventive measures against all breaches. This is because:

the techniques used in cyberattacks change frequently and may not be recognized until launched

cyberattacks can originate from a wide variety of sources, including third parties who are or may be involved in
organized crime or linked to terrorist organizations or hostile countries, or whose objective is to disrupt the operations
of financial institutions more generally, and

third parties may seek to gain access to JPMorgan Chase’s systems either directly or using equipment or security
passwords belonging to employees, customers, third-party service providers or other users of JPMorgan Chase’s
systems.

The risk of a security breach due to a cyberattack could increase in the future as JPMorgan Chase continues to expand
its mobile-payments and other internet-based product offerings and its internal use of web-based products and
applications.

A successful penetration or circumvention of the security of JPMorgan Chase’s systems or the systems of a vendor,
governmental body or another market participant could cause serious negative consequences, including:

significant disruption of JPMorgan Chase’s operations and those of its clients, customers and counterparties, including
losing access to operational systems

misappropriation of confidential information of JPMorgan Chase or that of its clients, customers, counterparties,
employees or regulators

damage to computers or systems of JPMorgan Chase and those of its clients, customers and counterparties

inability to fully recover and restore data that has been stolen, manipulated or destroyed, or to prevent systems from
processing fraudulent transactions

violations by JPMorgan Chase of applicable privacy and other laws

financial loss to JPMorgan Chase or to its clients, customers, counterparties or employees

{oss of confidence in JPMorgan Chase’s cybersecurity measures

dissatisfaction among JPMorgan Chase’s clients, customers or counterparties

significant exposure to litigation and regulatory fines, penalties or other sanctions, and

harm to JPMorgan Chase’s reputation.

JPMorgan Chase could also suffer some of the above consequences if a third party were to misappropriate

confidential information obtained by intercepting signals or communications from mobile devices used by JPMorgan
Chase’s employees.

JPMorgan Chase may not be able to immediately address the consequences of a security breach due to a
cyberattack.

A successful breach of JPMorgan Chase’s computer systems, software, networks or other technology assets due to a
cyberattack could occur and persist for an extended period of time before being detected due to:

the breadth of JPMorgan Chase’s operations and the high volume of transactions that it processes

the large number of customers, counterparties and third-party service providers with which JPMorgan Chase does
business

the proliferation and increasing sophistication of cyberattacks, and

the possibility that a third party, after establishing a foothold on an internal network without being detected, might
obtain access to other networks and systems.

The extent of a particular cyberattack and the steps that JPMorgan Chase may need to take to investigate the attack
may not be immediately clear, and it may take a significant amount of time before such an investigation can be
completed and full and reliable information about the attack is known. While such an investigation is ongoing,
JPMorgan Chase may not necessarily know the full extent of the harm caused by the cyberattack, and that damage
may continue to spread. Furthermore, it may not be clear how best to contain and remediate the harm caused by the
cyberattack, and certain errors or actions could be repeated or compounded before they are discovered and remediated.
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Any or all of these factors could further increase the costs and consequences of a cyberattack.

JPMorgan Chase’s operations, results and reputation could be harmed by catastrophes or other events.
JPMorgan Chase’s business and operational systems could be seriously disrupted, and its reputation could be harmed,
by events that are wholly or partially beyond its control, including:

eyberbreaches or breaches of physical premises, including data centers

power, telecommunications or internet outages

.failures of, or loss of access to, operational systems, including computer systems, servers, networks and other
technology assets

damage to or loss of property or assets of JPMorgan Chase or third parties, and any consequent injuries, including in
connection with any construction projects undertaken by JPMorgan Chase

natural disasters or severe weather conditions
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health emergencies or pandemics, or

events arising from local or larger-scale political events, including outbreaks of hostilities or terrorist

acts.
JPMorgan Chase maintains a firm-wide resiliency and crisis management program that is intended to ensure the
ability to recover critical business functions and supporting assets, including staff, technology and facilities, in the
event of a business interruption. There can be no assurance that JPMorgan Chase’s resiliency plans will fully mitigate
all potential business continuity risks to JPMorgan Chase or its clients and customers. Furthermore, should emergency
or catastrophic events such as severe or abnormal weather conditions become more chronic, the disruptive effects of
those events on JPMorgan Chase’s business and operations, and on its clients, customers, counterparties and
employees, could become more significant and long-lasting.
Any significant failure or disruption of JPMorgan Chase’s operations or operational systems, or any catastrophic event,
could:
hinder JPMorgan Chase’s ability to provide services to its clients and customers or to transact with its counterparties

require it to expend significant resources to correct the failure or

disruption
cause it to incur losses or liabilities, including from loss of revenue, damage to or loss of property, or injuries
expose it to litigation or regulatory fines, penalties or other sanctions, and
harm its reputation.
JPMorgan Chase’s risk management framework and procedures may not be effective in identifying and
mitigating every risk to JPMorgan Chase.
JPMorgan Chase’s risk management framework is intended to mitigate risk and loss. The framework includes both the
“first line of defense,” consisting of each line of business and Treasury and the Chief Investment Office, including their
aligned Operations, Technology and Control Management groups, and the “second line of defense,” consisting of
Independent Risk Management. JPMorgan Chase has established processes and procedures to identify, measure,
monitor, report and analyze the types of risk to which it is subject. However, there are inherent limitations to risk
management strategies because there may be existing or future risks that JPMorgan Chase has not appropriately
anticipated or identified.
Any inadequacy or lapse in JPMorgan Chase’s risk management framework, governance structure, procedures and
practices, models or reporting systems could expose it to unexpected losses, and its financial condition or results of
operations could be materially and adversely affected. In addition, any such inadequacy or lapse could:
require significant resources to remediate

attract heightened regulatory scrutiny

expose JPMorgan Chase to regulatory investigations or legal proceedings

subject it to litigation or regulatory fines, penalties or other sanctions

harm its reputation, or

diminish confidence in JPMorgan Chase.

JPMorgan Chase relies on data to assess its various risk exposures. Any deficiencies in the quality or effectiveness of
JPMorgan Chase’s data gathering and validation processes could result in ineffective risk management practices. These
deficiencies could also result in inaccurate risk reporting.

JPMorgan Chase establishes allowances for probable credit losses that are inherent in its credit exposures. It then
employs stress testing and other techniques to determine the capital and liquidity necessary in the event of adverse
economic or market events. These processes are critical to JPMorgan Chase’s results of operations and financial
condition. They require difficult, subjective and complex judgments, including forecasts of how economic conditions
might impair the ability of JPMorgan Chase’s borrowers and counterparties to repay their loans or other obligations. It
is possible that JPMorgan Chase will fail to identify the proper factors or that it will fail to accurately estimate the
impact of factors that it identifies.

Many of JPMorgan Chase’s risk management strategies and techniques consider historical market behavior. These
strategies and techniques are based to some degree on management’s subjective judgment. For example, many models
used by JPMorgan Chase are based on assumptions regarding historical correlations among prices of various asset
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classes or other market indicators. In times of market stress, including difficult or less liquid market environments, or
in the event of other unforeseen circumstances, previously uncorrelated indicators may become correlated.
Conversely, previously-correlated indicators may make unrelated movements at those times. Sudden market
movements and unanticipated or unidentified market or economic movements could, in some circumstances, limit the
effectiveness of JPMorgan Chase’s risk management strategies, causing it to incur losses.

JPMorgan Chase could incur significant losses, its capital levels could be reduced and it could face greater
regulatory scrutiny if its models or estimations prove to be inadequate.

