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

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

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

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

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

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

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

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

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

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

Documents Related to Increasing Risk:

3.

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

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

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



10.

11.

12.

13.

-

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

JPMorgan Chase Summary of Positions (01/03/2011 - $4 billion; 12/30/2011 - $51 billion;
03/30/2012 - $157 billion). [JPM-CIO-PSI 0037609]

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

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

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

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

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

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

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

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



14.

15.

16.

17.

18.

19.

20.

21.

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

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

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

b. JPMorgan Chase internal email, dated March 2012 re: International Credit
Consolidated P&L 20-Mar-2012 (...the lag in P&L is material (3600-800M).). [JPM-
CIO-PSI10019474-486]

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

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

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

JPMorgan Chase internal emails, dated March 2012 re: I would like to understand the
increase in positions in credit (Ina is freaking - really! Call me).
[JPM-CIO-PSI 0000410-412]

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

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

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

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




23.

24.

25.

26.

27.
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JPMorgan Chase internal emails, dated March 2012, re: synthetic credit — crisis action plan
(Clearly, we are in a crisis mode on this.). [JPM-CIO-PSI 0001220-222]

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

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

JPMorgan Chase internal email, dated April 2012, re: Net positions vs average trading
volumes (The below table shows that CDX.1G.9 net position for CIO is 382.2bio, which is
approximately 10-15 days of 100% of trading volume based on the Im avg volume
published by JPMorgan Research. ITX.9 net position for CIO is $35bio, which is
approximately 8-12 days of 100% trading volume based on the 1m avg volume.).
[JPM-CIO-PSI 0001026-027]

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

Documents Related to Hiding Losses:

28.

29.

30.

31.

32.

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

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

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

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

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

b. JPMorgan Chase transcript of instant message dated March 16, 2012 (it is 300 now
1000 for month end? ouch well that is the pace).

[JPM-CIO-PSI-H 0003815-819]



33.

34.

35.

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

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

JPMorgan Chase internal email, dated April 2012, re: CIO Core Credit P&L Predict (10
Apr]: -$5,711k (dly) -$626,834k (vtd) (Daily P&L: -85,710,991 *** Daily P&L: -
$394,735,120). [JPM-CIO 0003570-576]

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

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

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

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

Documents Related to Disregarding Limits:

Overview and Organization:

37.

38.

39.

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

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

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



VaR Models and Limits:

40.

41.

42.

43.

44,

45.

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

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

JPMorgan Chase internal email, dated January 2012, re:CIO VaR (FYI. Dual plan ..... as
discussed keep the pressure on our friends in Model Validation and QR.). [JPM-CIO-PSI
0000151]

JPMorgan Chase internal emails, dated January 2012, re: CIO VaR heads up and update
(Importantly, for the same COB 26 January, the *new/full revaluation methodology* shows
VaR decreased ($1.3MM) from 70.8mm to 69.5mm. I estimate that this would make CIO
global VAR closer to $76 MM vs. the currently reported number >8115. We anticipate
final approval on Monday and that the *new methodology should become the official firm
submission from Monday, for 27 Jan COB.* Limit issues should therefore cease beginning
from Monday.). [JPM-CIO-PSI0000177-179]

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

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

RWA, CRM and Optimization:

46.

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



47.

48.

49.

50.

51.

52.

-

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

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

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

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

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

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

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

c. Excerpt from transcript of audio recording produced to the Permanent Subcommittee on
Investigations, call between Peter Weiland and Patrick Hagan, dated March 22, 2012.
[JPM-CIO-PSI-A 0000091]

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

book runs off and whether risk can be managed effectively ....).
[JPM-CIO-PSI 0000497-498]

Credit Spread Risk Metrics and Limits:

53.

54.

JPMorgan Chase internal email, dated January 2012, re: there is more loss coming in core
credit book (I reckon we have another 50M coming from CDX 1G9 exposure. The guys
have a huge skew trade on and they will defend it as much as we do.). [JPM-CIO-PSI
0001225]

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



55.

56.

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

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

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

[JPM-CIO-PSI 0000449-451]

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

Documents Related to OCC Oversight:

38.

59.

60.

61.

62.

63.

64.

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

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

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

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

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

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

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

JPMorgan Chase/OCC emails, dated April 2012, re: CIO EMR? (Does the CIO still
produce an EMR? It wasn’t included in the January Treasury EMR, which is where I used

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



65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.
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JPMorgan Chase/OCC emails, dated April 2012, re: Info on VaR, CSBPV, and stress status
and limits (We are working on a new set of limits for synthetic credit and the current CS01
will be replaced by something more sensible and granular.). [OCC-SPI-00022340-341]

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

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

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

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

OCC internal emails, dated May 2012, re: My opinion on yesterday’s meeting (I wasn'’t
satisfied with the comments made about valuation process and thresholds yesterday, and so
we have some followup here. *** In addition to reserve, there were likely problems with

the thresholds themselves. *** Valuation was one of the things Hogan said they are looking
at). [OCC-00005302-304]

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

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

OCC internal emails, dated May 2012, (Does not add up. Collateral dispute of $700 mil
versus a double digit reserves amount?). [OCC-SPI-00009335]

OCC internal emails, dated May 2012, re: Not Getting CIO daily P&L after only one day (1
got one CIO daily P&L distribution and then didn’t yesterday.). [OCC-00004540]

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



76.

77.

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

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

OCC internal emails, dated June 2012, re: 2nd Wilmer Hale Call (I then followed with a
question relating to what I described as mismarked books to which Hogan forcefully stated
JPM books were not mismarked, leaving both Elwyn and me left puzzled over how a
collateral dispute could be resolved by agreeing to the counterparties marks, without
admitting your own marks were incorrect.). [OCC-SPI-00071386]

Documents Related to Misinformation Investors, Regulators, and the Public:

79.

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

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

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

d. JPMorgan Chase internal emails, dated January 2012, re: APPROVAL NEEDED:
JPMC 95% 10Q VaR One-Off Limit Approval (Jamie Dimon: I approve.)
[JPM-CIO-PSI 0001337-338]

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

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

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

h. JPMorgan Chase internal emails, dated January 2012, re: JPMC Firmwide VaR - Daily
Update - COB 01/27/2012 (The Firm’s 95% 10Q VaR as of cob 01/27/2012 is $108mm
of the $125MM limit, a decrease of 853mm from the prior day’s revised VaR, driven by
CIO (implementation of newly approved VaR model for synthetic credit).).



80.

81.

82.

83.

84.

85.

86.

87.

88.
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[JPM-CIO-PSI 0001339]
JPMorgan Chase internal email, dated February 2012, re: CIO Business Review Materials.
[JPM-CIO-PSI 0001940-942, 1949-951, 1958-961, 1963]

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

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

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

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

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

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

JPMorgan Chase internal emails, dated April 2012, re: Deliverables for meeting tomorrow
(Doug had the question of why we just didn’t reduce the HY position to reduce our risk
rather than going long the 1G 9 (we discussed carry (ie associated p&l)....). [JPM-CIO-PSI
0001646-647]

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

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

JPMorgan Chase internal email, dated April 2012, re: updated (We are working on Jamie’s
request for Correlation of the credit book against the portfolio....). [JPM-CIO-PSI
0001077-078]

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

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

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

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

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

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

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

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

Report of JPMorgan Chase & Co. Management Task Force Regarding 2012 CIO Losses,
January 16, 2013.
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Growth of Synthetic Credit Portfolio
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Source: Subcommittee chart created from data provided by JPMorgan Chase, JPM-CIO-PSI 0037609.
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Synthetic Credit Portfolio Daily Profits and Losses
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Source: Subcommittee chart created from data provided by OCC spreadsheet, OCC-SPI-00000298; “Position Limit and Loss Advisory Summary
Report,” OCC-SPI-00134902. Numbers do not reflect restated P&L figures.



Synthetic Credit Portfolio Aggregate Profits and Losses
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Synthetic Credit Portfolio Risk Limit Breaches
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* Tested Weekly. See 5/13/2012 “Discussion Materials,” OCC-SPI-00000023, at 030.
Source: Subcommittee chart created from data provided by JPMorgan Chase, JPM-CIO-PSI 0000628,



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

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

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

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

=
£
5k
=
=
-

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

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

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



Synthetic Credit Portfolio .

Internal Profits and Loss Reports
January — May 2012

2012
| Trading - .. | Trading
YIDP&L || Date | DailyP&L | YTDP&L |- | Date | DailyP&L | YTDP&L |*-| Date | Daily P&L YIDP&L || Date | DailyP&L YTD P&L
$15,808,609) -$153,233,146] /| 2-Apr| $11,615112] -$707,057.081[% | 1-May -$794,944 -32,132,563,367

Trading
Date | Daily P&L

adan| -$2331.403)  -$2331,403) | 1-Feb| $11,809,066] -588.468,701

4-Jan| -$9.405,151| -511,736554| | 2-Feb| -$2.476245| -590,944,946|° -5878,902| -5154,112,48)* | 3-Apr| -510.407.844| .-5717,464.925]"%] 2-May| -352,404248] 52184967615
5-Jan| $11,489,045 $247509(: | 3-Feb $800,677| -$90,144,269) . $1,171,999| -S152.940,049) ) d-Apr| -S11,100,155) -5728,565080) ©| 3-May| -$91,590,554| -$2,276,558,169
6Jan| -86,118207] -$6365716] | 6-Feb| -$3,633327] -$93,777,596] 53,161,395 -$149,778,654| | S-Apr|  -$9,517,665)  -5738,082,745( | 4-May| -5103,250,854| 52,379 809,023
0.Jan| -$8161497 -$14527213|7| 7-Feb| -$749985) -$94,527,581|%°] 7-Mar|  $1264.716] -$148513.938] | 10-Apr| -$415342,049] -51,153.424.704) /| 7-May| -$58,065892 .52,437,874,915
10-Jan|  -51,147,064| -$15674277(%|  8-Feb| -$23,773,934] -$118301,515/% |  8&Mar|  $1,154,204| -$147,359,734|| 11-Apr| -$6,301,198] -81,159,725992] | B-May| -8195248,051] -82,633,122,966]

-84,565,697| -5151,925431] ° | 12-Apr]  -$4,809,755| -$1,164,535,747|= | 9-May| -$108,126,095| -$2,741.249,061
-$838,406| -$152,763,837] 1| 13-Apr| -$50,629714 -$1,215,165461|7 | 10-May| -536,461,805] -$2,777,710,866
-$55325| -§152,819,162[". |  16-Apr| -$37.415502] -81,252,580,963:= | 11-May| -§570,159,849] -53,347,870,715]

-$3,654,838| -S156,474,0000-"| 17-Apr|  $9,948,665| -$1,242,632,298) “4| 14-May| -§227,502,775| -83,575,463 4%0)
$730,181) -$157,204,181]3 | 18-Apr| -$28338.553) -$1.270.970,851 "] 15-May| -$119,236,467| -53,694,699,957

-$3,864,759| -$161,068.940) = | 19-Apr| -520,239.630] -$1,300,210481)

-$3,368,891| -$164,437,831) | 20-Apr| -$32.236,022] -$1,332,446,503] *

11-Jan $213,462) -515450,815)- | 9-Feb| -$4,114.571| -$122.416:485)
12-Jan| -$3,552,588| -$19,003,403| | 10-Feb] §1,044.270| -$121,372.216
13-Jan| -$1,328,679] -$20332,082)=" | 13-Feb| -55029,818| -5126,402,034
16-Jan| -$1,474,654] -521,806,736|%~ | 14-Feb| -51,756535 -5128,158 569"
17-Jan $538,245] -$21,268491)7 | 15-Feb| -$3,310,361] -$131,468,930 5
18-Jan|  $1,531.279| -$19.737.212| .|| 16-Feb| §2,787.722| -$128,681,208] ="
19-Jan| -$2.497,903] -522.235,115("| 17-Feb $151,612| -$128,529,596] ¢
20-Jan| -$5,824,024)  -$28,059,139] 20-Feb §1,402| -$128,528,194]" -$43,553,204| -5207,991,125| | 23-Apr| -5161,148,061| -51,493,594,564| -
23-Jan| -$14,937,654| -$42,996,793| "] 21.Feb| -§3,647,248| -§132,175442 $701,825 -$207,280,300) - | 24-Apr| -$81,602018] -$1575,197482|
24-Jan| -518,663,381 -$61,660,174" | 22-Feb| -$5258735| -$137.434,177)°%] 22-Mar| -$1786282| -$209,075,582) 7| 25-Apr| -$187,629,766| -31,762,827,248)
25-Jan| -85349.602] -$67,000776] | 23-Feb| -51.144,086] -5138.578.263) " °| 23-Mar] -512.555,383( 5221630065 E&Agr‘ -$162,235,258] -51.925.062,506] -
26-Tan|  -$1,609,067) 24-Feb| -$5248,999| -§143,827,262| | 26-Mar] -532,426,419| -5254,057,384| - :| 27-Apr| 515,364,325 -$1,909,698,181| =
27-Jan| -53,637,880) 27-Feb| -$7,575,866] -S151,403,128] 3| 27.Mar| .$44740,604] -$298,797.988] 25 30-Apr] -5222.070242] 52,131,768, 423
30-Jan| -§22,790,129 28-Feb| -52,894309| -§154,297,437| .| 28-Mar| -550,685.464| -5349,483,452|7 .

31-Jan| -$5,320915| -5100367,767)"% | 29-Feb| -514,744,318| -$169,041,755}% -$49,996,238| -$399,479,690 -

30-Mar| -§319,192,503| -5718,672,193|

i

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

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

2008 Synthetic Credit Portfolio (SCP) acquires its name.

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

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

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

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

Dec. 2011 Bank & CIO managers decide improving economy lessens need for credit protection.
Jamie Dimon instructs Ina Drew to reduce the CIO’s Risk Weighted Assets (RWA).

Dec. 22, 2011 CIO traders propose reducing RWA, in part, by manipulating models. ClO quantitative
head Pat Hagan develops CIO models that artificially lower SCP risk results.

Jan. 6,2012 SCP trading breaches CS01 risk limit; breach continues and increases until CIO risk

metrics are overhauled in May.

Jan. 16-20, 2012

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

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

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

Late Jan. 2012

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

Late Jan. 2012

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

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

Feb. 2012

Over February, SCP loses another $69 million.

Mar. 2, 2012

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

Mid-Mar. 2012

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

Over two weeks, CIO traders acquire $40 billion more in multiple long credit derivatives,
in what OCC called “doubling down” on an already losing trading strategy.

Mar. 20, 2012

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

Permanent Subcommittee on Investigations

EXHIBIT #1i




Timeline: Key Events in JPMorgan Chase Whale Trades

Mar. 23, 2012

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

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

Mar. 29, 2012

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

Mar. 31, 2012

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

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

Apr. 5,2012

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

Apr. 6, 2012

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

Apr. 9, 2012

Senate confirms new Comptroller of the Currency, Thomas Curry.

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

Apr. 10, 2012

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

Apr. 11, 2012

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

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

Apr. 13,2012

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

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

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

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

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

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

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

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

Apr. 19,2012

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

2




Timeline: Key Events in JPMorgan Chase Whale Trades

Apr. 27,2012 Bank’s Chief Risk Officer John Hogan dispatches Ashley Bacon, his deputy, to London
' CIO office to analyze SCP.
May 4, 2012 Bank calls OCC Examiner-in-Charge Scott Waterhouse to disclose SCP loss of $1.6
billion; internally, losses were reported to be $2.3 billion.
May 9, 2012 Bank meets with OCC; Chief Risk Officer John Hogan denies SCP books were mismarked,
' despite collateral valuation disputes.
May 10,2012 Bank’s Controller validates SCP marks, even though the marks were $512 million off the

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

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

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

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

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

May 11, 2012

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

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

Bank releases management task force report on whale trades.