JPMorgan Chase has developed and uses a variety of models and other analytical and judgment-based estimations to
assess and implement mitigating controls over its market, credit, liquidity, operational and other risks. These models
and estimations are based on a variety of assumptions and historical trends, and are periodically reviewed and
modified as necessary. The models and estimations that JPMorgan Chase uses may not be effective in all cases to
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identify, observe and mitigate risk due to a variety of factors, such as:

reliance on historical trends that may not accurately predict future events, including assumptions underlying the
models and estimations which predict correlation among certain market indicators or asset prices

tnherent limitations associated with forecasting uncertain economic and financial outcomes

historical trend information may be incomplete, or may not anticipate severely negative market conditions such as
extreme volatility, dislocation or lack of liquidity

technology that is introduced to run models or estimations may not perform as expected, or may not be well
understood by the personnel using the technology

models and estimations may contain erroneous data, valuations, formulas or algorithms, and

review processes may fail to detect flaws in models and estimations.

Some of the models and other analytical and judgment-based estimations used by JPMorgan Chase in managing risks
are subject to review by, and require the approval of, JPMorgan Chase’s regulators. These reviews are required before
JPMorgan Chase may use those models and estimations in connection with calculating market risk RWA, credit risk
RWA and operational risk RWA under Basel III. If JPMorgan Chase’s models or estimations are not approved by its
regulators, it may be subject to higher capital charges, which could adversely affect its financial results or limit the
ability to expand its businesses. JPMorgan Chase’s capital actions could also be constrained if a CCAR submission is
not approved by its banking regulators due to the perceived inadequacy of its models or estimations.

Enhanced standards for vendor risk management can result in higher costs and other potential exposures.
JPMorgan Chase must comply with enhanced standards for the assessment and management of risks associated with
doing business with vendors and other third-party service providers. These requirements are contained both in bank
regulatory regulations and guidance and in certain consent orders to which JPMorgan Chase has been subject.
JPMorgan Chase incurs significant costs and expenses in connection with its initiatives to address the risks associated
with oversight of its third party relationships. JPMorgan Chase’s failure to appropriately assess and manage third-party
relationships, especially those involving significant banking functions, shared services or other critical activities,
could materially adversely affect JPMorgan Chase. Specifically, any such failure could result in:

potential liability to clients and customers

regulatory fines, penalties or other sanctions

tncreased operational costs, or

harm to JPMorgan Chase’s reputation.

Requirements for physical settlement and delivery in trading agreements could expose JPMorgan Chase to
operational and other risks.

Certain of JPMorgan Chase’s markets transactions require the physical settlement by delivery of securities or other
obligations that JPMorgan Chase does not own. If JPMorgan Chase is unable to obtain the obligations within the
required timeframe, JPMorgan Chase could forfeit payments otherwise due. Failures could also result in settlement
delays, which could damage JPMorgan Chase’s reputation and ability to transact business. Failure to timely settle and
confirm transactions could also subject JPMorgan Chase to heightened credit and operational risk, and losses in the
event of a default.

JPMorgan Chase could incur unexpected losses if estimates and judgments underlying its financial statements
are incorrect.

Under U.S. generally accepted accounting principles (“U.S. GAAP”), JPMorgan Chase is required to use estimates and
apply judgments in preparing its financial statements, including in determining allowances for credit losses and
reserves related to litigation. Certain financial instruments require a determination of their fair value in order to
prepare JPMorgan Chase’s financial statements, including:

trading assets and liabilities

tnstruments in the investment securities portfolio

certain loans

MSRs
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structured notes, and

certain repurchase and resale agreements.

Where quoted market prices are not available for these types of financial instruments, JPMorgan Chase may make fair
value determinations based on internally developed models or other means which ultimately rely to some degree on
management estimates and judgment. Sudden illiquidity in markets or declines in prices of certain loans and securities
may make it more difficult to value certain financial instruments, which could lead to valuations being subsequently
changed or adjusted. If estimates or judgments underlying JPMorgan Chase’s financial statements prove to have been
incorrect, JPMorgan Chase may experience material losses.

Lapses in controls over disclosure or financial reporting could materially affect JPMorgan Chase’s profitability
or reputation.

There can be no assurance that JPMorgan Chase’s disclosure controls and procedures will be effective in every
circumstance, or that a material weakness or significant deficiency in internal control over financial reporting will not
occur. Any such lapses or deficiencies could:
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materially and adversely affect JPMorgan Chase’s business and results of operations or financial condition

restrict its ability to access the capital markets

require it to expend significant resources to correct the lapses or deficiencies

expose it to litigation or regulatory fines, penalties or other sanctions

harm its reputation, or

otherwise diminish investor confidence in JPMorgan Chase.

JPMorgan Chase could be adversely affected by changes in accounting standards or policies.

The preparation of JPMorgan Chase’s financial statements is based on accounting standards established by the
Financial Accounting Standards Board and the Securities and Exchange Commission, as well as more detailed
accounting policies established by JPMorgan Chase’s management. From time to time these accounting standards or
accounting policies may change, and in some cases these changes could have a material effect on JPMorgan Chase’s
financial statements and may adversely affect its financial results or investor perceptions of those results.

For example, on January 1, 2020, JPMorgan Chase and other U.S. companies will be required to implement a new
accounting standard, commonly referred to as the Current Expected Credit Losses (“CECL”) framework, which will
require earlier recognition of expected credit losses on loans and certain other instruments, replacing the incurred loss
model that is currently in use. JPMorgan Chase expects that under CECL, it will need to, among other things, increase
the allowance for credit losses related to its loans and other lending-related commitments, which may have a negative
impact on its capital levels.

This new accounting standard may result in greater volatility of JPMorgan Chase’s earnings and capital levels over
economic cycles and could potentially affect JPMorgan Chase’s capital distribution plans, depending upon final
guidance from the regulators. In addition, JPMorgan Chase could be adversely impacted by associated changes in the
competitive environment in which it operates, including changes in the availability or pricing of loan products,
particularly during periods of economic stress, as well as changes related to non-U.S. financial institutions or other
competitors that are not subject to this new accounting standard.

Strategic
If JPMorgan Chase’s management fails to develop and execute effective business strategies, and to anticipate
changes affecting those strategies, JPMorgan Chase’s competitive standing and results could suffer.
JPMorgan Chase’s business strategies significantly affect its competitive standing and results of operations. These
strategies relate to:
the products and services that JPMorgan Chase offers
the geographies in which it operates

the types of clients and customers that it

serves
the counterparties with which it does business, and
the methods and distribution channels by which it offers products and services.
If management makes choices about these strategies and goals that prove to be incorrect, do not accurately assess the
competitive landscape and industry trends, or fail to address changing regulatory and market environments, then the
franchise values and growth prospects of JPMorgan Chase’s businesses may suffer and its earnings could decline.
JPMorgan Chase’s growth and prospects also depend on management’s ability to develop and execute effective
business plans to address these strategic priorities, both in the near term and over longer time horizons. Management’s
effectiveness in this regard will affect JPMorgan Chase’s ability to develop and enhance its resources, control expenses
and return capital to shareholders. Each of these objectives could be adversely affected by any failure on the part of
management to:
devise effective business plans and strategies
effectively implement business decisions, including minimizing bureaucratic processes
institute controls that appropriately address the risks associated with business activities and any changes in those
activities
offer products and services that are appropriately priced, meet the changing expectations of clients and customers and
are delivered in ways that enhance client and customer satisfaction

129



Edgar Filing: JPMORGAN CHASE & CO - Form 10-K

allocate capital in a manner that promotes long-term stability to enable JPMorgan Chase to build and invest in

market-leading businesses, even in a highly stressed environment
allocate capital appropriately due to imprecise modeling or subjective judgments made in connection with those

allocations
adequately respond to regulatory requirements
appropriately address shareholder concerns
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react quickly to changes in market conditions or market structures, or

develop and enhance the operational, technology, risk, financial and managerial resources necessary to grow and
manage JPMorgan Chase’s businesses.

Additionally, JPMorgan Chase’s Board of Directors plays an important role in exercising appropriate oversight of
management’s strategic decisions, and a failure by the Board to perform this function could also impair JPMorgan
Chase’s results of operations.

Conduct

Conduct failure by JPMorgan Chase employees can harm clients and customers, impact market integrity,
damage JPMorgan Chase’s reputation and trigger litigation and regulatory action.

JPMorgan Chase’s employees interact with clients, customers and counterparties, and with each other, every day. All
employees are expected to demonstrate values and exhibit the behaviors that are an integral part of JPMorgan Chase’s
How We Do Business Principles, including JPMorgan Chase’s commitment to “do first class business in a first class
way.” JPMorgan Chase endeavors to embed conduct risk management throughout an employee’s life cycle, including
recruiting, onboarding, training and development, and performance management. Conduct risk management is also an
integral component of JPMorgan Chase’s promotion and compensation processes.

Notwithstanding these expectations, policies and practices, certain employees have in the past engaged in improper or
illegal conduct, and these instances of misconduct have resulted in litigation as well as resolutions of governmental
investigations or enforcement actions involving consent orders, deferred prosecution agreements, non-prosecution
agreements and other civil or criminal sanctions. There is no assurance that further inappropriate or unlawful actions
by employees will not occur or that any such actions will always be detected, deterred or prevented.

JPMorgan Chase’s reputation could be harmed, and collateral consequences could result, from a failure by one or more
employees to act consistently with JPMorgan Chase’s expectations, policies and practices, including by acting in ways
that harm clients, customers, other market participants or other employees. Some examples of this include:
tmproperly selling and marketing JPMorgan Chase’s products or services

engaging in insider trading, market manipulation or unauthorized trading

facilitating illegal or aggressive tax-motivated transactions, or transactions designed to circumvent economic sanction
programs

failing to fulfill fiduciary obligations or other duties owed to clients or customers

Vviolating anti-trust or anti-competition laws by colluding with other market participants to manipulate markets, prices
or indices

engaging in discriminatory behavior or harassment

making risk decisions in ways that subordinate JPMorgan Chase’s risk appetite to employee compensation objectives,
and

misappropriating property, confidential or proprietary information, or technology assets belonging to JPMorgan
Chase, its clients and customers or third parties.

The consequences of any failure by employees to act consistently with JPMorgan Chase’s expectations, policies or
practices could include litigation, or regulatory or other governmental investigations or enforcement actions. Any of
these proceedings or actions could result in judgments, settlements, fines, penalties or other sanctions, or lead to:
financial losses

tncreased operational and compliance costs

ereater regulatory scrutiny

regulatory actions that require JPMorgan Chase to restructure, curtail or cease certain of its activities

the need for significant oversight by JPMorgan Chase’s management

loss of clients or customers, and

harm to JPMorgan Chase’s reputation.

Reputation

Damage to JPMorgan Chase’s reputation could harm its businesses.
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Maintaining trust in JPMorgan Chase is critical to its ability to attract and retain clients, customers, investors and
employees. Damage to JPMorgan Chase’s reputation can therefore cause significant harm to JPMorgan Chase’s
business and prospects. Harm to JPMorgan Chase’s reputation can arise from numerous sources, including:
employee misconduct, including discriminatory behavior or harassment

security breaches, including cyberattacks

failure to safeguard client or customer information

not appropriately managing social and environmental risk issues associated with its business activities or those of its
clients

compliance or operational failures

ditigation or regulatory fines, penalties or other sanctions, and

regulatory investigations or enforcement actions, or resolutions of these matters.
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JPMorgan Chase’s reputation could also be harmed by the failure or perceived failure of certain third parties to comply
with laws or regulations, including companies in which JPMorgan Chase has made principal investments, parties to
joint ventures with JPMorgan Chase, and vendors and other third parties with which JPMorgan Chase does business.
JPMorgan Chase’s reputation or prospects may be significantly damaged by adverse publicity or negative information
regarding JPMorgan Chase, whether or not true, that may be posted on social media, non-mainstream news services or
other parts of the internet, and this risk can be magnified by the speed and pervasiveness with which information is
disseminated through those channels.

Social and environmental activists are increasingly targeting financial services firms such as JPMorgan Chase with
public criticism for their relationships with clients that are engaged in certain sensitive industries, including businesses
whose products are or are perceived to be harmful to the health of consumers, or whose activities negatively affect or
are perceived to negatively affect the environment, workers’ rights or communities. Activists have also engaged in
public protests at JPMorgan Chase’s headquarters and other properties. Activist criticism of JPMorgan Chase’s
relationships with clients in sensitive industries could potentially engender dissatisfaction among clients, customers,
investors and employees with how JPMorgan Chase addresses social and environmental concerns in its business
activities. Alternatively, yielding to activism targeted at certain sensitive industries could damage JPMorgan Chase’s
relationships with clients and customers, and with governmental bodies in jurisdictions in which JPMorgan Chase
does business, whose views are not aligned with those of social and environmental activists. In either case, the
resulting harm to JPMorgan Chase’s reputation could:

cause certain clients and customers to cease doing business with JPMorgan Chase

impair JPMorgan Chase’s ability to attract new clients and customers, or to expand its relationships with existing
clients and customers

diminish JPMorgan Chase’s ability to hire or retain employees, or

prompt JPMorgan Chase to cease doing business with certain clients.

Any of the above factors could negatively affect JPMorgan Chase’s results of operations and its ability to maintain its
competitive standing.

Actions by the financial services industry generally or by certain members of or individuals in the industry can also
affect JPMorgan Chase’s reputation. For example, concerns that consumers have been treated unfairly by a financial
institution, or that a financial institution has acted inappropriately with respect to the methods used to offer products to
customers, can damage the reputation of the industry as a whole. If JPMorgan Chase is perceived to have

engaged in these types of behaviors, the measures needed to address the associated reputational issues could increase
JPMorgan Chase’s operational and compliance costs and negatively affect its earnings.

Failure to effectively manage potential conflicts of interest can result in litigation and enforcement actions, as
well as damage JPMorgan Chase’s reputation.

JPMorgan Chase’s ability to manage potential conflicts of interest has become increasingly complex as its business
activities encompass more transactions, obligations and interests with and among JPMorgan Chase’s clients and
customers. JPMorgan Chase can become subject to litigation and enforcement actions, and its reputation can be
damaged, by the failure or perceived failure to:

adequately address or appropriately disclose conflicts of interest

deliver appropriate standards of service and quality

treat clients and customers with the appropriate standard of care

ase client and customer data responsibly and in a manner that meets legal requirements and regulatory expectations
provide fiduciary products or services in accordance with the applicable legal and regulatory standards, or

handle or use confidential information of customers or clients appropriately or in compliance with applicable data
protection and privacy laws and regulations.

In the future, a failure or perceived failure to appropriately address conflicts of interest or fiduciary obligations could
result in customer dissatisfaction, litigation and regulatory fines, penalties or other sanctions, and heightened
regulatory scrutiny and enforcement actions, all of which can lead to lost revenue and higher operating costs and cause
serious harm to JPMorgan Chase’s reputation.

Country
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Adverse economic and political developments in a country or region, or globally, can have a negative impact on
JPMorgan Chase’s businesses.