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

Prepared by U.S. Senate Permanent Subcommittee on Investigations, March 2012.
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Chief Investment Office — Direct Reports
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Internatlonal Chief Investment Offlce
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Testimony of iamie Dimon
Chairfnan & CEO, JPMorgan Chase & Co.
Before thé U.S. Senate Committee on Banking, Housing aﬁd Urban Affairs
I Washington, D.C.

June 13, 2012

Chairman Johnson, Ranking Member Shelby, and Members of the Committee, | am appearing today to
discuss recent losses in a portfolio held by JPMorgan Chase’s Chief Investment Office (CIO). These losses

_have generated considerable attention, and whlie we are still reviewing the facts, | will explain -
everything | can to the extent possshie

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

What does the Chief Investment Office do?

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

While ClO's primary purpose is to invest excess liabilities and manage long-term interest rate and
currency exposure, it also maintains a smaller synthetic credit portfolio whose original intent was to
protect —or “hedge” — the company against a systemic event, like the financial crisis or Eurozone
situation. Among the largest risks we have as a bank are the potential credit losses we could incur from
the loans we make. The recent p‘rbblems in Cl0 occurred in this separate area of ClO’s responsibility:
ti‘IIE synthetic credit portfolio. This portfolio was designed to generate modest returns in a benign credit
environment and more substantial returns in a stressed environment. And as the financial crisis

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

What Happened?

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

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

What Went Wrong?

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

e  ClO’s strategy for reducing the synthetic credit portfolio was poorly conceived and vetted. The
strategy was not carefully analyzed or subjected to rigorous stress testing within CIO and was riot
reviewed outside CIO. '

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

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

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

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

Steps Ta_ken-.

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

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

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

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

* We are also conducting an extensive review of this incident, led by Mike Cavanagh, who served as
the company’s Chief Financial Officer during the financial crisis and is currently CEO of our Treasury
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& Securities Services business. The review, which is being assisted by our Legal Department and
outside counsel, also includes the heads of our Risk, Finance, Human Resources and Audit groups.

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

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

Perspective

We will not make light of these losses, but they should be put into perspective. We will lose some of our

shareholders’ money — and for that, we feel terrible — but no client, customer or taxpayer money was
impacted by this incident.

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

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

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

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

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

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

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

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

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

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

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

» And over the past three years, in the face of_signiﬁcant economic headwinds, we made the decision
not to retrench — but to step up — as we did with markets in turmoil when we were the only bank

willing to commit to lend $4 billion to the state of California, $2 billion to the state of New .Iersey
- and $1 billion to the state of lllinois.

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

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

- Thank you, and I'd welcome any questions you might havé.



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

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

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

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

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

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

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

" Kind regards,

Jim McInerney
Vice President & Assistant General Counsel
JPMorgan Chase Bank, N.A.
Mortgage Banking Legal Department -
237 Park Avenue
- New York, New York 10017
Direct: (212) 622-0560
james.a.mcinernev@i ase.co
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) _ Chief Investment Office
' New Business Tnitiative Approval
. ' - Executive Summary

Name of Tnitiative Credit and Equity Capzhility
Partiolio(s)/Region(s) NA/ EMEA

Imitiative Sponsor . Achilles Macris, Andy Pauzures
Initintive Approver '
Brief Initiative Deseription

CIO needs broad product capability/expertise to dynampically alloeate
capitz] and invest across asset classes, as well as to effectively manage
residnal exposures created by the Fimm's operating businesses. The key
areas where CIO needs to initially build out :ts pm&m:t capability arc
Credit & Equities.

Economic Rational for
Proceeding . Credit:

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

-~ largest visk concentration from the operating businesses, .

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

B CIO to add credit capshbilities to manage macro overlay progranis
similar to inteyest rates, mortgages, and foreign exchange.

Equity: ‘
vaideQ CIO with capability to opportunistically allocate capital to

. . equities to:

M Refine and target existing macro views.

B Complement ClO’s existing prnduct capability in coustrucung
macto hcdgc:s over the econommic cycle.

Key Changes From Current

Activity Credit:

A CJO cnmrently has very limited credit czpibﬂﬂy, mainly being confined to
yield enhancement strategies, This inftiztive will provide the platform to
bmild CIQ’s capab:hrv in order to allow CIO to managt corporate credit
exposures and diversify its asset classes.

Equity:
Redacted by the |
Permanent Subcommittee on Investigations
. Changes to Operational '
Processes CIQ will rely on the Bquity Derivatives Group (EDG) support model. This
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will be determined and governed by a Service Level Agraemént CI0 will
retzin ownetship of balance shest substantiztion.

. Key Risk Issnes : o
g : CIQ will be reliant upon the EDG tmddle office 'proccssmg and
| confirmation activity. This will be addressed via SLA between CIO and

EDG supporL

Risk Rating (1, 2 or 3) .
' 2 - Medium A

New products and S)’S’EII:IE. to CIO, It riot fo the Firm
Priority Rating (A, B or C) A-High
Other Significant Information :
Target Lamnch Date
Date Authorized to Proceed with
I)eveiupment

Gmdance.

Tnitiative . Approver: authorizes initiative development, agrees the iitiative lawnch and pncmuzas imitiatives for
‘development. The mmitiative apptover should be a direct report of the CIO.
Initiative Sponsor: the Sponsor ¢hould typically be a Portfolic Manager,

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

3 — Low Risk — little tneremental risk - inplementation of a vanilla initiative requmng the involvement of several risk
control areas whire only minor concerns are anticipared,

BANK PROPRIETARY AND/OR TRADE INFORMATION OCC-VSPI-O(.)08163 1
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o - JPMorganChase £

_ Chief Investment Office
New Business Initiative Approval
Proposal

Credit & Equity Capability

' 7 itiztive Sponsor Achilicy Mactis
. ' IDI.E?IV P Andmezurcs’ T
i Key Contact ] ] E Roger Kibbie-Whitg,
- Alison Giovannetti, ,
Brandon Konigsberg,
Bonitie Kindler,
: : Jason Hughes
" | Date Authorization to Develop Received '
Target Launch Date

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

' 1. Proposal Summary
2% Worldng'(}mup & Approver List
3. AInitiati;vaOverview -
4, Trade & Legal Entity Flow
5 Market Risk/VCG/Credit Risk
6. Finance - Accounting
7. Fin a'nce ;‘Regu]atory Capital
8. Finance - Con&nls
9. T&D - Techn ology.
10. T&O " Operations
. R Tax
..1.2. Légal
13. Compliance
14, Funding
15, Audit
Appﬁﬁﬂix 1: C.'FT C épeculaﬁw Position Limits
Appéndix 2 Non&tati_sti{_:al Limits
Appendix 3: Systerﬁ Architgctufe

Appendix 4: Equity Sector Index Futures
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1. Proposal Summary

: . - | Name of Initiative _ Creélit' and Equity Capability
' Partfolio(s)/Regions(s) h l\w EMEA
| Initistive Sponsor ‘Achilles Macts, Andy Panzm'cs
Initiative Approver-
Brici Initiative Deseription

CIO needs broad product capability/expertise to dynamically allocate
capital and Invest across asset classes, as well as to effectively manage |
residual exposures created by the Firm's operating businesses. The key
arcas where CIO needs to build out its product capability are in Credit &
Equities. .

Ecopomic rationale for proceeding
) Credit:

M The Firm has large cyclicsl exposure to eredit, which is the single
* Tlargest risk concentration from the operating businesses.
M Credit exposure and capital are mereasingly fimgible (Basel I0).
B CIO 1o 2dd credit capabiliies to manage macro gverlay programs
similar to interest rates, morigages, and foreign exchange.

' - Provides CIO with t:apablhty to oppomnﬁsﬁcaﬂy éJlocatc capitzl to A
’ : _ equities to:
V : B Refine and target existing macro views,

W Complement CIO's existing product capability in constructiog
meacro hedges aver the economic cycle,

Key changes from current activity
. Credit:

CIO currently has veyy limited eredit capability, mgeinly being confined
to yield cnhancement strategies. This fitiative will provide the platform
to build CIO’s capability in ordex to allow CIO tq meanage corporaic
|- propertics and dwcrmfy its asset classes,

| Equity:

Redacted by the - ‘
Permanent Snbcommittee on Investigations

=

' . , Key Risk issues

CIO will be reliant upon the EDG middie office processing and
_confirmation activity. This will be addressed via SLA botween CIO and
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E t
EDG support.
. Risk Rating (1, 2 or 3) ,
e ® 2 - Medium
‘ Newpm&ucts and gystems to CIO, but not to the Fim
Priority Rating (A, B or C) A -High
Processing Location “
Main systems impactad STS, FYRAMID
Other LOB’s or Legal Entitics Bank and Whitefriars Inc.
Tmpacted
Operational impact Anticipated
(include antieipated volumes and key Monthy Vols
5 ” ,
capagity metrice) | Credit Indices: Traxx, CDX etc. 80
. Credit default swaps : 40
s e s T T e
. Redacted By
| .
Permanent Subcommittee on Investigations
. Other significant information
: Regulatory approvals required No

Balance Sheet usage '
Other Policies impacted

Additional Headcount Required

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

Date autherized to procecd with |

development

Target Launch Date

Leate April

Key Contact {or guestions

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

Person responsible for Post
Irplementation Review

BANK PROPRIETARY AND/bR TRADE INFORMATION

OCC-SPI1-00081631



B5/22/26888 15:32 2128346558 CIO PAGE 87/38
; 2. Working Group and Approvers
Stakeholder Ares © Working Group . Sighature  Agreed Dete Approved
- Member(s) : e Completion Dafe ?

Business Sponsorshin : ) : :

(Glaba! Head Inz Drow

Global CFQ Jot Bonocore

Fartfaiio Maneger (njtiative Sponsor) Achilics Macris, Andy

) g : Panzures

Regional CFO Brendon Konigsterg,

Roger Kibble-White,
P Celvig Leg

TEO Manager Alson Giovannctty, Phil

Lewis
. Risk Control Arers

Market, Risk, Gredit Risk & VCG Beb Rupp, Fiona Longmauir

Finanee ~ Accounting Marke Alldn, Allister *
Icffrey, David Alesander

Regulatory Capital Keith Enfield/Mark Weber

Finance - Controls Eliiot Honeyfield, Nancy
Dennéry

T&Q — Technology Joe Colman, Nick Wood

T&O - Operations Alison Giovermetti, Bonnje
Kindler, Tom.Maure

T=x : Mark Frediani

Legal . Carolyn Monroe-Koatz

Complisnce Cailn Barrison, Bob Cole .

Funding Froderie Mouchel

Audit . Bill MeMsanus, Saily

) Rugsell
. (rther as appropriate
Senjor Country Officer
. |_Lega! Entity CFO/SFO Ablister Jeifioy

*Sigm-OTfs are contained in 3 sepsrate fle distributed with fhis destment
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3. Initiative Overview

. i, Initiative description, economic jistificaiion, strategic fit, growilt forecasi, expected volume, cﬂpﬂcl‘{r‘lﬁnﬂs
I, Business Rationale including marke! opportunities and risks

Please see Executive Butmary,

Proposed initial product list:
. Credit:
- 1= Credit Indices: iTraxx, CDX ete. ~ sct below for indices

—  Credit default swaps (not on corporate names) - see below for indices
~. Options cn Credit Indices— se below for indices. ‘

For EMEA, Options on Credit indices are dependens upon the build ouf of credit proa'um within
Pyramid Eguities, scheduled for Maylhme 2006, and shau!d not be traded wumtil this
m:p!mmanon is complete.

Inchce.-s: .

Eumpe‘: Traxs, USA: CDX, Japan: Tiraxx

Components:

" — Xaver Syr
— HivelSyr

. : — MainlGS5yr
' — MainIG 10y

~  Finzancial Sub Index 5 yr

—  Financial Sub Index 10 31

- Options on:

Xover 5 I
—~ Hivol i yr
MainiG 3y

Redacted by the
Permanent Subcommittee on Investigations

i
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4. Trade & Legal Entity Flow .

i Inchude on end o end product flow diagram including external resoutces utilized

k

STS . *  General Ledger

. . Pyramid

—  Client facing trade captured in Pyramid

—  Trade serded through STS '

—  Confirmation pensrated through XDG a subset of $T3 _ :
—  Pyramid zuto generates a back to back trade between the Bank and JP Morgan Whiteftiars Inc. -

~  Pyramid auto feeds TPMCB and TP Morgan Whitcfriars Inc General Ledger
- Client risk recorded in IMPCR

~  Trade tisk recorded in JP Morgan Whitcfriars In

i, List legal entities impacted

¥

Street — Bark

W]:ﬁteﬁ‘iars Inc

- London Branch (trades back-to-back threntgh the branch)
— NY Branch (trades back-to-back throngh the branch)
— TP Morgan Whitefriars Inc, (ultimate repogitory of the risk)
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B5/22/2088 15:32 2128346550 27 i3 “CID PAGE 1@8/36

A Market Rlsk.,’Va]uatu on Cuntrol/Credxt Risk
. ) Market Rxﬂc _
The initial product slate is:
Credit (§5Tm VaR timir):
—  Credit Indicies”
~  Credit default swaps
= Options on credit indices

Equity ($10mm VaR Hmif):

el T
Redacied by ine

Permanent Subcommittee on Investigations !

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

Egmﬂw trading:
.- - Redacted by the
. Permanent Subcommittee on Investigations
~ Credit trading:

Credit trading i% eqsent:ally a new business and therefore requn-es a new limits infrastructure COTOpriSing
‘both VaR and non-statistical measures such as 10% ctedit spread widening, csbpv or default exposare.

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

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

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

Tt i5 understood that owing to systems copstraints the Credit Hybrids functmnah‘ry within Pyraxmd will not
be available for nse by CIO umtil May/June 2006. CIO should therefore refrain from undertaking
credit options trading until this ime. Since the Eqmties version of Pyramid is the only platform available
then there will be 2 number of short-coriings, namely:

a) no decotrposed index feed

b) o SNPR feed

¢) raliance on the Pyramid modcl for computing VaR (in which credit data is understood to be dubjous)

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

BANK PROPRIETARY AND/OR TRADE INFORMATION OCC-SPI-00081631
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Given the deficiencies of the Pyramid Equities version for the credit trading activity, MVAR would fosist
: that in the event the required systems development docs not occur by end of H1°06 new activities must. su:lp
. _ and the CIO Risk Committes must evaluate how to proceed.

Vuluation Contraf

CIO is not a market maker and wses fthe- Investment Bapk®s nisk and valustion systemns to transact its
products. As such CIO {s 4 price taker using prices and valnation inpute controlled and detemined by the
market making businesses of the bank. CI0’s Vahiation Control Group coordinator will enswre that where
pricing adjustments are idemified from the month end price test process for market making groups m the

Investment Bank, that where CIO bold ths garne positions the adjustncnts are elso discussed with/applied to
CIO. ;

Credit trading:

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

if the business were to venture info single name space theses positions would quelify for Price Discovery,
Recovery Rate and/or Concentration reserves.

6. Finance - Accounting

i Describe aceouniing ireatment to be wtilized

The instruments in the initial product slate are derivatives and ag such must be murked-to-market. These
. . : itemns will be treated as trading instruments. ETF's will also be treated as trading instroments.

iL Conxfdér:,qcaurgntfng Fa!fq: review and regulatory reporting implications
Regulatory considerations are considered in Section B below,

it Will the accounting for the new products be performed manually or will it be automated?