JPMorgan Chase’s businesses and earnings can be affected by the monetary, fiscal and other policies adopted by
regulatory authorities and agencies in the countries in which JPMorgan Chase operates. Changes in fiscal policies by
central banks or regulatory authorities, and the manner in which those policies are executed, are beyond JPMorgan
Chase’s control and may be difficult to predict. Consequently, unanticipated changes in these policies or the ways in
which they are implemented could have a negative impact on JPMorgan Chase’s businesses and results of operations.
Some countries or regions in which JPMorgan Chase operates or invests, or in which JPMorgan Chase may do
business in the future, have in the past experienced severe
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economic disruptions particular to those countries or regions. Concerns regarding the fiscal condition of one or more
countries, or the possibility that a particular country may decide to depart from a trade, monetary or political pact, can
result in a deterioration of economic and market conditions within the affected countries or regions, including:
slowing growth rates, rising inflation or recessionary economic conditions

a contraction of available credit

diminished investor and consumer confidence, including loss of confidence in local banking systems

tncreased market volatility

reduced commercial activity among trading partners, or

the potential for currency redenomination or the dissolution of a political or economic alliance or treaty.

Any or all of these factors could have a negative impact on JPMorgan Chase’s business and results of operations in the
affected country or region.

These developments can also lead to a contagion which causes similar conditions to arise in other countries in the
same region or beyond. Furthermore, governments in particular countries or regions in which JPMorgan Chase or its
clients do business may choose to adopt protectionist economic or trade policies in response to concerns about
domestic economic conditions or as countermeasures to policies or actions taken by other countries or regions. Any or
all of these developments could lead to diminished cross-border trade and financing activity within that country or
region, all of which could negatively affect JPMorgan Chase’s business and earnings in those jurisdictions and increase
its operational costs. If JPMorgan Chase takes steps to reduce its market and credit risk exposure within a particular
country or region that is experiencing economic or political disruption, it may incur losses that are higher than
expected because it will be disposing of assets when market conditions are likely to be highly unfavorable.

An outbreak of hostilities between countries or within a country or region could have a material adverse effect
on the global economy and on JPMorgan Chase’s businesses within the affected region or globally.

Aggressive actions by hostile governments or groups, including armed conflict or intensified cyberattacks, could
expand in unpredictable ways by drawing in other countries or escalating into full-scale war with potentially
catastrophic consequences, particularly if one or more of the combatants possess nuclear weapons. Depending on the
scope of the conflict, the hostilities could result in:

worldwide economic disruption

heightened volatility in financial markets

severe declines in asset values, accompanied by widespread sell-offs of investments

substantial depreciation of local currencies, potentially leading to defaults by borrowers and counterparties in the
affected region

disruption of global trade, and

diminished consumer, business and investor confidence.

Any of the above consequences could have significant negative effects on JPMorgan Chase’s operations and earnings,
both in the countries or region directly affected by the hostilities or globally. Further, if the U.S. were to become
directly involved in such a conflict, this could lead to a curtailment of any operations that JPMorgan Chase may have
in the affected countries or region, as well as in any nation that is aligned against the U.S. in the hostilities. JPMorgan
Chase could also experience more numerous and aggressive cyberattacks launched by or under the sponsorship of one
or more of the adversaries in such a conflict.

JPMorgan Chase’s business activities with governmental entities can pose an enhanced risk of loss.

Several of JPMorgan Chase’s businesses engage in transactions with, or trade in obligations of, governmental entities,
including national, state, provincial, municipal and local authorities, both within and outside the U.S. These activities
can expose JPMorgan Chase to enhanced sovereign, credit-related, operational and reputation risks, including the risks
that a governmental entity may:

default on or restructure its obligations

claim that actions taken by government officials were beyond the legal authority of those officials, or

repudiate transactions authorized by a previous incumbent government.
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Any or all of these actions could adversely affect JPMorgan Chase’s financial condition and results of operations and
could hurt its reputation, particularly if JPMorgan Chase pursues claims against a government obligor in a jurisdiction
in which it has significant business relationships with clients or customers.

JPMorgan Chase’s business and revenues in emerging markets can be hampered by local economic, political,
regulatory and social factors.

Some of the countries in which JPMorgan Chase conducts business have economies or markets that are less developed
and more volatile, and may have legal and regulatory regimes that are less established or predictable, than the U.S.
and other developed markets in which JPMorgan Chase operates. Some of these countries have in the past
experienced severe economic disruptions, including:

extreme currency fluctuations
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high inflation

{ow or negative growth, and

defaults or potential defaults on sovereign debt.

The governments in these countries have sometimes reacted to these developments by imposing restrictive policies
that adversely affect the local and regional business environment, including:

price, capital or exchange controls, including imposition of punitive transfer and convertibility restrictions
expropriation or nationalization of assets or confiscation of property, including intellectual property, and

changes in laws and regulations.

The impact of these actions could be accentuated in trading markets that are smaller, less liquid and more volatile than
more-developed markets. These types of government actions can negatively affect JPMorgan Chase’s operations in the
relevant country, either directly or by suppressing the business activities of local clients or multi-national clients that
conduct business in the jurisdiction. For example, some or all of these governmental actions can result in funds
belonging to JPMorgan Chase, or that it places with a local custodian on behalf of a client, being effectively trapped in
a country. In addition to the ultimate risk of losing the funds entirely, JPMorgan Chase could be exposed for an
extended period of time to the credit risk of a local custodian that is now operating in a deteriorating domestic
economy.

In addition, emerging markets countries, as well as certain more developed countries, have been susceptible to
unfavorable social developments arising from poor economic conditions and related governmental actions, including:
social unrest

eeneral strikes and demonstrations

erime and corruption

security and personal safety issues

outbreaks of hostilities

overthrow of incumbent governments

terrorist attacks, and

other forms of internal discord.

These economic, political, regulatory and social developments have in the past resulted in, and in the future could lead
to, conditions that can adversely affect JPMorgan Chase’s operations in those countries and impair the revenues,
growth and profitability of those operations. In addition, any of these events or circumstances in one country can
affect JPMorgan Chase’s operations and investments in another country or countries, including in the U.S.

Competition

The financial services industry is highly competitive, and JPMorgan Chase’s results of operations will suffer if it
is not a strong, effective and forward-looking competitor.

JPMorgan Chase operates in a highly competitive environment and expects that competition in the U.S. and global
financial services industry will continue to be intense. Competitors include:

other banks and financial institutions

trading, advisory and investment management firms

finance companies and technology companies, and

other nonbank firms that are engaged in providing similar products and services.

JPMorgan Chase cannot provide assurance that the significant competition in the financial services industry will not
materially and adversely affect its future results of operations.

New competitors in the financial services industry continue to emerge. For example, technological advances and the
growth of e-commerce have made it possible for non-depository institutions to offer products and services that
traditionally were banking products. These advances have also allowed financial institutions and other companies to
provide electronic and internet-based financial solutions, including electronic securities trading, payments processing
and online automated algorithmic-based investment advice. Furthermore, both financial institutions and their
non-banking competitors face the risk that payments processing and other services could be significantly disrupted by
technologies, such as cryptocurrencies, that require no intermediation. New technologies have required and could
require JPMorgan Chase to spend more to modify or adapt its products to attract and retain clients and customers or to
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match products and services offered by its competitors, including technology companies. In addition, new
technologies may be used by customers, or breached or infiltrated by third parties, in unexpected ways, which can
increase JPMorgan Chase’s costs for complying with laws and regulations that apply to the offering of products and
services through those technologies and reduce the income that JPMorgan Chase earns from providing products and
services through those new technologies.

Ongoing or increased competition may put pressure on the pricing for JPMorgan Chase’s products and services or may
cause JPMorgan Chase to lose market share, particularly with respect to traditional banking products such as deposits
and bank accounts. This competition may be on the basis of quality and variety of products and services offered,
transaction execution, innovation, reputation and price. The failure of any of JPMorgan Chase’s businesses to meet the
expectations of clients and customers, whether due to general market conditions, under-performance, a decision not to
offer a particular product or service, changes in client and customer expectations or other
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factors, could affect JPMorgan Chase’s ability to attract or retain clients and customers. Any such impact could, in
turn, reduce JPMorgan Chase’s revenues. Increased competition also may require JPMorgan Chase to make additional
capital investments in its businesses, or to extend more of its capital on behalf of its clients in order to remain
competitive.

Non-U.S. competitors of JPMorgan Chase’s wholesale businesses outside the U.S. are typically subject to different,
and in some cases, less stringent, legislative and regulatory regimes. The more restrictive laws and regulations
applicable to JPMorgan Chase and other U.S. financial services institutions can put JPMorgan Chase and those firms
at a competitive disadvantage to non-U.S. competitors. This could reduce the revenue and profitability of JPMorgan
Chase’s wholesale businesses, resulting from:

prohibitions on engaging in certain transactions

higher capital and liquidity requirements

making JPMorgan Chase’s pricing of certain transactions more expensive for clients, and

adversely affecting JPMorgan Chase’s cost structure for providing certain products.

People

JPMorgan Chase’s ability to attract and retain qualified employees is critical to its success.

JPMorgan Chase’s employees are its most important resource, and in many areas of the financial services industry,
competition for qualified personnel is intense. JPMorgan Chase endeavors to attract talented and diverse new
employees and retain and motivate its existing employees. If JPMorgan Chase were unable to continue to attract or
retain qualified employees, including successors to the Chief Executive Officer or members of the Operating
Committee, JPMorgan Chase’s performance, including its competitive position, could be materially and adversely
affected.

Unfavorable changes in immigration policies could adversely affect the quality of JPMorgan Chase’s businesses
and operations.

JPMorgan Chase relies on the skills, knowledge and expertise of employees located throughout the world. Changes in
immigration policies in the U.S. and other countries that unduly restrict or otherwise make it more difficult for
employees or their family members to work in, or transfer among, jurisdictions in which JPMorgan Chase has
operations or conducts its business could inhibit JPMorgan Chase’s ability to attract and retain qualified employees,
and thereby dilute the quality of its workforce, or could prompt JPMorgan Chase to make structural changes to its
worldwide operating model that are less efficient or more costly.

Legal

JPMorgan Chase faces significant legal risks from private actions and formal and informal regulatory and
government investigations.

JPMorgan Chase is named as a defendant or is otherwise involved in many legal proceedings, including class actions
and other litigation or disputes with third parties. Actions currently pending against JPMorgan Chase may result in
judgments, settlements, fines, penalties or other sanctions adverse to JPMorgan Chase. Any of these matters could
materially and adversely affect JPMorgan Chase’s business, financial condition or results of operations, or cause
serious reputational harm. As a participant in the financial services industry, it is likely that JPMorgan Chase will
continue to experience a high level of litigation and regulatory and government investigations related to its businesses
and operations.

Regulators and other government agencies conduct examinations of JPMorgan Chase and its subsidiaries both on a
routine basis and in targeted exams, and JPMorgan Chase’s businesses and operations are subject to heightened
regulatory oversight. This heightened regulatory scrutiny, or the results of such an investigation or examination, may
lead to additional regulatory investigations or enforcement actions. There is no assurance that those actions will not
result in resolutions or other enforcement actions against JPMorgan Chase. Furthermore, a single event involving a
potential violation of law or regulation may give rise to numerous and overlapping investigations and proceedings,
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either by multiple federal, state or local agencies and officials in the U.S. or, in some instances, regulators and other
governmental officials in non-U.S. jurisdictions.

If another financial institution violates a law or regulation relating to a particular business activity or practice, this will
often give rise to an investigation by regulators and other governmental agencies of the same or similar activity or
practice by JPMorgan Chase.

These and other initiatives by U.S. and non-U.S. governmental authorities may subject JPMorgan Chase to judgments,
settlements, fines, penalties or other sanctions, and may require JPMorgan Chase to restructure its operations and
activities or to cease offering certain products or services. All of these potential outcomes could harm JPMorgan
Chase’s reputation or lead to higher operational costs, thereby reducing JPMorgan Chase’s profitability, or result in
collateral consequences. In addition, the extent of JPMorgan Chase’s exposure to legal and regulatory matters can be
unpredictable and could, in some cases, exceed the amount of reserves that JPMorgan Chase has established for those
matters.

Item 1B. Unresolved Staff Comments.
None.
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Item 2. Properties.

JPMorgan Chase’s headquarters is located in New York City at 383 Madison Avenue, a 47-story office building that it
owns. The Firm has commenced a project to demolish its former headquarters at 270 Park Avenue in New York City
and to build a new headquarters on the same site.

The Firm owned or leased facilities in the following locations at December 31, 2018.

December 31, 2018 Approximate
L square
(in millions)
footage

United States®

New York City, New York

383 Madison Avenue, New York, New York 1.1
All other New York City locations 9.7
Total New York City, New York 10.8

Other U.S. locations

Columbus/Westerville, Ohio 3.7
Chicago, Illinois 2.8
Phoenix/Tempe, Arizona 2.5
Wilmington/Newark, Delaware 2.2
Houston, Texas 2.0
Jersey City, New Jersey 1.7
Dallas/Plano, Texas 1.4
All other U.S. locations 34.6
Total United States 61.7

Europe, the Middle East and Africa (“EMEA”)

25 Bank Street, London, U.K. 1.4
All other U.K. locations 3.1
All other EMEA locations 1.4
Total EMEA 5.9

Asia Pacific, Latin America and Canada

India 3.4

All other locations 39

Total Asia Pacific, Latin America and Canada 7.3

Total 74.9

(a) At December 31, 2018, the Firm owned or leased 5,036 retail branches in 27 states and the District of Columbia.

The premises and facilities occupied by JPMorgan Chase are used across all of the Firm’s business segments and for
corporate purposes. JPMorgan Chase continues to evaluate its current and projected space requirements and may
determine from time to time that certain of its properties (including the premises and facilities noted above) are no
longer necessary for its operations. There is no assurance that the Firm will be able to dispose of any such excess
properties, premises, or facilities or that it will not incur costs in connection with such dispositions. Such disposition
costs may be material to the Firm’s results of operations in a given period. For information on occupancy expense,
refer to the Consolidated Results of Operations on pages 48-51.

Item 3. Legal Proceedings.
For a description of the Firm’s material legal proceedings, refer to Note 29.

Item 4. Mine Safety Disclosures.
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29

142



Edgar Filing: JPMORGAN CHASE & CO - Form 10-K
Part 11

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer

Purchases of Equity Securities.

Market for registrant’s common equity

JPMorgan Chase’s common stock is listed and traded on the New York Stock Exchange. For a comparison of the
cumulative total return for JPMorgan Chase common stock with the comparable total return of the S&P 500 Index, the
KBW Bank Index and the S&P Financial Index over the five-year period ended December 31, 2018, refer to “Five-year
stock performance,” on page 41.

For information on the common dividend payout ratio, refer to Capital actions in the Capital Risk Management

section of Management’s discussion and analysis on pages 91-92. For a discussion of restrictions on dividend
payments, refer to Note 20 and Note 25. On January 31, 2019, there were 195,417 holders of record of JPMorgan
Chase common stock. For information regarding securities authorized for issuance under the Firm’s employee
share-based incentive plans, refer to Part III, Item 12 on page 33.