The accounting will be-automated using the ACE accounting engine to generate entries.
s Finance - Regulatory Capital

JP Morgap Whitefriars Inc. has po standzlone rcgulatory capital mqmrcmcnm Positions TP Morgan
Whitefriars Inc. Wﬂl b: subject to the an s regulatory capital requ:mmcms

i, Has this product been reviewed by rcg:!m.:n: reporting (US and nan-us;} i ensure that it will be reported in accardance with
regultory reporing requirements.  List any regulatory reporting reguirements (US and r:on—U.':B i relation ta {ite row
product and provide & description of any requirements that dfﬂ'crfrom GAAP,

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

4 For Riskbused capital purposes. will this praducz be bocked wnder tradlng or banidng book ndes and has legal ‘and
rzgu!atm;v reparting reviewed the propa sed treatment,

. For Risk-hased cap1ta1 purpases, this product will be booked tmﬁcr trading book rules and legal and
¢ reguiatory reportmg reviewed the D‘EU'[JUSEd treatment.

BANK PROPR]ETARY_AND/OR,TRADE ]NFORMATIOﬁ OCC-SPI-00081631
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fi. WAl this product feed into nppropricie market, eounterparty cradit and specific risk svstems (i so, please deseribe the feed
. ; names, internal motel, risk and booking systems, and approprime conlacts in lechnoiogy and middle offics)? If nat, have
procedures and conitrols been pul i1 place e repart i matually and who will be the contact person for manual reparting?

The following approaches will be nsed to feed the Firm’s specific risk systerms:

~  Credit: CIO will leverage the Equity Derivatives Group’s PYRAMID infrestructore, CIO will use -
 fhe infrastructure to feed the Firm's PCM model which will be vsed to caleufate speazﬁc risk on the -
credit products with the exception’ of Credit Options which will be calculated using the following
male:-

For ophon positions, lcmg or short, the risk weighted amount is the market value of the effective
© motional amount of the iderlying instrment or mdex multiplied by the option's delta. These are

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

may not be able nse a aption delta approach (we may need to use a potiooal x 8% approach). :

Equity: 7 I

Redacted by the
Permanent Subcommittee on Investigations.

. .

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

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

V. .Docs' Ihis product impact deposits and, if 50, kes tfm been cenmun.fmred 70 regulatory feporting for parpases of eaiculating -
approgriafe reserves.

This product does not im-pa'ct deposits,
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vi. Has any pmpect o risk wdgh.tm" assets been identified, evalusted and cormmunicated fo mgﬁiarwyrrcponmg_ Ara the
. approprinie Misk welghted asset limits tn place and been reviewed by the applicable CFO?

Given the use of approved models as detailed shove, the impact to risk weighted assets i3 not-deemed
to be material and can be accommodated within C1O’s cxisting Homits.

¥

vil. Has the methodology for calenlating risk weighted assets for VAR and specific risk been communicated and approved by

regilatory reporting & Metke! Risk Management? Is any rogulatory npprbmi or specific risk madel development reguired for
. this product? . '

The methodology for caloulzting risk weiéhtzﬁ assets for VAR and si:egi.ﬁc risk been commmmicated
and approved by regulatery reporting. The models bave been approved by the regnlators and hence no
specific :egulatory approval or specific risk moedel developrment is required for this product,

vitl. Jf'this prodict requires risk (including general, squﬁc and oo:m!mparw hos tie produst been su-!:miucd 10 ragulatory
reperting fo update the risk inventory lisi?

The product slate is part of the bank’s existing approved products,

8. Finance - Controls

Bl

i, Consider changes (o the controf environment including process, éonirol procedures and review
. H# Sarbames Oxley implications: qwnervb:p of new process lemplates, lesting

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

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

Discreet cast centers, SPN's and. books are being estabhs]wd far CIO Eumpc and NewYork o m:ppon
and segregate the activity.

9% T&Q - Technology

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

. S : Post-Implementation Review

Section 1 - to be corpleted at the time of approval

Name of Imitiative:

Line of Business:

Post Implernentation Key
Contact:

Launch Approval Date:
First Transaction Date:

. Bricf description of the approved initiative:

(copy from initiative summery)

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

Risi: Review Gri:-up' Conditigns raised during sign off Comments

Section 2 ~ to be completed within 6 months of fhe activity going live

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

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

Have there been any operational errors ag a resnlt of introducing this initiative?

What econormic value has been recéivécl end how dees that value compare to the initial projections?

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

Qther points of note
. Post implementation review completed by {Insett name) ;
Diate ; 7 . (Insert date completed) i

Send commpleted copy to LGB ORM, Regional Expeditor and Audit

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

10% Credit Spread Widening

CEBEY

Vega

$2rmm (Total) ‘

$2mm (By Sub-Indcx e.g. itrases main, Ttraxx hivol)

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

tha (Total — f::.;]ércssad in 6.4 bp ble terms)

BANK PROPRIETARY AND/OR TRADE INFORMATION
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PAGE 25/3@
_ credit & Equity NBIA sign-off.txt
CIO & GFLM - \ S
Alison C Giovannetti
20/04/2006 12:44 _ .
] To: Jason LDN Hughes/JPMCHASE@IPMCHASE, Roger X
kibble-white/1PMCHASE@]PMCHASE
cc: ;
. Subject: Re: Credit & Equity NBIA ~ sign off
This document contains a file attachment with a file size of 198.2 K&,
signed off
Regards,
© Alison
K4 sen 6T ovarmetts ’ . wemm = Redacted by the Permanent
GOP : & 325 8025 ‘ _ Subcommittee on Investigations

" External : (020)

Corporate Reporting B_usiﬁess Advisory - Tel 212-834-9425 ce11 i
Keith enfield . - .
20/04/2006 14:51 ’

To: Jason LDN_Hughes/JIPMCHASEQIPMCHASE
cC: Roger X Kibble-white/JlPMCHASE@IPMCHASE
Subject: Re: Credit & Equity NBIA

.‘ T approve but I think Kou shouTd make a note that non-vanilla equity
preducts (if you ever have any) and credit swaptions (which you_are

E’I anning on trading and are not currently approved for PCM) will need to
be reported via the mantal template. d

Phil Lewis

21./04/2006 13:57 .
.To: Jason LDN Hughes/JPMCHASE@IPMCHASE
cc: Alison € Giavannetti/JIPMCHASE@IPMCHASE,
thomas.j . mauro@jpmorgan. com@l PMCHASE ) .
Subject: . Rea: Credit & Equity NBIA

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

As stated in the document, next step is to finalise the SLAs and sops
regards -

Phi

David M Alexander
25/04/2006 14:11

’ To: Jason LDN Hughes/JPMCHASE@JIPMCHASE
.' ce: Roger X Kibble-White/IPMCHASE
Subject: Re: Credit & Equity NBIA
Page 1
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. ‘ ‘ Credit & Equity NBIA Sign-off.-itxt
Jasqn - v

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

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

. Thanks.

Nancy E. Dennery Chief Investment office - Tel (212) 834 - 9485
Nancy E Denner

25/04/2006 lB:gQ

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

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

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

Treasury - Tel +44 20 7777 0034
Frederic Mouchel :

03/05/2006 09:56

7O 5asan.LDN.HUghes@jpmongan.com@JPMCHASE

ce:
Subject: .~ Re: Credit & Equity NBIA

‘ ’ This document contains a file attachment with a file size of 198.2 Ks.
Fine with me. ‘

Rgds
F
Investment Bank - Technoiogy

NicheTas 35 wood
03/05/2006 17:50

To:. Jascn LDN Hughes/JPMCHASE

, es joseph g coleman ) :
subject: Re; Credit & Egquity NBIA

This document contains a ile attachment_w1th g file size of 1992.4 KB.

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

my review of anﬁ toals that Joe mag be deve1qging {you allude to these but
don't specify what they do or how big they will be ~ bottom of P13)
create appropriate id adwin workflows for the existing apps (Pyramd, sTS,

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

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

Robert 3. Cole Compliance - Tel 212/270-1554 Fax 212/270-3450
Robert 1 Cole . ‘ -

Page 2.
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: credit & Equity NBIA Sign-off.txt
: . 05/05/2006 20:19 : : :

To: Jason LDN Hughes/JIPMCHASE@IPMCHASE
e O Roger X Kibble-white/JPMCHASE@IPMCHASE, Brandon
Konigsberg/JPMCHASE@IPMCHASE, Carolyh Monroe-Koatz/IPMCHASE@IPMCHASE,
colin R Harrison/JPMCHASEQ@IPMCHASE :

© subject: Re: NBIA - Compliance Section

Jason- sSee my comments below (in red and strikethrough), which includes
new language regarding compiiance approval required before trading din
credit/equity indices with Tess than 20 names as we discussed. With these
changes, we are ok from US Compliance perspective .

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

Arthur Kirshenbaum-
Q4/05/2006 15:48

To: Jason LDN_ Hughes/IPMCHASEGIPMCHASE
ct; Roger. X Kibble-white/IPMCHASE@IPMCHASE
Subject: " Re: Fw: Credit & Equity NBIA

Jason,

I have no further comments or questions and approve.

is ﬁhis e-mail sufficient or do yvou have a more formal proceSS?
Arthur

Mark Frediani
.. 27/04/2006 15:25

. To: Jason LDN Hu?hes/JPMCHASE@JPHCHASE ;
(e Roger X Kibble-white/JPMCHASE@IPMCHASE
subject: Re: Fw: Credit & Equity NSTA :
This decument contains a file attachment with a file size of 778.5 KB.

Jason, :

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

Mark

robert R Rupp
28/04/2006 20:49

To: achilles 0 Macris/JIPMCHASE@IPMCHASE, Andrew
" Panzures/IPMCHASEGIPMCHASE o
cc: Ina Drew/IPMCHASE@IPMCHASE, Enrice Dalla

vecchia/IPMCHASE@IPMCHASE, Joseph S. Bonocore/JPMCHASE@IPMCHASE, Roger X
KibbTe-white/JPMCHASE@IPMCHASE, Brandeon Kenigsberg/JPMCHASEGIPMCHASE,

Jasen LDN Eughes/JPMCHASE@JPMCHASE, Fiona J. Longmuir/JPMCHASE@IPMCHASE
subject:

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

~ Fiona prepared a summarg of our discussion which includes a Tist of
. follow-up issues (see the hottom of the attachment). More detailed
~information is included.in the NBIA document. Most of the issues are
- " Page 3
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' Credit & Equity NBTA Sign-off.txt ,
: . reTated to fTeeds and reports that Reger/Fisna/lason and others have been

working om. 1Inm addition to those issuss, there are two items I want to
note here: ‘ : -

1. We assembled an approach to Timits that paraliels the method used in
the IB for these products. Wwhile we are set on VAR Timits, we need to
work with you to Til11 out the other proposed Timits (eg deita, vaga,
credit events) outlined in the attachmant.

2. Pls note the systems issues around credit options which need to be
resolved before proceeding with that product, "o

Any questions/issues, Tets discuss early next week. thanks
Bob R

CI0 / GFLM Technology - Tel 212-622-6136
Joseph G 'Coleman : ,
25/04/2006 13:03 _
To: Jason LDN Hughes/JPMCHASE@IPMCHASE
ces Alisen € Glovannetti/IPMCHASE@IPMCHASE
- Subject: .. .Re! Credit & Equity NBIA
Confirmed - I sign off

.

‘ Elliot M Honeyﬁiew
20/04/2006 10:39

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

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

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

E11i0t

LONBON BRANCH LEA LEGAL ENTITY CONTROLLERS -~ Tal 44 207 777 2275 Fax 44
207 777 2Q10 . . : ;

Mark S. Allen
(9/05/2006 18:50

TO: Jason LDN ‘Hughes/JPMCHASE®IPMCHASE o
cc: Andrew Marcovitch/JPMCHASE@IFMCHASE, Arthur -
Kirshenbaum/IJPMCHASE@IFMCHASE, Dermot M walsh/JIPMCHASE@IFMCHASE, Rachel E
Ledgh/JIPMCHASE@IPMCHASE, Madhura Shah/JPMCHASE@IPMCHASE :
. subject: : Re: Fw: Credit & Equity NBI&
This document contains a file attachwment with a file size of 778.5 KB.

Jason,

My sign-off is obviously daﬁenda_mt on Rachel Leigh's approval to use the .
, Equities infrastructure. otherwise no further questions.
. ~ Regards,

Page 4

BANK PRQPRIE.TARY AND/OR TRADE INFORMATION OCC-SPI-00081631



85/22/28B8 15:32 212834655@ CID PAGE 28/38

. ' - credit & Equity NBIA Sigh-off.txt
Mark

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

To; Jason LDN Hughes/JPMCHASE@JPMCHASE
cC:

Subject: Fw: Credit & Equ1ty NBIA
Th15 document conta1ns a file attachment with a file size of 198.2 Kk&B.

Jason
- signed-off..
Thanlks

-Roger

Chief Investment o0ffice Finance and Business Management - Tel

(B52)2800-7091 ar GDPZSO =7091 Fax CSSZ}ZBIO 6709
Colvis Lea

- 10/05/2006 14:52

. ' To: 5ason LDN Hughes,/IPMCHASEGI PMCHASE

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

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

There is no {ssue from Asia CIO CFO perspect1va The market risk Timits
granted are on a global basis. Wwe are in the process of coordinating a -
separate NBI s1?n off for Asia and will refer to the global Timits in our
assessment. s take this as my s1gnoff : ‘

Thanks,

colvis -

Chief Investment o0ffice CFO/COO
Joseph S. Bonacore
. 10/05/2006 16:09

: To: Jason LON Hughes/JPMCHASE@IPMCHASE

€62 Roger X Kibble-white/IPMCHASE@IPMCHASE, Ina
brew/3PMCHASE@I PMCHASE

subject: Credit/Equities NBIA

Approved,
Joe

chief Investment 0ffice
Ina Drew

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

To:  Jason LDN.Hughes/:llPMCHASE@J'FMCHASE -
. ce: Roger X Kibble-white/IPMCHASE@IPMCHASE, 3Jaseph 5.
Bonocore/IPMCHASEGIPMCHASE ,

subject: Fw: Credit/Equities NEIA

Approved,
Ina Drew

Carolyn L. Monroe-Koatz Managing Director & Assoc. General Counsel
; Carolyn Monroe-Koatz : : :
15/05/2006 14:59 . .
To: Roger X Kibble-white/JIPMCHASEGIPMCHASE
cc; : & i ‘L
subject: credit and Equity Capability NBIA

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

Page 6
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Audit Depart'me'nt Report

ClO Global Credit Trading
Report Number: G-07/005
Audit Rating: Satisfactory
Report Date: _ November 29, 2007
Audit Type: Audit
No Prior Report Explanation : First Time Review of New Business, Product or Service

Business Overview and Context

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

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

e Trade capture processes & controls (including cancel, amends & late trades)
e Daily P&L and market risk calculation, sign off & reporting processes and controls
e Monthly VCG valuation & reserves
e Middle Office reconciliation break item clearance & oversight
Key Findings

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

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

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

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

Business Details

Level 1: Chief Investment Office

Business Executive: Ina Drew

Level 2: CIlO

Business Executive: Achilles O Macris, Joseph S. Bonocore

Permanent Subcommittee on Investigations
EXHIBIT #5

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



Location: New York, New York, US

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

Management Team Member: Hatzopoulos, Alexander X

Audit Manager: William K McManus

Auditor In Charge: Sally Russell

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

Management should continue their investigation and strengthen their reconciliation procedures over this account

Action Plan

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

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

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

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

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

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

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO-PSI-H 0ﬁ06023



ummary of Positions b e

lotlonal USD Factorsy

Dale

T 2011-01:03 - 7.0 12011:08-30 2011-09-30 2011-12-30 2012-03-30 2012-06-28

‘DS_INDEX R ©T14,212,090,532 44,978,685,306 17,869,281,012 99,809,214,335 |- 15,822,082 448

‘D5_SINGLE_NAME - 835,252,534

\DS_TRANCHE 10,212,156,745 - 3,021,344,404 26,371,448,362 57,269,089,380 | 54,604,244,782 |.

frand Total B g 3,008,933,787 41,957,340,902 44,240,730,378 167,078,313,725 39,616,614,867

iummary-of Positions by Type and Serles

Jotlonal USD Factored '

ype Product Sarles 2011-03-31 2011-06-30 2011-09-30 2011-12-30 2012-03-30 2012-06-29

3DS_INDEX COXNAHY 1.014,851,500 11,832,626,500 - 4,246,185,000 |- 22,047,733,000 [~ 29.813,674,000
CDXNAIG - 12,051,602,385 |- 14,121,147,995 |- - 9,947,825,995 62,123,218,005 14,169,226,005
COX.NAIGHVOL - 0 i i 2
CDXNAXO n - E -
ITRAXX.EURLFINSEN s 70,852,480 |- 155,864,191 73,240,757 |- 0
ITRAXX.EUR FINSUB - 1,187,677,867 |- 1,861,670,883 {- - 2,328,273,666 |- 2,114,880,403 |- 3,102,705,254
ITRAXX EUR HIVOL 0 - - - -
ITRAXX EURMAIN 37,478,656,786 51,872,468,206 40,740,245,026 T1,774,454,424 10,428,139,571
ITRAXX.EUR.SOVXWE - - - 46,665,000 =
ITRAXX.EUR XOVER 73,790,678 |- 1,421,626.410 |- - 5215875674 |- B,880,974,448 - 6,338,972,770
LCDX.NA - 4,236,164,000 |- 1,266,300,000 |- - 1,198,764,000 |- 1,164,896,000 |- 1,164,996,000

ZD5_INDEX Total 18,981,098,123 44,978,685,306 17,803,320,660 99,809,214,335 |- 15,022,082,448

3D5_SINGLE_NAME : > = 136,252,534

ZDS_SINGLE_NAME Total il L 36,262,534

5DS._TRANCHE COXNAHY 8,118,656,5644 10,394,268,290 12,369,757,169 14,308, 175,567 15,204 533 082
CDX.NAIG - 10,648,030,614 |- 13,545,590,864 |- - 5,380,701,843 |- 7,356,130,485 |- 9,000,333,231
ITRAXEURMAIN 9,325,954,275 |- 3,111,768,697 23,239,155,826 47,356,169,732 45,438,160,356
LCDX.NA 3,382.476,443 3,241,766,867 3,055,178,686 2,961,884,575 2,961,884,575

=55 TRANCHE Toial - 4,820,952,252 |- 3,021,344,404 33,263,389,737 57,268,098,380 54,604,244,782

Grand Total 14,160,146,870 41,957,340,902 51,086,710,428 157,078,313,725 39,616,614,867

|
=
=]
5
&
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From: Drew, Ina <Ina Drew@jpmorgan.com>

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

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

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

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

From: Martin-Artajo, Javier X

To: Drew, Ina

Cc: Macris, Achilles O

Sent: Tue Jan 1012:01:01 2012

Subject: RE: International Credit Consolldated P&L 08 Jan 2012

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

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

0K, thanks. Can you forward the scheduia for releases ie: what is the release planned given the budgeted
reduction.

From: Martin-Artajo, Javier X -

Sent: Tuesday, Januan,r 10, 2012 11:05 AM

To: Drew, Ina

Cc: Macris, Achilles O

Subject RE: International Credit Consolidated P&L 05- Jan 2012

Management line is the release of P{ L that comes from unwinding off the run positions. This is an adjustment
that was made in 2008 for iliquidity of the credit derivatives book . In a way | it is a reserve release for iliquid
indexes .

From: Drew, Ina

Sent: 09 January 2012 21:25

To: Martin-Artajo, Javier X

Cc: Macris, Achilles O

Sub;ect FW: International Credit Consolidated P&L OQ-Jan-ziJlZ

The management line is?? Thanks.

From: Munjayi, Tendai

Permanent Subcommittee on Investigations
EXHIBIT #7

Confidential Treatment Requested by J.P JPM-CIO-PSI 0000075



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

To: EOD Credit estimate
Cc: (IO P&L Team

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

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

Strategic

Tactical

Total Core

Investments

Total Investments

Management

Total Intemnational Credit:

usD 000"
Daily Est. MTD

Redacted By

Permanent Subcommittee on Investigations

Core Tactical -1,824 -3,306

Tactical 2 _ i 0 31
Credit Single Names . 38 161

4329 -30,811

T L L N T B e R e D ] T P e S Py e S VST - NS
Redacted By

Permanent Subcommittee on Investigations
e P P P P PP A PP P B~ Pl B T

4068 . -1,740

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

Strategic

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

usD 000
Daily Est. MTD

Redacted By

Permanent Subcommittee on Investigations

JPM-C10-PSI 0000076



T P e O Y W P L e VPV Y T PV B S e S M
Redacted By

Permanent Subcommittee on Investigations

Tactical Tactical 1 ; _ -1,824 -3,306
Tactical 2 0 31
Credit Single Names B 35 161
Total Core 4329  -30,811
Investments

#
Redacted By

Permanent Subcommittee on Investigations

#

Total Investments

Management R 0 20,772

Total International Credit: - -4,068 -7,740

CREDIT MARKET COMMENTARY

Synthetic Credit

Ancther day with very little realized volatility, and a bit more weakness, coming from European bank equities
(Italian banks such as Unicredito), pushing single names, then FINSEN then iTraxx.Main index wider. Overall

levels of spreads remain very high, relatively to the recent move in convexity instruments - credit volatility was .
once more very much for sale, espedially in Europe (-3pt in iTraxx. Main ATM March), and longer date mezzanine
tranches are decently tighter too. US credit was wider - consolidating a bit after the recent outperformance

given the good numbers for the US econemy. Our iTraxx positions are getting hurt mostly due to the long

overlay, and the compression between [Traxx.Main and iTraxx.Xover. In CDX.IG super senior tranches are

catching a bid - causing mezzanine tranches to tighten, hurting our positioning in this complex. In CDX.HY short
.dated off the run index are decently outperforming today, causing HY curves to steepen - we are also benefiting
from higher mezzanine tranches across the board.
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Redacted By

Permanent Subcommittee on Investigations
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Many Thanks and Kind Regards

Tendai,

Tendai Munjayi

Chief Investrment Office
JP Morgan Chase & Co.

100 Wood St, London EC2V 7AN
Tel ® +44 (0) 207 777 9424

Email & tendai.muniayi@jpmorgan.com

Confidential Treatment Requested by J.P. N‘lorgan & Co. JPM-C10-PS] 0000078



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

Importance: High

From: Perryman, Andrew X

Sent: 18 January 2012 15:57

To: Serpico, Gina

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

Importance: High

Hi Gina,
Piea_se find attached a copy of the meeting materials for Ina's 3pm meeting with Javier, Achilles and Bruno. Any questions
please do not hesitate to give me a call. '

Kind regards,

Andy

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

wemmee = Redacted by the Permanent
.Subcommittee on Investigations

8 Permanent Subcommittee on Investigations

EXHIBIT #8

JPM-CIO-PSI 0000098

Confidential Treatment Requested by J.|
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Core Credit Book — Current RWA Summary

& The table below is the ClO International desk model's Core Credit Bock RWA summary (Strategic + Tactical)

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

*00 g uebiol "d'r Aq pajsenbay jusuneas] |enuspyuon

0010000 ISd-OID-Wdr

0040000 OI>-WdrF

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

HistVar 86,566,113 273,746,085 3,421,826,066 5,431,270,000
StressVar | 189,476,958 599,178,751 7.489,734,393 17,557,570,000
CRM 802,991,005 802,991,095 10,037,388,685 18,274,000,000*
Total 1,675,915,931 20,948,949,143 41,262,840,000

ge CRM for Q4 p

HistVar

69,252,890

StressVar

166,360,769
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CORE CREDIT BOOK HIGHLIGHTS

Credit book highlights

3 blocks of forward spread exposure

Main P&L components

B -USD130mm Main
m -USD250mm CDX IG
# -USD210mm CDX HY

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

® CDXHY10 and 11: Jun 2012 and Dec 2012: (30% position)
1

@ Main ITraxx S9: 20% book RWA — gross notional: USD90bln - estimated carry: USD100mm
m CDXIG9: 35% book RWA — gross notional: USD278bln - estimated carry: USD200mm

B CDX HY10 and 11: 45% book RWA — gross notional; USD115bln - estimated carry: USD10mm

B 35% reduction cost USD590mm (not a worst case but based on today's market depth)

JEMorgan



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

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

Subject: Credit book Decision Table - Scenario clarification

CC:

Ina,

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

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

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

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

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

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

Let me know if you want to further discuss ..

Best regards

lavier

Permanent Subcommittee on Investigations

EXHIBIT #9

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

odel

QR model prevails

Scenarios and percelved feasibility
|as of today

REDUCTION
(as discussed at 7th December
2011 meeting London and follow
upon Xmas)

fModel applied and diversification

QR Model no diversification

Data?

No detailed data

RWA reduced from USD 43 Bln to

Ia_edu:liun In RWA )

UsD 20 Bln
RWA target EOY (undiversified) USD 20 Bln
Estimated Diversified RWA usD 20 Bln

[Risk management

Systematlc reduction of the
largest legs across the book

Unwind of existing trades across

the board
[Trading cost USD 590mm
Carry USD 400-500mm -
ptionality USD 0-50mm
PRL range USD -150mm to USD -50mm
Drawdown needed USD 300mm

QR model prevails

Cl0 model prevails

Possible if approved by QR

CIO Model no diversification

Data available
AWA reduced from USD 21 Bln to |
' USD 15 Bin

USD 15 Bln

UsD 15 Bin

Active risk reduction of the
critical legs with regards to RWA
marginals
Buying protection on 1G9 10yr,
MAIN 59, HY10 Tyr

Us0 100mm

USD 200mm

USD 0-50mm

USD 50mm to USD 150mm

“USD 150mm

Cl0 model prevails
i

JE2Morgan




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

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

From: Iksil, Bruno M.

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

latest version for ismg.. for ur record -

JPM-CIO-PSI 0000159

Permanent Subcommittee on Investigations
EXHIBIT #10

Confidential Treatment Requested by J.
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CORE CREDIT BOOK HIGHLIGHTS

Credit book executive summary

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

m  ‘Where the YTD loss coming from?
& Shortrisk HY exposure ( -50M USD) + off the run vs on the run basis ( -200MUSD)

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

i Which trades were done so far this year ? : sold protection in Itraxx main-xover and CDX IG (no US HY)

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

2- the trades that make sense

B The frade that makes sense : sell the forward spread and buy protection on the tightening move
im Use indices and add to existing position '
m Go long risk on some belly tranches especially where defaults may realize
@ Buy protection on HY and Xover in rallies and turn the position over to monetize volatility

m Staﬁ with a long risk bias and use the equity tranches on tighter spreads to optimize upside on stress.

3- Profile of the book and main scenario considered :
@ The book is lcng vega short gamma ( like tactical but 15-20 time larger) : daily carry +2M

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

® " The plan : buy protection on the way to tighter spreads

JPMorgan
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CORE CREDIT BOOK HIGHLIGHTS

Credit book Risk Profile

1-The credit book conveys upside on defaults in IG and a decompression trade HY vs |G

@ The long risk overlay in series 9 is mostly hedging short risk In US HY and Itraxx Xover

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

2- The main P&L drivers

®m  The forward spreads in series 9 |G, in particular in Equity tranches :
@ 10M$ per Bp in Main itraxx S9
® 20M$ per Bpin CDX 1G9

@ The Hy10-H‘f.'11 2yr into 2yr forward spread ( via equity tranche) versus the HY 14 Syr ( 3yr) : 1-2M$ per Bp

@ A compression trade : US HY vs US |G ( 3.5M$ per BP), itraxx Xover vs itraxx Main ( 1.25M$ per BP)

3- The current strategy :

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

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

m  We are both long risk on forward spreads and carry Jump to default upside in itraxx Main §9 and CDX 1G9

. JEMorgan
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CORE CREDIT BOOK HIGHLIGHTS

Credit book P&L story Q4 2011 till today

1-Where does the loss and potential drawdown come from?

m The book started the year short risk long vega : spreads tightened 20% across the board ( IG-25Bp HY»125E|ps)
@ Estimated loss on pure spread tightening & HY to IG compression = 50M USD*
®m S9/IGY forward spread vs on the run = 100M* USD ( 5bp)“
B HY off the run lagging on the runs ( EK) = 100M USD* ( 65bps)*

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

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

@ In Q4 2011 : we sold out some of the biggest exposure to reduce RWA
g Sold HY8 to Hy11 indices to reduce longs : 10 bin ( 80% of the long)
® Bought back 0-3 5x10 in ig9 and s9 : total 400m ( 10-15% of the position)
m  Sold protection on super-senior IG and sold risk in HY on the runs to cover hy11 3yr expiry

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

8 Added flatteners : 5bin S8, 10bin ig9 to maintain_the upside on defaults.

JEMorgan
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CORE CREDIT BOOK HIGHLIGHTS

Credit book trades that makes sense...

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

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

a |G credit-spraad's have been plagued by financial stress
& the memory of 2008 has triggered a deep rooted sell off in financials )
W Yet US banks and some european banks have made genuine efforts to clean their exposure

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

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

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

3- Use belly tranches on wide spreads and equity tranches on tight spreads
B Go long risk belly tranches when spreads are wide and about to collapse

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

JPMorgan
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CORE CREQIT BOCK HIGHLIGHTS

Credit book profile change proposed and main scenario... .

1-The credit book has still a long vega, short gamm‘a profile
m Current carry is +2ZM, VAR, 60-70MUSD dly, net short risk of +200MUSD in 50% spread widening
@ Central scenario : '

" Spreads tighten another 50%, curve barely moves
The book started the year long vega, short risk and suffered as risk aversion receded fast,

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

@ The book will step into positive gamma- long risk profile _ ;
w The upside on default will be reduced due to the long risk but remains elevated thanks to the flatteners
& The carry will be maintained on a constant spread basis but will diminish with spreads tightening
- @ Larger shorts will remain in Xover and HY names

3- Adverse scenarios and possible drawdowns

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

m The curves steepen and spreads do not tighten : this can cost another BDUM.'