Repurchases under the common equity repurchase program

For information regarding repurchases under the Firm’s common equity repurchase program, refer to Capital actions in
the Capital Risk Management section of Management’s discussion and analysis on pages 91-92.

Shares repurchased, on a settlement-date basis, pursuant to the common equity repurchase program during 2018 were

as follows.
Dollar
Average value
Total shares price Aggregate of
. . repurchases ..
of common  paid per remaining
of common

stock share of N authorized
equity (in

repurchased z::)r?lir(la())n millions)® Efrllaurchase
millions)®

First quarter 41,419,035 $112.78 $ 4,671 $ 5,156
Second quarter 45,299,370 109.67 4,968 188 (b)
Third quarter 39,282,276 11241 4416 16,309
October 22,697,641 10897 2474 13,836
November 15,389,818 109.25 1,681 12,155
December 17,416,343  101.81 1,773 10,381
Fourth quarter 55,503,802 106.80 5,928 10,381
Year-to-date 181,504,483 $110.09 $ 19,983 $ 10,381 ©

(a) Excludes commissions cost.

(b) The $188 million unused portion under the prior Board authorization was canceled when the $20.7 billion repurchase program was authorized by the Board of
Directors on June 28, 2018.

(c)Represents the amount remaining under the $20.7 billion repurchase program.

Item 6. Selected Financial Data.

For five-year selected financial data, refer to “Five-year summary of consolidated financial highlights (unaudited)” on
page 40.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations.

Management’s discussion and analysis of financial condition and results of operations, entitled “Management’s

discussion and analysis,” appears on pages 42—147. Such information should be read in conjunction with the
Consolidated Financial Statements and Notes thereto, which appear on pages 150-286.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.
For a discussion of quantitative and qualitative disclosures about market risk, refer to the Market Risk Management
section of Management’s discussion and analysis on pages 124—131.

Item 8. Financial Statements and Supplementary Data.
The Consolidated Financial Statements, together with the Notes thereto and the report thereon dated February 26,

2019, of PricewaterhouseCoopers LLP, the Firm’s independent registered public accounting firm, appear on pages
149-286.

Supplementary financial data for each quarter within the two years ended December 31, 2018, are included on page
287 in the table entitled “Selected quarterly financial data (unaudited).” Also included is a “Glossary of Terms and
Acronyms’’ on pages 293-299.
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial

Disclosure.
None.

Item 9A. Controls and Procedures.

The internal control framework promulgated by the Committee of Sponsoring Organizations of the Treadway
Commission (“COSQ”), “Internal Control — Integrated Framework™ (“COSO 2013”), provides guidance for designing,
implementing and conducting internal control and assessing its effectiveness. The Firm used the COSO 2013
framework to assess the effectiveness of the Firm’s internal control over financial reporting as of December 31, 2018.
Refer to “Management’s report on internal control over financial reporting” on page 148.

As of the end of the period covered by this report, an evaluation was carried out under the supervision and with the
participation of the Firm’s management, including its Chairman and Chief Executive Officer and its Chief Financial
Officer, of the effectiveness of its disclosure controls and procedures (as defined in Rule 13a-15(e) under the
Securities Exchange Act of 1934). Based on that evaluation, the Chairman and Chief Executive Officer and the Chief
Financial Officer concluded that these disclosure controls and procedures were effective. Refer to Exhibits 31.1 and
31.2 for the Certifications furnished by the Chairman and Chief Executive Officer and Chief Financial Officer,
respectively.

The Firm is committed to maintaining high standards of internal control over financial reporting. Nevertheless,
because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
In addition, in a firm as large and complex as JPMorgan Chase, lapses or deficiencies in internal controls may occur
from time to time, and there can be no assurance that any such deficiencies will not result in significant deficiencies or
material weaknesses in internal control in the future and collateral consequences therefrom. For further information,
refer to “Management’s report on internal control over financial reporting” on page 148. There was no change in the
Firm’s internal control over financial reporting (as defined in Rule 13a-15(f) under the Securities Exchange Act of
1934) that occurred during the three months ended December 31, 2018, that has materially affected, or is reasonably
likely to materially affect, the Firm’s internal control over financial reporting.

Item 9B. Other Information.
None.
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Item 10. Directors, Executive Officers and Corporate Governance.
Executive officers of the registrant

Age
Name

James Dimon 62
Ashley 49
Bacon

Lori A. Beer 51

Mary
Callahan 51
Erdoes
Stacey

Friedman >0
Marianne

Lake 49
Robin

Leopold >4
Douglas B. 53
Petno

Damel E. 56
Pinto

Peter Scher 57
Gordon A.
Smith 60

Positions and offices
Chairman of the Board and Chief Executive Officer; he had been President from July 2004 until January 2018.
Chief Risk Officer since June 2013.

Chief Information Officer since September 2017, prior to which she had been Chief Information Officer of the
Corporate & Investment Bank since June 2016. She was Global Head of Banking Technology from January 2014
until May 2016. Prior to joining JPMorgan Chase in 2014, she was Executive Vice President of Specialty Businesses
and Information Technology for Anthem, Inc.

Chief Executive Officer of Asset & Wealth Management since September 2009.
General Counsel since January 2016, prior to which she was Deputy General Counsel since July 2015 and General
Counsel for the Corporate & Investment Bank since August 2012.

Chief Financial Officer since January 2013.

Head of Human Resources since January 2018, prior to which she had been Head of Human Resources for the
Corporate & Investment Bank since August 2012.

Chief Executive Officer of Commercial Banking since January 2012.

Co-President and Co-Chief Operating Officer since January 2018, Chief Executive Officer of the Corporate &
Investment Bank since March 2014, and Chief Executive Officer of Europe, the Middle East and Africa since June
2011. He had been Co-Chief Executive Officer of the Corporate & Investment Bank from July 2012 until March
2014.

Head of Corporate Responsibility since 2011 and Chairman of the Mid-Atlantic Region since 2015.

Co-President and Co-Chief Operating Officer since January 2018, and Chief Executive Officer of Consumer &
Community Banking since December 2012.

Unless otherwise noted, during the five fiscal years ended December 31, 2018, all of JPMorgan Chase’s above-named executive officers have continuously held
senior-level positions with JPMorgan Chase. There are no family relationships among the foregoing executive officers. Information to be provided in Items 10, 11,

12, 13 and 14 of the Form 10-K and not otherwise included herein is incorporated by reference to the Firm’s Definitive Proxy Statement for its2019 Annual
Meeting of Stockholders to be held on May 21, 2019, which will be filed with the SEC within 120 days of the end of the Firm’s fiscal year endedDecember 31,

2018.
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Item 11. Executive Compensation.
Refer to Item 10.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters.

For security ownership of certain beneficial owners and management, refer to Item 10.
The following table sets forth the total number of shares available for issuance under JPMorgan Chase’s employee
share-based incentive plans (including shares available for issuance to non-employee directors). The Firm is not

authorized to grant share-based incentive awards to non-employees, other than to non-employee directors.
Number of

shares to be Weighted-average l:g:::er of
issued upon exercise price of -
exercise of outstanding remaung
December 31, 2018 o . available for
outstanding options/stock future issuance
options/stock  appreciation under §££)ck
appreciation rights incentive plans
rights )
Plan category
Employee share-based incentive plans approved by shareholders 12,462,572 @  $ 41.46 85,860,463 ®
Total 12,462,572 $ 41.46 85,860,463

Does not include restricted stock units or performance stock units granted under the shareholder-approved Long-Term Incentive Plan (“LTIP”), as amended and

a
)restated effective May 15, 2018. For further discussion, refer to Note 9.
(b)Represents shares available for future issuance under the shareholder-approved LTIP.