JEMorgan
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CORE CREDIT BOOK HIGHLIGHTS

Credit book profile P&L summary table

C jon effect Relalive Comp I Bp Value
COX HY-517 05Y A3 o w oy v gi]asm UsD
CDXIG 817 067 - 22 BP wlue
TTRAXK X0 516 057 130 5]1.25M USD
ITRAXAMN § 16 057 25
Fwd Evolution (idx) Rolative perk of twd va OTR
CDXIG 517 05Y -
CDXIG:51605Y. .
COXIG 514 05Y

DX 1G.514+515 05Y BP Value a D
CDX IG S08.5X5__ Tt B]20M USD _— any 10.0 20.0 10.0
TTRAXX MN 516 05Y . ) New Trades PrL 70.3| 1104 | 6.1
|[TRAXAMN 816 06Y 7 | -28 BF Value |Directionalily 136 26.8
ITRAXX MN 508 5X5 oy cA]10M USD RV = } 7.5 I
COXHY. 517067 - _ BP Value Iﬁ:rward Underperiormance A368| 1254 | B4.0
COX HY 510 6X7 - - T B64]1M USD Europs USA

Tolal ' 60.5  -161.8

Fwd Evolution (ITranches)
[TRAZXHIN 509 05Y 0003
ITRAXCMN 508 10Y 0003,
CDXIG 509.05Y 0003 .
COXIG 509.107.00-0

C Y 508 D5V 10-15"
CDX HY. §08+500.05Y 1015 |-
COXHY-510 07Y 10-15. - _~ | B.

SKEW 5YR ( as of 25/01 close) Skew as of Dec30,11 CLOSE

ITRAXX.IG -7.0 ITRAXX.IG -9.3

ITRAXX.XO -14.7 ITRAX¥X.XO 5.3

ITRAXX.HV -11.2 ITRAXX.HV -7.2

ITRAXX.FINSNR  -5.9 ITRAXX.FINSNR ~ -11.0

ITRAXX.FINSUB  -17.2 ITRAXX.FINSUB  -21.6

ITRAXX.SOVX.WE  -11.1 ITRAXX.SOVX.WE -3.2

COX.IG 8.1 COX.1G 9.8

. CDX,HY 16 CDX.HY 0.2

\ 5 JPMorgan
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CORE CREDIT 800K HIGHLIGHTS

@ The table below is the CIO International desk model's Core Credit Book RWA summary (Strategic + Tactical)

Core Credit Book — Current RWA Summary

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

m  This compares to average USD43bin RWA for December 2011 provided by QR

HistVar’ 86,566,113 273,746,085 3,421,826,066 5,431,270,000
StressVar 189,476,958 599,178,751 7,489,734,393 17,557,570,000
CRM 802,991,095 802,991,095 - 10,037,388,685 18,274,000,000*
Total 1,675,915,931 20,948,949,143 . 41,262,840,000

*Average CRM for Q4 provided

HistVar

69,252,890

StressVar

166,360,769
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Decision Table

€10 model prevails

Possible if approved by OR

(10 Model no diversification

Data avallable

| [0 reduced from USD 21 8 to

UsD 15 Bln

USD 15 Bln

USD 15 Bln

Active risk reduction of the

crfc egs with st R cptl

marginals

Buying protection on 1G9 10y,
MAIN $9, HY10 Tyr

USD 100mm

U350 200mm

USD 0-50mm

50 50mm to USD 150mm

[Hodel QR riodel prevalls

Scanarfos and perceived feasibility REDUCTION

35 of today {as discussed at 7th December _

1011 meeting London and follow) §

up on Xmas)

{Mode applied and diversification | QR Model no diversifcation

- |oata? Ho detailed data i

Reduction in RYA RVTA redoced from USD 43 Bla o ([
U50 20 Bin

[RWA target EOF (undiversiied) UsD 20 Bin

{Estimated Diversified RWA UsD 20 Bln

Risk management Systematic reduction of the

largest legs across the book
Urnwind of existing trads across | ¥Biyin

the board

Trading cost USD 59 0mm

Cany ) USD 400-500mm

Optionality US0 0-50mm

PEL ramge USD ~150mm to USD 50mm

[Dravidosin needed U5 300mm

15D 150mm

CORE CREDIT BOOK HIGHLIGHTS

JEMorgan
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CORE CREDIT BOOK MIGHLIGHTS

Credit book highlights:

3 blocks of forward spread exposure
m Main ITraxx S9: 20% book RWA — gross notional: USD80bIn -.estimated carry: USD10ﬁmm "
m CDXIG9: 35% book RWA — gross no{ional: uUsD278blin -_esﬁmated 'carry: UsSD200mm
® ICD)( HY10 and 11: 45% book RWA — gross notional: USD115bln - estimated carry:- UsSD10mm

Main P&L components

' m 35% crude reduction cost USD590mm (in case we get no detail from QR com{:utation)
m -USD130mm Main :
@ -USD250mm CDX IG
m -USD210mm CDX HY

w Expected carry over the year-with regular reduction : USD300mm — 500mm
m Remaining optionality: USDZDO-SOOmm. on defaults '
@ Potential drawdown: USD100-200mm in US HY

Expiration schedule :
Main ITraxx S9: June 2013 (50% position)
E CDXIG9: Dec 2012 (40% position)

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

10 JEMorgan
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CORE CREDIT BOOK HIGHLIGHTS

Credit book possible paths

QR method prevails : target RWA 20BIn

@ Path 1: QR provides regular and detailed data about CRM-stress var and var scenarios:
Active and opportunistic reduction necessary : trading cost estimated to be 250M USD
@ Estimated carry accrued over the year 200MUSD

@ Potential gains from remaining convexity : 50-150M USD

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

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

Potential gains from remaining convexity : 50M USD

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

‘m Path3: QR grants diversification in VAR-STRESS VAR_ CRM
@ P&L range to be defined '
m NO DATA or any Hint for now

= Optimisation possible
~ Trading costs 100-200M USD dependmg on scale target

— Carry flat

— Optionality 200-300M USD
11 JPMorgan
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CORE CREDIT BOOK HIGHLIGHTS

Credit book possible paths 2

ClO method prevails : target RWA 20BIn

m Risk management and trading costs : 100M USD

B Estimated carry accrued over the year 200MUSD

® Potential gains from remaining convexity : 0-560M USD
@ P&L range : 100M-150M USD

m Risk management and trading cost 100M USD

@ Estimated carry accrued over the year 50M USD
m Potential gains from convexity : 0-250M USD -
m P&L range : -50MUSD to 200MUSD

® Path 3 : Diversification granted
m P&L range to be defined
@ NO DATA or any Hint for now:
@m Optimisation possible _
'~ Trading costs 100-200M USD depending on scale target
— Carry flat -
~ Optionality 300-500M USD

12

@ Path2: 20 Bln RWA Jump o‘ptionélity : the book is actively managed

B Path1: 15 Bln RWA target no optionality targeted: the books expires naturally

JEMorgan
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CORE CREDIT BOOK HIGHLIGHTS

Credit book possible paths 3

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

@ Path1: the risks are neutralized and the book accrues the remaining carry '
@ We buy protection on long term tenors where we have long risk exposures
m |deal scenario if forward credit spreads compress
® The cost will be very low on abull market.
& Target positions 1G9 10yr, Main Itraxx 10yr, HY10 7yr, HY11 7yr

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

m Path 3: Diversification granted
@ With data : the book can be scaled according to stress scenarios
@ NO DATA or any Hint for now
& Optimisation possible :
— Trading costs 100-200M USD depending on scale target

— Cary flat
- Optionality-300-500M USD or more..
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From: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>

Sent:  Mon, 30 Jan 2012 18:07:48 GMT

To: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
Subject: RE: update on core credit book

yes. Are you available now?

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

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

From: Iksil, Bruno M

Sent: Munday, January 30, 2012 04 41 PM
Tao: Martin-Artajo, Javier X

-Cc: Grout, Julien G

Subject: update on core credit bcok

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

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

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

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

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

We need to discuss at this stage | guess :

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

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

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

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

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

Permanent Subcommittee on Investigations

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

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

Sub]ect' FW: update on core credit book

From: Iksil, Bruno M

Sent: 30 January 2012 16:42

To: Martin- Artajo, Javier X

Cc: Grout, Julien G

Sub]ect update on core credit book

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

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

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

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

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

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

"We need to discuss at this stage | guess :
the book is now set to carry positively and get some extra gains dependmg on where defaults show up. A no default scenario
“is now also a good outcome. Yet, the final result is unknown. All 1 see is that liquidity is so poor that we just add notionals with
the street. So that improves the outright final P&L number but this increases the issues with the risks and the size, as well as
our sensitivity to price moves and trading costs.

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

P&L is a certain reality. Yet the control of the drawdown now is generating issues that make the book only bigger in
notionals. ; ;

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

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

Bruno IKSIL

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

Sent: Tue, 31 Jan 2012 12:36:28 GMT

To: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
Subject: hello, quick update in core credit...

ok they keep playing games in itraxx now. | will show up for small in the hope we can limit the pain.
as to 1G9, things look much better. not that we are imune but we can show that we are not at mids but on realistic level.
| wait for Hy and will keep you in the loop when | have a final number.

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

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

I hope I did right.
Let me know your thoughts.
Regards

Bruno

Permanent Subcommittee on Investigations
EXHIBIT #13
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From: - Macris, Achilles O {achilles.0.macris@jﬁmorgan.com>
" Sent:  Tue,31Jan 2012 13:42:51 GMT '

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

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

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

-----Original Message-—-

From: Martin-Artajo, Javier X

Sent: 31 January 2012 12:44 :
To: macris@ IR MV acris, Achilles 0 -

SubJect Re: Core book p&l drawdown and main exposures

Achllles '

The mec‘u ngs so far are positive with respect to VAR good for Stress Var and not clear for CRM . Been
working on the presentation for today this moming . I am in a meeting with Risk now and with QR in 45
minutes . Then Ina and Hogan briefly . The process here in NY is complicated because Market Risk
needs to coordinate with the guys that talk to the regulators on a very regular basis .

'So we are going to see a further reduction of the Var of at least 15%in the next 3-4 weeks . Now I'am
working on the CRM with QR. Then to see Ada.m Gilbert on the regulatory side. '

——- Original Message — - : === Redacted by the Permanent
From: macris@ . ~Subcommittee on Investigations
Sent: Tuesday, January 31, 2012 07:58 AM '

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

Hi Javier,

How is it going in NY?
Are you dialling into ISMG?
We need to discuss the synthetic book.

The current strategy doesn't seem to work-out.
The intention was to be more bullish, butthe book doesn't behave as -
intended.

Taking into account the conservative year—end marks and the January posmve
carry, the financial

Performance is worrisome.

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

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

Permanent Subcommittee on Investigations
EXHIBIT #14
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second order p&I discrepancies should be viewed dlﬁ'erenﬂy from the core

position.

Thanks,

A

—— Ongma! Message ——- ' geda"ed by the Permanent
From: Tksil Bruno [mmlto_ , ; ubcommittee on Investigations
Sent; Tuesday, January 31, 2012 06:28 AM

To: Tksil, BrunoM
Subject: Core book pé&l drawdown and main exposures

The book currently conveys a short risk exposure in us hy and a long risk
exposure in ig indices series 8 ( both CDx and itraxx). This exposure
balances the jump to default risk of the book : we would lose money now on a
default in us hy and make money if the default occurs in ig world. One can
summarize the net exposure as : the book has a bullish flatteners in ig and

a bearish steepeners in us hy.

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

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

Why does it impact the book ?
The book used the forward spreads ( a net long risk exposure ) to buy
protection on defaults short term and buy some upside on large spread .
widening. This worked very well last year.
Now January is very bullish and the street owns the protecti on we sold on
the forwards. Towards month end the spread on series 9 remains sticky and
tends to widen more than the rest especially the on-the-run indices where
the book still has short risk overlay. So the book is squeezed on both ends
and we saw this pattern from the first days of the year. It did not really
correct since then. This explains why the ig part of the book does not
_perform as expected.

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

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

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

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

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

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

Confidential Treatment Requested by J.P. Morgan & Co. - _ - JPM-C10-PSI 0000222



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

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

it was unsuccessful.

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

Best regards

Bruno Iksil |

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



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

Here are some thoughts:

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

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

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

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

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

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

In Credit, to focus on some MtM low hanging fruit...... to assist the 8/E for Bruno etc

Thanks,
Achilles

Permanent Subcommittee on Investigations

EXHIBIT #15
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From: Grout, Julien G <julien. g grout@jpmchase.com>
Sent:  Tue, 20 Mar 2012 19:52:02 GMT
. Te:  CIO ESTIMATED P&L <CIO_CREDIT_P&L@jpmchase.com>
. CC: CIO P&L Team <CIO_P&L Team@;pmchase com> '
Subject: CIO Core Credit P&L Predict [20 Mar]: -$39,686k (diy) -$275, 4241{ (ytd)

" Daily P&L: -$39,685,995
 YTD P&L: -$275,424.307

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

Redacted By

Permanent Subcommittee on Investigations

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

f
w
-

Redacted By

Permanent Subcommittee on Investlgatlons

. Redacted By

Permanent Subcommittee on Investigations

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

-
)

Redacted By

Permanent Subcommittee on Investigations

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

Redacted By

Permanent Subcommittee on Investigations

Permanent Subcommittee on Investigatiun
| EXHIBIT #16a
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Redacted By

Permanent Subcommittee on Investigations

US ABX /TABX -155 -20,081

Redacted By

Permanent Subcommittee on Investigations

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

Redacted By

Permanent Subcommittee on Investigations

- Dead Books (Core) -85 1,377

Redacted By

Permanent Subcommittee on Investigations

Washbook/Costs 0 0

§=

Retc’lacted !Jy the Permanent -
ubcommittee o Investigations

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

Redacted By

Permanent Subcommittee on Investigations

Close COD

- Redacted By

Permanent Subcommittee on Investigations
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SOVX 0

CDX I1G 83.5:1.5
CDX HY 100 -0.063
LCDX 102

The roll period creates distortions in prices that impact us. The hit comes mostly from the rally in credit market
where the series 9 both Ttraxx Main and CDX.IG lag. The book does not have enough CSO01 to balance this lag :
_ as.the breakdown shows the book loses a lot of money on directional ($105M) while it is long risk in CDX.IG
credit and short risk in CDX.HY and iTraxx. Xover credit. Yet, we estimate the gain on decompression as $30M
in Europe and $30M in the US while the series 9 lag versus the market is of 1-2bps or $100M. The net result is -

* aloss of $40M and we must expect more to come until investors opt to profit from the ongomg lag in those
series 9.

As of today, reconstructing the CDX.IG9 10yr performance from the on the run indices and the 4 widest names
in CDX.IG9 (Radian, MBIA, Istar, Sprint), the underperformance of the CDX.IG9 curves is between 6bps to 13

~ bps, which amount approximately to $450-500M for the sole CDX.IG? series. iTraxxMain S9 is also lagging
by 3-4 bps or another $60-80M. Added to this the CDX.HY loss of $100M for Kodak and Rescap, plus the lag

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

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

i.e. long term spreads outperform short term spreads. This can be explained by the recovery in CDX.IG space
while RESCAP and KODAK failed in CDX HY Space.

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

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

' CONFIDENTIAL TREATMENT REQUESTED BY

J.P. MORGAN CHASE & CO. JPM-CIO-PSI 0016489



From: Oaikhiena, Isi <isi.oaikhiena@;jpmchase.com>

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

To: -  EOD Credit estimate <EOD_Credit_estimate(@jpmchase.com>
CC: CIO P&L Team <CIO_P&L -Team(@jpmchase.com>

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

MTM Credit P&L as at 20/03/2012
USD 000's
Daily Est. MTD QTD . YTD
IStrataglc Europe High Grade : ‘
US High Grade Redacted By
US High Yield . s ath
Permanent Subcommittee on Investigations
U ARKand TARN e e e ey
Europe Sub Fin
IR Hedges
New Investments s il s
Total Strategic -39.686 -41,621 -275,425 -275,425]
e e T T
[Tactical Core Tactical .. Redacted By
Tactical 2 i . . :
Credit Single Names Permanent Subcommittee on Investigations '
Total Core , 41814 35852 222885  -222.889
: re————eme—ee e S I ]
“linvestments MTM CLO )
P ) ; Redacted By
e B Permanent Subcommittee on Investigations
ABS CDS

CONFIDENTIAL TREATMENT REQUESTED BY , ; .
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Redacted By

ol Iestnents Permanent Subcommittee on Investigations
[P T e T ———S A )
Management
i
Total International Credit: 41,595  -21,584 -86,205 86,205
'TRR Credit P&L as at 20/03/2012
USD 000's
Daily Est. MTD QTD YD
fstrategic Europe High Grade QA e ——————
US High Grade ! Redacted By
US High Yield ;
US ABX and TABX - Permanent Subcommittee on Investigations
Europe Sub Fin e — _—— = e = ]
IR Hedges
New Investments : s : i
Total Strategic -39,686  -41,621 -275.425 -275,425|
Tactical Tactical 1 KE Redacted By
) ' Tactical 2 : ‘
Credit Single Names ‘ Permanent Subcommittee on Investigations
Total Core -41,814 35,852 -222,885  -222,885
Investments MTM CLO _
MTM ABS - Redacted By
Investment Equity ‘ . s .
SR Permanent Subcommittee on Investigations
2 o T e Y e e P e TR | SR
AFS ABS (TRR)
AFS CLO (TRR)
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Redacted By

Permanent Subcommittee on Investigations
#

Total Investments

Management

ITotal International Credit: s -41,595 -21,584 -86,205 -86,205]

CREDIT MARKET COMMENTARY
. Synthetic Credit

The roll period creates distortions in prices that impact us. The hit comes mostly from the rally in credit market where the series 9 both Itraxx.Main and CDX.IG
lag. The book does not have enough CS01 to balance this lag : as the breakdown shows the book loses a lot of money on directional ($105M) while it is long risk
in CDX.IG credit and short risk in CDX.HY and iTraxx.Xover credit. Yet, we estimate the gain on decompression as $30M in Europe and $30M in the US while the

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

As of today, reconstructing the CDX.1G9 10yr performance from the on the run indices and the 4 widest names in CDX.IG3 (Radian, MBIA, Istar, Sprint), the
underperformance of the CDX.IG9 curves is between 6bps to 13 bps, which amount approximately to $450-500M for the sole CDX.IGS series. iTraxx.Main 59 is.
also lagging by 3-4 bps or another $60-80M. Added to this the CDX.HY loss of $100M for Kodak and Rescap, plus the lag of the CDX.HY10-CDX.HY11 series versus
the on-the-runs that is also $100-200M, the lag in P&L is material ($600-800M). As to the potential outperformance, it is much more a function of whether some
names default and which one will default. We estimate the carry daily to be $1M while it may not show as it is stored in the ability of the forward spreads to "roll
down" the curve. So far they did but at a much lower pace than the on the run indices rally : both in CDX.IG, iTraxx.Main and CDX.HY curves : in |G space, the
long term forward rolled down slower than the market (i.e. short term spreads outperformed) while in CDX.HY, it is the opposite, i.e. long term spreads
outperform short term spreads. This can be explained by the recovery in CDX.IG space while RESCAP and KODAK failed in CDX.HY space.

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

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

Secured Credit
The market continues to trade well with mezzanine paper closing in on their peak levels from mid-2011 and a continued shonége of senior vanilla ABS/MBS

continuing to put pressure on spreads. We continue to receive healthy amortisations across the asset classes.
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March 20, 2012

DRAFTF-Transcript of Call #5601530708350332369 JPM-CIO-A 00000055
Date: March 20, 2012
Time: 16:09:36 — 16:31:56

Participants: Martin-Artajo and Tksil

Tksil Hello.

Martin-Artajo  Hi Bruno.

Tksil Yea. Hi Javier.

Martin-Artajo  Hello man.

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

Martin-Artajo  Yea. Why did you do that?

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

Martin-Artajo  Okay, okay, I just don’t want you to do this, I don’t know why you’ve done it
anyway you've done it, so that’s it. T don’t know why, anyway, you should have
told me this because it doesn’t help us for the conversation for tomorrow

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

(overlapping voices) --

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

Tksil I know it’s embarrassing but--

Decsf. T O B - kb Elenai |
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March 20, 2012

Martin-Artajo ~ Yea I don’t understand your logic mate, I just don’t understand. I told Achilles, h
| told me that he didn’t want to show the loss until we know what we’re going to do.
tomorrow. But it doesn’t matter I know that you have a problem you want to be at:
peace with yourself, okay its okay Bruno. I’ve, it’s alright [ know that you're ina
hard position here, because, you know

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

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

crossover point in high yield there. It’s just that, you see, just :

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

I Tksil " Yea okay.

Martin-Artajo ~ Um, it basically says the following, it basically says that we’ve reduced
enormously the volatility of the book, the VaR and the stress VaR and the CRM,

| okay? Now the problem that we have is that we’ve increased thise IRC because of
the extra long lets say okay

| Tksil Yes, ves [inaudible], right?
Martin-Artajo ~ Yes.

Tksil Yes, I saw it yes.

Martin-Artajo  So the problem that we have fes-with this, ok, is that, the problem that we have '
from this is that really it just shows the problem, this spreadsheet just shows the
problem. It shows that, it shows that -we have a book that has been reduced in risl
terms a lot. It shows that these guys have been doing something with the model
that is stupid okay because the CRM now, they just don’t know how to explain
.what we do okay? They e just stupid quants really okay? The only guy that has
been able to understand a little bit is the new guy, this Venkat guy. He understands
what the problem is okay. He knows that this book, we need to keep doing what
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we’re doing. It’s just that we need to get rid of the CRM by externalizing the trad
which is what the investment bank needs to do and then at some point we need to
time the extra long, okay, which means that, you know, we can keep the long until'*
it gets very, very tight or, or you do what the investment bank does is that you short
IG and you go long high yield and then you get the benefit of that because happens
to be the problem that the CRM has, okay. It happens to be capital for free. And
that’s what the, that’s what the investment bank has done if you think about it oka
The investment bank has the short as the overlay okay, let’s put it the hedges, righ
So our hedges are kind of a long according to the model that these guys use okay
You follow me?

No, no. I know, I know you see but that’s why I tried sending this P&L 1 sent also
the comments it came from Julien but I wrote it, where I said okay you know we
take this loss, we are meuntairing-maintaining long risk where we have to be, the
rally is on IG but guess what you know it’s lagging so much that actually we hav
to show loss, and I explained that this is a lag that keeps gomg, that amounts to a
potential of 800 bucks, right, that, that --

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

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

Okay but this is just what we need to explain tomorrow you don’t need to explain
in the email man.

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

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

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

I know Bruno but listen mate, listen the problem that, okay it’s fine you’ve done

cannot really tell you, you know, not to do this, you’ve done it because you feel Rk FoWE: (oot aatt) Ak Unlonde: 0.1

4 pt

{thety-Somatne-ErrereDRAFT - SUBJECT TO REVISION

IDENTIFICATION OF PARTICIPANT 8, ATTRIBUTION OF STATEMENTS OR CONTENT

Confidential Treatment Requasted
by JPMORGAN CHASE & CO.
Ackiveld5-08677046v3

REVISED VERSION OF TRANSCRIPT PRODUCED AT JPM-CIO 0003482 - JFM-CIO 0003488

CONFIDENTIAL TREATMENT REQUEST_ED BY J.P. MORGAN CHASE & CO. JPM-CIO-PSI-H 0006394



March 20, 2012

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

Tksil s That’s what you fear.
Martin-Artajo  Sorry?

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

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

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

| - basis points missing on IG 9 or 4 basis points missing on fireudible}-S9 so we try =

to you know-- i

| Martin-Artajo ~ Okay. okay. 0©@kay man, this is, this is okay, I wish I had, sorry about I didn’t ge
your call. [ um-

Tksil No, I tried, I waited, I waited. I sent you an SMS because I thought you would you

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

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

Martin-Artajo ~ No, no, no, man, no man.

ksil I think I do a worst one, you know so. It’s sort of my logic is strange but it*s-lileein.
fact I have to choose between one bad thing and one thing that I think was worset.

Martin-Artajo ~ Yea no I, listen I'm not going to, I’'m not going to sugar coat things, you know. I
don’t know if you’re thinking that you, you know I'm just trying to do this the best
possible way, man, okay so, I'm trying to get all the facts in front of Achilles and
Ina, the fact that we show a loss here it’s okay it’s not, it is a problem, you know
I’ve already told her that there’s a problem, so, you know, I've already told her, s
you know we’re going to sit down tomorrow and talk about the CRM and we’re
going to talk about the problems. You know I've sent you an email on what she
wants to discuss tomorrow she wants to see the changes in the book okay so you
need to make sure Julien does that.

Tksil It, I was working on it.

Martin-Artajo ~ Okay. Thank you for that man, I am, I know, I’ve been, I"'m working on this other
- deal that I need to get done for the beelefor the boak, for the secured credit book.
It’s just that I um, shit, I wish, I don’t know, just explained this a little bit better
because what happens is that you know, I think that, it’s nor here nor there, it jus
highlights that there are problems in the book. You know in that sense I understand
what you're saying. The problem thatI have is that I wish that um_ because I als
think that what’s- happens-here, what’s happening here it’ss just the investment
bank that we have in front of us is doing things I mean, this, the call that I had
today you know when Anil Pinto [sic] called I know that they have a problem here
okay. So the more we recogmze that we have a proble.m oka}' Se-iThB more ¥ve

you recognize tha e :

it is to settle with the IB at a better price 1f tha( what [ gomg to happen You i
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Tksil Yea, yea because we settle the P&L at a level where we acknowledge more and
more and more, which means_that it’s more and more acceptable, and therefore it
more and more [insudible}4ssuesdifficult to refuse. That’s the way I understand
that, yes.

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

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

Tksil Yes, yes.

| Martin-Artajo  So, s0. you know there is a chance that this happens and they say okay stop this,
we’re going to stop this, they call the investment bank and they settle this okay,
they settle the delta difference that we need and the CRM that we need to

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

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

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

Martin-Artajo ~ Okay so, you know it could be that they say okay well let’s reduce the extra delta,
i.e. the long in ¥G-investment grade by a third, which means that we need to reduce

the extra delta that we have by, I don’t know, the number could be,_I don’t know 6 ;mm: Font: (Defautt) Arial Unicode MS, 8 |
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billion, okay? 6 billion, okay? And then we're inside the capital nowand we, yo
and I, don’t want that, because, because we don’t because we’ve decided that’s not
what we want to do. But I'm just giving you all the, we need to discuss this
tomorrow, it’s not the right time, okay you’ve sent the email Ina’s going to see it,
she’s not going to be surprised by the loss because I’ve discussed it with her. Sh
| will send me an email, and Achilles tonight, so weH-I will have to answer this
email you see. So, so anyway, you’ve just created something I need to return,
respond that’s all. That’s why I'm telling you. I just want you to know that this i
what’s going to happen so you know, it’s a consequence that maybe I could have
| avoided but it’s unavoidable tomorrow, because we need to, we need to explain
what are the options that we have, and when we explain the options we’re going
say okay, what are the options here? The options are settle with the Binvestment -
bank, not settle with the H8-investment bank but then we have to time the exit of th
book so, you know, and that’s, so they give us extra capital for let’s say a quarter
two, right? And then, you know, you know, then other things happen. I think that, I
| think that, I think, you know, I think we have to be honest with what we do here,
that’s going to be our issue. It’s not going to amount to $40 million I agree with
you so I don’t think this 1s an 1ssue, but I wish I could have discussed it with you,
| So thank you for um, thank you for um, for the work. [ don’t know man. Iknow
that you're late in the office and you should go and rest, and we’ll talk tomorrow.

Iksil Okay, okay.
I Martin-Artajo  Everything else, everything else okay? You tired, you okay. man. you tired, are y
sleeping well? '

i Tksil . Noit’s,no it’s relatively okay because you know again, L, the discussion with
Achilles you know I (he?) tried again the question I have, do I miss something?
I miss something? And I did feel, you know, unsettled by his questions, you kno

| and I just think that, I agree with you it’s really a question of pesfestienperception,
and yea probably I should not have done that it’s just that you know that, that’s th

| situation still I thought that that would be you know a way to start step the i
discussion--

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

l Tksil No I said sorry for that, it’s just that, yea, I in any case [ fneudible}-esfeel bad.
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do that I know I’'m not making your life any easier, and if --

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

| Tksil The thing is you know today, I said I told Julien you know okay let’s try to frame
this you know, this P&L estimate whatever it’s going to be, right, so that with

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

Martin-Artajo ~ Okay Bruno, no, no, no, it’s fine, okay, I see what you’re going through, okay I
think you're going through your own logic here to explain it, and there is, there is.
you know, I think you have a reasonable way of explaining this, I um, you know, it
would have been okay. I wish I discussed it with you, but that’s, that’s done, okay.:

| You’ve done it, it’s thats-fine, and this is what you believe and I'm sure you hav
you know, we’ll sit down tomorrow and we’ll look at the spreadsheet. I'm sure
you’ve done some numbers that make sense and you that think this is a part of

| something that you can’t recover and-therefortherefore you’ve released, and you
know, I know what you’re doing and you’re signaling here that there is a problem.:
I've already said it, Achilles knows it, and Ina knows it, and you’re saying it now
so, okay. Itruly don’t have a lot to say now because we have so much to speak
tomorrow, I mean we have a long day tomorrow. So L, I hope, you know. Let’s go
and relax a little bit if you can, and let’s start tomorrow, and we’ll start again,
because this is not going to be, you know, there’s not a lot we can do on the phone:
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now and you know I want you to be fresh tomorrow too. So I, I, thank you for at
least letting me know and calling me, and I’ll see you tomorrow, okay?

Tksil Okay, okay.

Martin-Artajo ~ Okay man. Bye.

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

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

Daily P&I($) YTD P&IL(S) .

Redacted By

Permanent Subcommittee on Investigations

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

Redacted By

Permanent Subcommittee on Investigations

Redacted By

Permanent Subcommittee on Investigations

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

Redacted By

Permanent Subcommittee on Investigations

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

Redacted By

Permanent Subcommittee on Investigations

Permanent Subcommittee on Investigations
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Redacted By
Permanent Subcommittee on Investigations

US ABX / TABX -155 -21,008

Redacted By

Permanent Subcommittee on Investigations

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

Redacted By

Permanent Subcommittee on Investigations

Dead Books (Core) -13 2,017

Redacted By

Permanent Subcommittee on Investigations

ng hbook/Costs 0 0 '

i Redacted by the j
Permanent St '

tbcommittee on Investigations |

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

Redacted By

Permanent Subcommittee on Investigations

Close COD

- Redacted By

Permanent Subcommittee on Investigations
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Redacted By

Permanent Subcommittee on Investigations
M

Another day of weakness triggered by negative news from China overnight, a very poor set of PMI in Europe.
The market feels shaky here, with European financials, iTraxx. Xover and CDX.IG underperforming.
Volatilities are higher by about +4pt across the board, but there was no flattening of index curves - some market
players were actually marking curves a tad steeper, on the off the run series (S9, IG9). No obvious theme in
tranches today - equity tranches were steeper again, in CDX_IG, but slightly flatter in iTraxx.