All shares available for future issuance will be issued under the shareholder-approved LTIP. For further discussion,
refer to Note 9.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

Refer to Item 10.

Item 14. Principal Accounting Fees and Services.

Refer to Item 10.
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Item 15. Exhibits, Financial Statement Schedules.

1  Financial statements
The Consolidated Financial Statements, the Notes thereto and the report of the Independent Registered Public
Accounting Firm thereon listed in Item 8 are set forth commencing on page 149.

2 Financial statement schedules

3 Exhibits

Restated Certificate of Incorporation of JPMorgan Chase & Co.. effective April 5. 2006 (incorporated by
3.1 reference to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed
April 7, 2006).

Amendment to the Restated Certificate of Incorporation of JPMorgan Chase & Co.. effective June 7. 2013
3.2 (incorporated by reference to Appendix F to the Proxy Statement on Schedule 14A of JPMorgan Chase & Co.
(File No. 1-5805) filed April 10. 2013).

Certificate of Designations for Fixed-to-Floating Rate Non-Cumulative Preferred Stock. Series I (incorporated by
3.3 reference to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed
April 24, 2008).

Certificate of Designations for 5.45% Non-Cumulative Preferred Stock. Series P (incorporated by reference to
3.4 Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed February 5.
2013).

Certificate of Designations for Fixed-to-Floating Rate Non-Cumulative Preferred Stock. Series Q (incorporated b

3.5 reference to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed
April 23. 2013).

Certificate of Designations for Fixed-to-Floating Rate Non-Cumulative Preferred Stock. Series R (incorporated by
3.6 reference to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed July
29.2013).

Certificate of Designations for Fixed-to-Floating Rate Non-Cumulative Preferred Stock. Series S (incorporated by
3.7 reference to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed
January 22. 2014).

Certificate of Designations for 6.70% Non-Cumulative Preferred Stock. Series T (incorporated by reference to
3.8 Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed January 30.
2014).

Certificate of Designations for Fixed-to-Floating Rate Non-Cumulative Preferred Stock. Series U (incorporated
3.9 by reference to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed
on March 10, 2014).
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Certificate of Designations for Fixed-to-Floating Rate Non-Cumulative Preferred Stock. Series V (incorporated
3.10 by reference to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed
on June 9. 2014).

Certificate of Designations for 6.30% Non-Cumulative Preferred Stock. Series W _(incorporated by reference to
3.11 Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed on June 23.
2014).

Certificate of Designations for Fixed-to-Floating Rate Non-Cumulative Preferred Stock. Series X (incorporated
3.12 by reference to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed

on September 23. 2014).

Certificate of Designations for 6.125% Non-Cumulative Preferred Stock. Series Y (incorporated by reference to
3.13 Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed February 17.

2015).

Certificate of Designations for Fixed-to-Floating Rate Non-Cumulative Preferred Stock. Series Z (incorporated
3.14 by reference to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed
April 21, 2015).

315 Certificate of Designations for 6.10% Non-Cumulative Preferred Stock. Series AA (incorporated by reference to
"7 Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed June 4. 2015).

3.16 Certificate of Designations for 6.15% Non-Cumulative Preferred Stock. Series BB (incorporated by reference to
" Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed July 29. 2015).

Certificate of Designations for Fixed-to-Floating Rate Non-Cumulative Preferred Stock. Series CC (incorporated

3.17 by reference to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed
October 20. 2017).
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Certificate of Designations for 5.75% Non-Cumulative Preferred Stock. Series DD (incorporated by reference
to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed September
21.2018).

Certificate of Designations for 6.00% Non-Cumulative Preferred Stock. Series EE (incorporated by reference
to Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed January
24.2019).

By-laws of JPMorgan Chase & Co.. as amended. effective January 30, 2018 (incorporated by reference to
Exhibit 3.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed January 30.
2018).

Indenture. dated as of October 21. 2010, between JPMorgan Chase & Co. and Deutsche Bank Trust Company
Americas. as Trustee (incorporated by reference to Exhibit 4.1 to the Current Report on Form 8-K of JPMorgan
Chase & Co. (File No.1-5805) filed October 21, 2010).

First Supplemental Indenture. dated as of January 13. 2017, between JPMorgan Chase & Co. and Deutsche
Bank Trust Company Americas. as Trustee. to the Indenture. dated as of October 21. 2010 (incorporated by
reference to Exhibit 4.1 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File No. 1-5805) filed
January 13, 2017).

Subordinated Indenture. dated as of March 14. 2014. between JPMorgan Chase & Co. and U.S. Bank Trust
National Association, as Trustee (incorporated by reference to Exhibit 4.1 to the Current Report on Form 8-K
of JPMorgan Chase & Co. (File No.1-5805) filed March 14. 2014).

First Supplemental Indenture. dated as of January 13. 2017, between JPMorgan Chase & Co. and U.S. Bank
Trust National Association, as Trustee. to the Subordinated Indenture. dated as of March 14, 2014
(incorporated by reference to Exhibit 4.2 to the Current Report on Form 8-K of JPMorgan Chase & Co. (File
No. 1-5805) filed January 13. 2017).

Indenture. dated as of May 25. 2001, between JPMorgan Chase & Co. and Bankers Trust Company (succeeded
by Deutsche Bank Trust Company Americas). as Trustee (incorporated by reference to Exhibit 4(a)(1) to the
Registration Statement on Form S-3 of JPMorgan Chase & Co. (File No. 333-52826) filed June 13. 2001).

Sixth Supplemental Indenture. dated as of January 13. 2017. between JPMorgan Chase & Co. and Bankers
Trust Company (succeeded by Deutsche Bank Trust Company Americas). as Trustee. to the Indenture. dated as
of May 25. 2001 (incorporated by reference to Exhibit 4.3 to the Current Report on Form 8-K of JPMorgan
Chase & Co. (File No. 1-5805) filed January 13, 2017).

Indenture. dated as of February 19. 2016. among JPMorgan Chase Financial Company LL.C. JPMorgan Chase
& Co. and Deutsche Bank Trust Company Americas. as Trustee (incorporated by reference to Exhibit 4(a)(7)
to the Registration Statement on Form S-3 of JPMorgan Chase & Co. and JPMorgan Chase Financial Company
LLC (File No. 333-209682) filed February 24, 2016).

Form of Deposit Agreement (incorporated by reference to Exhibit 4.3 to the Registration Statement on Form
S-3 of JPMorgan Chase & Co. (File No. 333-191692) filed October 11. 2013).

Other instruments defining the rights of holders of long-term debt securities of JPMorgan Chase & Co. and its
subsidiaries are omitted pursuant to Section (b)(4)(iii)(A) of Item 601 of Regulation S-K. JPMorgan Chase & Co.
agrees to furnish copies of these instruments to the SEC upon request.