The behaviour of the book was close to what happened yesterday - the book is making money thanks to the
decompression trades in Europe and in the US (our shorts in CDX HY, §14,15,16,17 widened), with gains
estimated to $80M. Again, the book is getting hurt with losses in index forwa:d spreads in S9 and 1G9, a.nd in
tranches (weaker CDX.HY equity and mezzanine tranches steeper IG9 equity tranches).

. Today we sold protection in the following 1ndex iTraxx.Main (5.65B), iTraxx. Xover (300M), CDX IG (3. QSB)
and FINSUB (100M). Beside providing carry, these trades should reduce the VaR, but increase the IRC. We are
pa.usmg in our sale of protection, to see what the overall impact on capital numbers is going to be.

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

Sent:  Thu, 22 Mar 2012 19:53: 19 GMT

To: Weiland, Peter <peter. welland@jpmchase.com>.

Subject: RE: I would fike to understand the increase in posrtzons in credlt

Ina is freaking - really! Call me

-—-=Original Message—---

From: Weiland, Peter

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

To: Goldman, Irvin J

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

Here is my best estimate.
Delta-adjusted on-the-run equivalent pés‘rtian increased from $91B to $122B, up 34%, same pct as cs01. CSW 10% and 50%
only went up 11-13%. So my estimate would be somewhere in between but on the high side. 1 would say IRC increases from

$18.75B to about $26B, which would take total RWA to 5528

Startlng with the $45Bwe discussed the othe'r day:

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

from George:

i 5 Delta Adj OTR o, o

21-Mar-12 Notional Eqv Pos Spro1 Spr+10% Up50%
CDX 15 52,127,750,005 B6,961,565,781 ; -39,871,740 431,420,257 -2,114,101,859
ITRAXX MN .45 65902‘5000 35,013,568,588 -Zp 468, 554 _-231,638,821 -1,139,079,866
Combined Total sz,?qs 15008 121 9751543755 8630597078 “3.253161;755 .

i Delta Adj OTR o7 o7

Diff Notional Eqv Pos SprDd Spr+10°% UpS0%

CDX IG 27,683,000,000 22,670,658,318 -10,374,850 -55,572,802 -280,773,456

Permanent Subcommittee on Investigations
EXHIBIT #19
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ITRAXX MN 6,757,250, DOU 7,975,193,276 -4 862,885

Pt gl iR

Combined Total “¥34/40,250,000% TR RO R Y B2

Delta Adj OTR

oz Notional Eqv Pos Spr01 Spr+10% Up50%
CDX IG 24444750005 ~  64,290,907,463 -29,457,090 -375,847,456  -1,833,328,404
ITRAXX MN 38,911,775,000 27,038,375,317 -15,606,768_ | -217261,857 _ -1,084,000,682
Combined Total 7 63,356,505,005°2 ’m,szs,zaﬁ.‘m ' i 0g;3 £72,697:928,985".

: s = Redacted by the Permanent

Peter Weiland Subcommittee on Investigations

Tel: +1 212 834 5549

Mob: +1 914

From: Drew, Ina
_.Sent: Thursday, March 22, 2012 2:00 PM
To: Weiland, Peter; Goldman, Irvin J
Subject: I would like to understand the increase in pOSltiDrtS in credit .

Since our meeting yesterday and what the RWA implications are.
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e = Redacted by the Permanent

| ~Subcommi Investigati
;'__me: ADE ADETAYO <AADETAYO1 @_ | . u m.mr:tee on Investigations
Sent: Fri, 23 Mar 2012 16:35:37 GMT '

- ADE ADETAYO <AADETAYO1G NGRS ; ADE ADETAYO

To: <ADEBOWALE.O.ADETAYO@JPMORGAN.COM>; BRUNO IKSIL <BIKSIL2@—
BRUNO IKSIL <bruno.m.iksil@jpmorgan.com> -

. Subject:

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

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

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

03/23/2012 05:17:30 ADE ADEI’AYO MORGAN (J.P.) says:
hi bruno

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

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

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

03/23/2012 05: 17 34 BRUNO IKSIL, JPMORGAN CHASE BANK says:
heHo

03/23/2012 05:17:45 ADE ADETAYO, MORGAN (3.P.) says:
can I call you

, 03/23/2012 05:18:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
sure

03/23/2012 05:18:14 ADE ADETAYO, MORGAN (J.P.) says:.
if you are free,\

03/23/2012 05:18:25 ADE ADETAYO, MORGAN .(J.P.) says:
thanks, whats your number...

03/23/2012 05:18:39 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
0044 NSRS |

03/23/2012 05:50:23 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

javier mobile is £
Permanent Subcommittee on Investigations
EXHIBIT #20
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03/23/2012 06:16:13 BRUNO IKSIL JPMORGAN CHASE BANK, says:

did you get Javier on the phone

03/23/2012 06:16:15 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
7 _

03/23/2012 06:16:23 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

btw we take a big hit today

03/23/2012 06:16:36 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

across the board

03/23/2012 06:16:44 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

right where we have a position

03/23/2012 06:17:17 ADE ADETAYO, MORGAN .(J.P.) Says
yes I called spoke to him quickly

03/23/2012 06:17:24 ADE ADETAYO, MORGAN (J.P.) says
he said will call me back -

0?23/2012 06:17:28 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
g : :

03/23/2012 06:17:30 BRUNO IKSIL JPMORGAN CHASE BANK says:

. cool °

03/23/2012 06:17:35 BRUNO IKSIL, JPMORGAN CHASE BANK says:

] thx for that

03/23/2012 06:18:34 ADE ADI:‘I'AYO, MORGAN (J.P.) says:
seems people in the mkt know the position

03/23/2012 06:18:41 BRUNO IKSIL JPMORGAN CHASE BANK says:

yes

03/23/2012 06:18:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

they do

03/23/2012 06:18:56 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

and they have a chief commander

03/23/2012 06:19:30 ADE ADETAYO MORGAN (3.P.) says:
no good

no

03/23/2012 06:19:45 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

u see

03/23/2012 06:19:55 BRUNO IKSIL JPMORGAN CHASE BANK, says:

u will feel less alone very soon

03/23/2012 06:20:06 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

but like u

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

03/23/2012 06:19:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

JPM-CIO-PSI 0001241



03/23/2012 06:20:09 BRUNO IKSIL, JPMORGAN CHASE BANK says:

i did not fail

03/23/2012 06:20:16 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

this is not what i will be told

03/23/2012 06:20:25 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

unlike you

03/23/2012 06:20:25 ADE ADETAYO, MORGAN (J P.) says:
damn

03/23/2012 06:20:29 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i picked the trades

03/23/2012 06:20:36 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

SO us ee

03/23/2012 06:20:55 ADE ADETAYO, MORGAN (J P.) says:
hope it turns out well for you

03/23/2012 06:21:03 ADE ADEI’AYO MORGAN (J P.) says:
I really hope so

03/23/2012 06:21:10 BRUNO IKSIL, JPMORGAN CHASE BANK, Says:

_ no well it is not the end of the world

03/23/2012 06:21:19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

but the end of what i have done so far

03/23/2012 06:21:20 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

for sure

03/23/2012 06:21:26 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i cannot fight

'03/23/2012 06:21:29 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

1 cannot wait

03/23/2{]12 06:21:32 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i cannot argue

03/23/2012 06:22:51 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i may not come back on Monday

03/23/2012 06:23:00 ADE ADETAYO, MORGAN (J.P.) says:
really?

03/23/2012 06:23:03 ADE ADETAYO, MORGAN (1.P.) says:
oh no

_ [}3/23/2012 06: 23 04 BRUNO IKSIL JPMORGAN CHASE BANK, says:

well

03/23/2012 06:23:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i will know this afternoon
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03/23/2012 06: 23 15 ADE ADETAYO, MORGAN (J. P) says:
damn )

03/23/2012 06: 23:25 ADE ADETAYO MORGAN (3.P.) says:
hope goes okay

03/23/2012 06:23:30 BRUNO IKSIL, JPMORGAN CHASE BANK, Says:

this is a big setup i think

03/23/2012 06:23:35 ADE ADETAYO, MORGAN (J P. ) says:
I relly hope so .

03/23/2012 06:23:40 BRUNO IKSIL, JPMORGAN CHASE BANK, Says:

but i comes from the top

03/23/2012 06:23:56 BRUNOIKSIL, JPMORGAN CHASE BANK; says:

and there is little i can do

| 03/23/2012 06 24: 19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

if they let the book roll that will be a gain in the end

03/23/2012 06:24:26 BRUNO IKSIL, JPMORGAN CHASE BANK says:

but the drawdown is huge

03/23/2012 06:24:39 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

a bit like the guys blowing on the super seniors

03/23/2012 06:25:38 ADE ADETAYO, MORGAN (J.P.) says:
damn, so sorry to hear this

- 03/23/2012 06:26:23 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

ah it could be worse

{}3/23/2012 06:26:30 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

I could have doe a bad trade

03/23/2012 06:26:37 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

u know some real big mistake

' 03/23/2012 06:26:40 BRUNO IKSIL, JPMORGAN CHASE BANK, Say‘sf

i did not

03/23/2012 06:26:45 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

but u know how it is

03/23/2012 06:26:49 BRUNO IKSIL JPMORGAN CHASE BANK, says:

once the loss is there

.03/23/2012 06:26:58 BRUNO IKSIL, JPMORGAN CHASE BANK, says: .

good trades look like very abd trades

03/23/2012 06:27:07 BRUNO IKSIL, JPMORGAN CHASE BANK says:

and this is where all this stops

03/23/2012 06:27:19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

i am not so much at loss:
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03/23/2012 06:27:21 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

net net

03/23/2012 06:27:28 BRUNO IKSIL, JPMORGAN CHASE BANK says:

if they just freeze the book

03/23/2012 06.27.32 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

that will be a gain

03/23/2012 06:27:44 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

. but the damage to me is irreversible

03[23/2012 06:27:52 BRUNO IKSIL, JPMORGAN CHASE BANK says:

and that was the aim i.think

- 03/23/2012 06:28:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
it is flattering to see all these guys devoting so much energy to that aim

03/23/2012 06:28:33 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

the pain for me is sam as for you

03/23/2012 06:28:48 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

to distance myself from wat ketp alive for so many years

03/23/2012 06:29:06 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

and to keep a positive memory of all this

03/23/2012 06 29:18 BRUNO IKSIL, JPMORGAN CHASE BANK says:

ie not giving too much importance to today's events

03/23/2012 06:30:41 ADE ADETAYO, MORGAN (J.P.) says:
wow

03/23/2012 06:30:52 ADE ADETAYO, MORGAN (3.P) says
so sad this is happening

03/23/2012 06:30:59 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

lt had to happe

03/23/2012 06:31:08 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

1t started back in 2008 you see

~ 03/23/2012 06:31:15 BRUNO IKSIL, JPMORGAN CHASE BANK, SayS':

i survived pretty well

03/23/2012 06:31: 23 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

until i was alone

03/23/2012 06:31:29 BRUNO IKSIL, JPMORGAN CHASE BANK, says:.

to be the target

03/23/2012 06:31:39 ADE ADETAYO MORGAN (3.P.) says:
u alone now?

03/23/2012 06:31:53 ADE ADETAYO, MORGAN (J.P.) says:
~you have the backing of londin rlght'?
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03/23/2012 06:31:58 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
yes i mean the guys know my position because i am too big for the market

I03/§3/2012 06:31:59 ADE ADETAYO, MORGAN (J.P.) says:
ondon

03/23/2012 06:32:02 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

yes

03/23/2012 06:32:04 BRUNO IKSIL, JPMORGAN CHASE BANK, Says:

L did

03/23/2012 06:32:11 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

because i made a lot of money

03/23/2012 06:32:17 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

there was no other reason

103/23/2012 06:32: 21 BRUNO IKSIL JPMORGAN CHASE BANK Says:

this year . .
03/23/2012 06:32:47 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

for the first time, ach;lles started thlnkmg i could be of use other than to make money

03/23/2012 06:32:56 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
just to protect the whole group

03/23/2012 06:33: UZ‘BRUNO IKSIL, JPMORGAN CHASE BANK, says:

but here is the loss

03/23/2012 06:33:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

and it becomes too large

03/23/2012 06:33:13 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

and this is it

03/23/2012 06 33:28 ADE ADETAYO MORGAN (J. P) says:
will he bck you?

03/23/2012 106:33:28 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

we realize that i am too visible

03/23/2012 06:33:37 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

‘up to a point yes

03/23/2012 06:33:44 ADE ADETAYO, MORGAN (J.P.) says:
good

03/23/2012 06:33:47 BRUNO IKSIL, JPMORGAN CHASE BANK says:

but here this is too big an issue

03/23/2012 06:33:56 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

it is out of my hands already

03/23/2012 06:35:19 ADE ADETAYO, MORGAN (J.P.) says:
so what happens now?
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03/23/2012 06:35:37 ADE ADETAYO, MORGAN (3.P.) says:
you having a meeting with Javier and Achilles

03/23/2012 06:35:39 ADE ADETAYO, MORGAN (3.P.) says:
2 :

03/23/2012 10:20:58 ADE ADETAYO, MORGAN (J.P.) has left the room

03/23/2012 11:30:22 ADE ADETAYO, MORGAN (J.P.) has joined the room

03/23/2012 11:30:22 ADE ADETAYO, MORGAN (J.P.) says: .

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

03/23/2012 12:35:37 ADE ADEfAYO, MORGAN (J.P.) has left the room
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s = Redacted by the Permanent
Subcommittee on Investigations

From: JULIEN GROUT <JGROUT3@ N
Sent:  Fri, 23 Mar 2012 18:37:47 GMT :
To: JULIEN GROUT <JGROUT3@ NN ' JULIEN GROUT <juiie[1.g.grput@jpmchase.com> :
BRUNO IKSIL <BIKSIL2@ N, BRUNO IKSIL <bruno.m.iksil@jpmorgan.com>
Subject: '

03/23/2012 05:45:49 JULIEN GROUT, JPMORGAN CHASE BANK, has joined the room

03/23/2012 05:45:50 JULIEN GROUT JPMORGAN CHASE BANK, says: .
*¥* JPMORGAN CHASE BANK, (741671) Disclaimer: THIS IS FOR INFORMATION ONLY, NOT AN OFFER OR
SOLICITATION FOR THE PURCHASE OR SALE OF ANY FINANCIAL INSTRUMENT, NOR AN OFFICIAL
CONFIRMATION OF TERMS. THE INFORMATION IS BELIEVED TO BE RELIABLE, BUT WE DO NOT
WARRANT ITS COMPLETENESS OR ACCURACY. PRICES AND AVAILABILITY ARE INDICATIVE ONLY AND

ARE SUBJECT TO CHANGE WITHOUT NOTICE. WE MAY HOLD A POSITION OR ACT AS A MARKET MAKER

IN ANY FINANCIAL INSTRUMENT DISCUSSED HEREIN. CLIENTS SHOULD CONSULT THEIR OWN

ADVISORS REGARDING ANY TAX, ACCOUNTING OR LEGAL ASPECTS OF THIS INFORMATION AND

EXECUTE TRANSACTIONS THROUGH A J.P. MORGAN EN II[ Y IN THEIR HOME JURISDICTION UNLESS
GOVERNING LAW PERMITS OTHERWISE.