150


http://www.sec.gov/Archives/edgar/data/19617/000119312518280035/d599114dex31.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312518280035/d599114dex31.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312518280035/d599114dex31.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312519015911/d691715dex31.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312519015911/d691715dex31.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312519015911/d691715dex31.htm
http://www.sec.gov/Archives/edgar/data/19617/000001961718000010/exh31-jpmcbyxlawsjan2018.htm
http://www.sec.gov/Archives/edgar/data/19617/000001961718000010/exh31-jpmcbyxlawsjan2018.htm
http://www.sec.gov/Archives/edgar/data/19617/000001961718000010/exh31-jpmcbyxlawsjan2018.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312510233718/dex41.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312510233718/dex41.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312510233718/dex41.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex41.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex41.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex41.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex41.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312514099965/d695551dex41.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312514099965/d695551dex41.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312514099965/d695551dex41.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex42.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex42.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex42.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex42.htm
http://www.sec.gov/Archives/edgar/data/19617/000095010301501085/may1001_ex04a1.txt
http://www.sec.gov/Archives/edgar/data/19617/000095010301501085/may1001_ex04a1.txt
http://www.sec.gov/Archives/edgar/data/19617/000095010301501085/may1001_ex04a1.txt
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex43.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex43.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex43.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312517009870/d328977dex43.htm
http://www.sec.gov/Archives/edgar/data/19617/000095010316011338/dp63627_ex4a7.htm
http://www.sec.gov/Archives/edgar/data/19617/000095010316011338/dp63627_ex4a7.htm
http://www.sec.gov/Archives/edgar/data/19617/000095010316011338/dp63627_ex4a7.htm
http://www.sec.gov/Archives/edgar/data/19617/000095010316011338/dp63627_ex4a7.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312513397556/d560607dex43.htm
http://www.sec.gov/Archives/edgar/data/19617/000119312513397556/d560607dex43.htm

10.1

10.2

10.3

10.4

10.5

35

Edgar Filing: JPMORGAN CHASE & CO - Form 10-K

Deferred Compensation Plan for Non-Employee Directors of JPMorgan Chase & Co.. as amended and restated

July 2001 and as of December 31. 2004 (incorporated by reference to Exhibit 10.1 to the Annual Report on
Form 10-K of JPMorgan Chase & Co. (File No. 1-5805) for the year ended December 31. 2007).(a)

2005 Deferred Compensation Plan for Non-Employee Directors of JPMorgan Chase & Co.. effective as of

January 1. 2005 (incorporated by reference to Exhibit 10.2 to the Annual Report on Form 10-K of JPMorgan

Chase & Co. (File No. 1-5805) for the year ended December 31, 2007).(a)

2005 Deferred Compensation Program of JPMorgan Chase & Co.. restated effective as of December 31. 2008
(incorporated by reference to Exhibit 10.4 to the Annual Report on Form 10-K of JPMorgan Chase & Co. (File

No. 1-5805) for the year ended December 31. 2008).(a)

JPMorgan Chase & Co. Amended and Restated Long-Term Incentive Plan, effective May 15. 2018

(incorporated by reference to Appendix B of the Schedule 14A of JPMorgan Chase & Co. (File No. 1-5805)

filed April 5. 2018).(a)

Key Executive Performance Plan of JPMorgan Chase & Co.. as amended and restated effective January 1.
2014 (incorporated by reference to Appendix G of the Schedule 14A of JPMorgan Chase & Co. (File
No. 1-5805) filed April 10. 2013).(a)
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10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

Excess Retirement Plan of JPMorgan Chase & Co., restated and amended as of December 31. 2008. as
amended (incorporated by reference to Exhibit 10.7 to the Annual Report on Form 10-K of JPMorgan Chase &
Co. (File No. 1-5805) for the year ended December 31, 2009).(a)

Executive Retirement Plan of JPMorgan Chase & Co.. as amended and restated December 31. 2008
(incorporated by reference to Exhibit 10.9 to the Annual Report on Form 10-K of JPMorgan Chase & Co. (File
No. 1-5805) for the year ended December 31. 2008).(a)

Bank One Corporation Supplemental Savings and Investment Plan. as amended and restated effective
December 31. 2008 (incorporated by reference to Exhibit 10.13 to the Annual Report on Form 10-K of
JPMorgan Chase & Co. (File No. 1-5805) for the year ended December 31, 2008).(a)

Form of JPMorgan Chase & Co. Long-Term Incentive Plan Terms and Conditions for stock appreciation rights.
dated as of January 20. 2009 (incorporated by reference to Exhibit 10.20 to the Annual Report on Form 10-K of
JPMorgan Chase & Co. (File No. 1-5805) for the year ended December 31, 2008).(a)

Form of JPMorgan Chase & Co. Long-Term Incentive Plan Terms and Conditions for Operating Committee
member stock appreciation rights. dated as of February 3. 2010 (incorporated by reference to Exhibit 10.23 to
the Annual Report on Form 10-K of JPMorgan Chase & Co. (File No. 1-5805) for the vear ended December 31.
2009).(a)

Forms of JPMorgan Chase & Co. Long-Term Incentive Plan Terms and Conditions for stock appreciation
rights and restricted stock units. dated as of January 18. 2012 (incorporated by reference to Exhibit 10.25 to the
Annual Report on Form 10-K of JPMorgan Chase & Co. (File No. 1-5805) for the year ended December 31.
2011).(a)

Forms of JPMorgan Chase & Co. Long-Term Incentive Plan Terms and Conditions for stock appreciation
rights and restricted stock units for Operating Committee members. dated as of January 17. 2013 (incorporated
by reference to Exhibit 10.23 to the Annual Report on Form 10-K of JPMorgan Chase & Co. (File No. 1-5805)
for the year ended December 31. 2012).(a)

Forms of JPMorgan Chase & Co. Long-Term Incentive Plan Terms & Conditions for restricted stock units for
Operating Committee members (U.S.. E.U. and U.K.). dated as of January 20, 2015 (incorporated by reference
to Exhibit 10.1 to the Quarterly Report on Form 10-Q of JPMorgan Chase & Co. (File No. 1-5805) for the
quarter ended March 31. 2015).(a)

Form of JPMorgan Chase & Co. Long-Term Incentive Plan Terms and Conditions for restricted stock units for
Operating Committee members. dated as of January 19. 2016 (incorporated by reference to Exhibit 10.21 to the
Annual Report on Form 10-K of JPMorgan Chase & Co. (File No. 1-5805) for the year ended December 31.
2015).(a)

Form of JPMorgan Chase & Co. Long-Term Incentive Plan Terms and Conditions for performance share units
for Operating Committee members. dated as of January 19. 2016 (incorporated by reference to Exhibit 10.22 to
the Annual Report on Form 10-K of JPMorgan Chase & Co. (File No. 1-5805) for the vear ended December 31.
2015).(a)
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Forms of JPMorgan Chase & Co. Long-Term Incentive Plan Terms and Conditions for performance share units

10.16 apd restricted stock units for Oper.at.ing Committee members (U.S. and U.K.). dated as of January 17. 2017
(incorporated by reference to Exhibit 10.23 to the Annual Report on Form 10-K of JPMorgan Chase & Co.
(File No. 1-5805) for the year ended December 31. 2016).(a)

10.17 Forms of JPMorgan Chase & Co. Long-Term Incentive Plan Terms and Conditions for performance share units
" and restricted stock units for Operating Committee members (U.S. and U.K.). dated as of January 16, 2018.(a)

Forms of JPMorgan Chase & Co. Long-Term Incentive Plan Terms and Conditions for restricted stock units for
10.18 Operating Committee members (U.S. and U.K.). dated as of January 15. 2019.(a)(b)

Form of JPMorgan Chase & Co. Terms and Conditions of Fixed Allowance (UK) (incorporated by reference to
10.19 Exhibit 10.1 to the Quarterly Report on Form 10-Q of JPMorgan Chase & Co. (File No. 1-5805) for the quarter
ended June 30.2014).(a)

Form of JPMorgan Chase & Co. Performance-Based Incentive Compensation Plan. effective as of January 1.
10.20 2006. as amended (incorporated by reference to Exhi