03/23/2012 05:45: 54 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bruno

03/23/2012 05:45:54 BRUNO IKSIL, JPMORGAN CHASE BANK, has joined the room

03/23/2012 05:45:54 BRUNO IKSIL JPMORGAN CHASE BANK, says:

*** JPMORGAN CHASE BANK, (748320) Disclaimer: THIS IS FOR INFORMATION ONLY, NOT AN OFFER OR

SOLICITATION FOR THE PURCHASE OR SALE OF ANY FINANCIAL INSTRUMENT, NOR AN OFFICIAL
"‘ONFIRMATION OF TERMS. THE INFORMATION IS BELIEVED TO BE RELIABLE, BUT WE DO NOT
JARRANT ITS COMPLETENESS OR ACCURACY. PRICES AND AVAILABILITY ARE INDICATIVE ONLY AND -

ARE SUBJECT TO CHANGE WITHOUT NOTICE. WE MAY HOLD A POSITION OR ACT AS A MARKET MAKER

IN ANY FINANCIAL INSTRUMENT DISCUSSED HEREIN. CLIENTS SHOULD CONSULT THEIR OWN

. ADVISORS REGARDING ANY TAX, ACCOUNTING OR LEGAL ASPECTS OF THIS INFORMATION AND

EXECUTE TRANSACTIONS THROUGH A J.P. MORGAN ENTITY IN THEIR HOME JURISDICTION UNLESS

GOVERNING LAW PERMITS OTHERWISE.

03/23/2012 05:45:59 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
salut .

03/23/2012 05:46:01 JULIEN GROUT JPMORGAN CHASE BANK, says:
“salut

03/23/2012 05:46:03 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
c mort la :

03/23/2012 05:46:28 JULIEN GROUT, JJPMORGAN CHASE BANK, says:
david de CS appoelle au sujet des skew trades. je lui demande un prix ferme sur indice vs smgle names?

03/23/2012 05:46:32 JULIEN GROUT, JPMORGAN CHASE BANK, says:
coupons matched etc

03{23{2012 05:46:33 JULIEN GROUT, JPMORGAN CHASE BANK, says:

\3/23/ 2012 05:46: 42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
OUI
: Permanent Subcommittee on Investigations
c ial Treatment . j : JPM-CIO 0003515
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wmmeee = Redacted by the Permanent

From: JULTEN GROUT <IGR OUT3_ ' Subcommittee on Investigations

Sent; Fri, 23 Mar 2012 18:37 :47 GMT |
 To: JULTEN GROUT <IGROUT@ MBI, rUL1EN GROUT :

<j ulien .g grout@jpmchase.com>; BRUNO IKSIL <BIKSIL2 N 5rRUNO

IKSIL <bruno.m.iksil@jpmorgan.com>

Subject:

03/23 /20]205:45:49 JULIEN GROUT, JPMORGAN CHASE BANK, has joined the room
03 /23/201205:45:50 JULIEN 'GROUT, JPMORGAN CHASE BANK, says:

*%% JPMORGAN CHASE BANK, (741671) Disclaimer; THIS IS FOR INFORMATION ONLY NOT
AN OFFER OR SOLICITATION FOR THE PURCHASE OR SALE OF ANY FINANCIAL °
INSTRUMENT, NOR AN OFFICIAL CONFIRMATION OF TERMS. THE INFORMATION IS
BELIEVED TO BE RELIABLE, BUT WE DO NOT WARRANT ITS COMPLETENESS OR
ACCURACY PRICES AND AVAILABILITY ARE INDICATIVE ONLY AND ARE SUBJECT TO
* CHANGE WITHOUT NOTICE. WE MA Y HOLD A POSITION OR ACT AS A MARKET MAKER
IN ANY FINANCIAL INSTRUMENT DISCUSSED HEREIN. CLIENTS SHOULD CONSULT
'THEIR OWN ADVISORS REGARDING ANY TAX; ACCOUNTING OR LEGAL ASPECTS OF
THIS INFORMATION AND EXECUTE TRANSACTIONS THROUGH A IP. MORGAN ENTITY
IN THEIR HOME JURISDICTION UNLESS GOVERNING LAW PERMITS OTHERWISE.

03/23/20 J205:45 :54 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bruno

03/23/20 1205:4554 BRUNO IKSIL, JPMORGAN CHASE BANK, has joined the room
03/23120 12 05 :4554 BRUNO IKSIL, JPMORGAN CHASE BANK, says

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

IN THEIR HOME JURISDICTION UNLESS GOVERNING LAW PERMITS OTHERWISE.

03!23{'20 1205:45:59 BRUNO IKSIL, PMORGAN CHASE BANK., says:
salut
hi
031231201205:46:01 IULTEN GROUT, JPMORGAN CHASE BANK, says:
salut
h-l .
- 03/23/20 1205:4603 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
¢ mort la
it is over/it is hopeless now
03/23 /20 1205:46:28 TULIEN GROUT, JPMORGAN CHASE BANK, says: :
david de CS appoelle au sujet des skew trades. je lui demande un prix ferme sur indice vs single names?
David from CS calls about skew trades. I ask him a firm price on index vs single names?
03/23/201205:46:32 TULIEN GROUT, JPMORGAN CHASE BANK, says:

Draft Transcript - Subject to Review and Correction
Likely Contains Errors :
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o

coupons matched etc

- coupons matched etc

03/23/2012054633 JULIEN GROUT, JPMORGAN CHASE BANK says:

9

?

03 /23/201205:46:42 BRUNO IKSIL, JPMORGAN CHASE BANK‘, says:
oui

yes

03/23/20 1 205 46:46 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

c un full upfront

it is a full upfront )

03/23/20 1205:46:54 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok understood

ok understood - ] '
03 /23/201205: 48 11 JULIEN GROUT, JPMORGAN CHASE. BANK, says:
pour revenir a ton premier point

to get back to our first point

03 /23 /20 1205:48: 14 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
continue a vendre la ss

keep on selling the ss

03/23/201205:48 :25 BRUNO IKSIL JPMORGAN CHASE BANK says:
leve 1a 0-3 10yr

levy/raise/exercise the 0-3 10yt

03/23/20 1205 :48 :28 JULIEN GROUT, JPMORGAN CHASE BANK, says
on en discutera lundi si tu veux bien,

we will talk about that on Monday if it is fine with you

03 /23 /20 1205:48 :32 JULIEN GROUT, JPMORGAN CHASE BANK says: '

ok ok je continue ca
ok ok I continue that

03123/20 1205:48 :38 BRUNO IKSIL, JPIMORGAN CHASE BANK, says:

", oul

yes

- 03 /23 /201205:48:48 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

je te dis

I tell you

03/23/201 205:48:52 BRUNO TKS]L JPMORGAN CHASE BANK says
ils vont nous defoncer . .

they are going to trash/destroy us

.03/23/20 12 05:48 :56 JULIEN GROUT, JPMORGAN CHASE BANK, says :

y a bep a dire, mais je ne veux pas charger ta charette qui est deja bien remplie
there is a lot to say, but I don’t want fo burden you more than you already are
03/23 /20 12 055228 BRUNO IKSIL, JPMORGAN CHASE BANK, says

¢ soir tu as au moms 600m

tonmight you’ll have at least 600m

03123/201 2055236 BRUNO IKSIL, JPMORGAN CHASE BANK, says
BID ASK

BID ASK ' '
03/23 /20 120552:40 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
MID

MID
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- ok

03123120 1205 :52 :51 BRUNO TKSIL, JPMORGAN CHASE BANK, says:

BID ASK TU AS 300M AU MOINS

BID ASK YOU HAVE 300M AT LEAST

* 03/23/2012 05:54:46 JULIEN GROUT, JPMORGAN CHASE BANK, says:
tu as vu le run de jospehine.. attack full force.
You have seen Josephine’s run.. attack full force.
03/23/2012 05:57 : 56 BRUNO IKSTL, JPMORGAN CHASE BANK, says
oui
yes
03 /23 /20120557:59 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
c partout :
it is everywhere/all over the place
03/23/20 12 0558:04 BRUNOQ IKSTL, JI’MORGAN CHASE BANK, says:
on est mort je te dis
we are dead [tellyou .
03/23 /2012 05:58 : 19 BRUNO IKSIL, JPMORGAN CHASE BANK, says
mais bon ¢ hors de mon controel maintenant
but then it is out of my hands now

. 03/23/2012 05:58:27 BRUNO TKSIL, JPMORGAN CHASE BAN'K1 says:

j'ai fait ce qu'il fallait
-1 did what I had to do

03 /23 /2012 06:04:04 JULIEN GROUT, JPMORGAN CHASE BANI(, says:

ok
ok
03/23/2012 06:18:11 JULIEN GROUT, ]PMORGAN CHASE BANK, says
oula bnp ...
wow bnp...
03/23/2012 07:2702 JULIEN GROUT, JPMORGAN CHASE BAN'K says:
bruno/
bruno/
03/23/2012 07:30:46 BRUNO IKSTL, JPMORGAN CHASE BANK, says: _
oul : e :
yes
03/23/2012 07:31:38 JULIEN GROUT, JPMORGAN CHASE BANK, says
l'arret du trading ¢ nous 3 ou juste moi? _
The stop of the trading, is it the 3 of us or only me ?
03123/2012 07:31:49 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
toi
you
03123/2012 07:31 :52 BRUNO IKSTL, JPMORGAN CHASE BANK, says:
sur core
' on core

03/23/2012 07:31 :52 JULIE GROUT, JPMORGAN CHASE BANK, says:
ok :

03/23/2012 07:32:05 JULIEN GROUT, JPMORGAN CHASE BANK, says
eric/luis ils peuvent continuer, sur leur tactical
eric/luis can go on, on their tactical

03/23/2012 07:32:06 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
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continue surlassles0-3 1 Ayr
go on with the ssthe 0-3 1 Ayr
03/23/2012 07:32:07 JULIEN GROUT, JPMORGAN CHASE BANK, says
ok? .
Ok?
03/23/2012 07:32:11 BRUNO IKSIL, JPIMORGAN CHASE BANK, says:
oul
yes
03 /23/20 1207:32:27 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
continue sur les 25-35 HY -
go on with the 25-35 HY
03123 /20 120732:32 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
pasles 15-25
not the 15-25
03/23/201207:32:53 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok
ok
03/23/201207:33 02 JULIEN GROUT, JPMORGAN CHASE BANK, says:
tu pourras me donner la couleur stp? s'il y en a.
will you give me the color please ? if there is some.
03/23120 1207:33: 17 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
rien poour le moment
nothing for now
03 /23/201207:33 :20 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok
ok
03/23 /20 120733 :28 BRUNO IKSIL JPMORGAN CHASE BANK, says:
ca va se negocier avec I’IB
it will be negotiated with the IB
03/23/20 1207:33:34 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
tout en haut
at the top
031231201207:33:41 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
et je vais en prendre pour mon grade
and I am going to be hauled over the coals
03 /23 /20 1207:33:44 JULIEN GROUT, JPMORGAN CHASE BANK, says
today?
today?
03/23/20 120733:49 BRUNO IKSIL JPMORGAN CHASE BANK_, says:
mais bon on a du carry
but we have some carry
03123/20 1207:33 :51 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ah? cela t'a ete confirme/
ah ? it was confirmed to you ?

03/23/20 1207:34:03 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
¢ pas necessaire
it is not necessary
03/231201207:34:20 BRUNQO IKSIL, JPMORGAN CHASE BANK, says
tu ne perds pas 500M sans conseugences
you don’t lose 500M without consequences
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03/23/20 12 07:34:30 BRUNO TKSIL, JPMORGAN CHASE BANK, says
garde le pour toi

keep it for you

03123/201207:34:39 JULIEN GROUT, JPMORGAN CHASE BANK, says:
oh oui

oh yes

03/23 /20 120734:52 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

c le bon sens qui me dit ca

good sense tells me so

03/23120 120746:55 JULIEN GROUT, JPMORGAN CHASE BANK, says:

- tua as parle a august? sinon, je lui dis de nous montrer le skew trade (sous le bon format)?
Did you talk to august ? otherwise, [ tell him to show us the skew trade (under the good format)?
03 /2312012074729 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
oui .

yes
03/23 /2012074735 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok
ok
03/23/20 120747:38 BRUNO IKSIL, JPMORGAN CHASE BAN'K, says:

. essaie de collecter des prix fermes
try to collect firm prices
03/23 /20 1207 4 745 BRUNO IKSIL JPMORGAN CHASE BANK, says:
je n'ai rien vu de ferme pour le moment
I haven’t seen anything firm for now
03/23 /20 1207481 5 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok
ok
03123/2012 07: 56 47 JULIEN GROUT, JPMORGAN CHASE BANK, says
Bruno? tu as besoin de ggqcho/
Bruno 7 do you need anything ?
03/23/20 12 08:13:16 JULIEN GROUT, JPMORGAN CHASE BANK, says
bon bruno :
well bruno
03/23 /20 1208:13 :26 JULIEN GROUT, ]PMORGAN CHASE BANK, says:
javier est reparti dans un conf call avec A
javier is back again in a phone call with A
03 /23/2012081332 JULIEN GROUT, JPMORGAN CHASE BANK, says:
je n'ai pas pu lui parler
I couldn’t talk to him
03/23 /201208 14 :05 BRUNO IKSIL, .TPMORGAN CHASE BANK, says:
ok
ok
03 /23/201 208 14:24 JULIEN GROUT, JPMORGAN CHASE BANK, says:
mais bon 1l n'avait pas 1'ai conceme par des slidse .. plufot autre chose
but anyway he did not seem concerned by the slides.. rather something else
03/23 /2012 08:14:35 JULIEN GROUT, JPMORGAN CHASE BANK, says
je vais chercher le dej et je reviens
I am going to get lunch and I come back
03 /23/2012 08:26: 17 BRUNO IKSIL, JPMORGAN CHASE BANK, says

tues la?
Are you here?
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03/23 /2012 08:31:42 BRUNO IKSIL, IPMORGAN CHASE BANK, says:
urgent
urgent
03 /23/20 12 08:3349 JULIEN GROUT JPMORGAN CHASE BANK, say s:
oui
ves ’
03/23/2012 085930 BRUNO IKSIL, JPMORGAN CHASE BANK says:’
regarde ton email
look at your email
03 /23/20 1209:0002 BRUNO IKSIL, JPMORGAN CHASE BANK says:

essaye de retrouver les run de roman shukhman sur ig% pour montrer qu'ils sont plus steep et mettent le

ig9 10yr plus que-le marche

try to find roman shukhman’s runs on ig in order to show that they are “more steep™/steeper and that

they put the ig9 10 yr more than the market
03123/20 1209:01 :36 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bruno
bruno
-03 /23/20 120902:07 BRUNO IKSIL, JPMORGAN CHASB BANK, says
essaie de retrouver les chat sur les chat de jp ou ils nou sniffent
try to find the chats about the jp’s chat where they sniff us
03123 /2012090213 JULIEN GROUT, JPMORGAN CHASE BANK, says:
tu te rappelles ’histoire de debut d'annee avec Sylvain sur le roll s9 5y7
do you remember the story from the beginning of the year with Sylvain on the s9 5y roll 7
03/23 /20120902:20 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
non : : '
no
03 /23/20-1209:02:26 BRUNO IKSIL, J'PMORGAN CHASE BANK, says
c'etait koi deja?
‘What was it again?
03123 /20120902:41 JULIEN GROUT, JPMORGAN CHASE BANK, says
j'avais checke sylvain, et fait une gross taille de roll s9 5y
I had checked with Sylvain and done a big size of roll s9 5y
03/231201209:0251 JULIEN GROUT, JPMORGAN CHASE BANK, says:
peux de temps apres il me dit que jpm 1e lift dessus
. shortly after he tells me that jpm lifts him from it
03/231201209:0256 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ah oui
oh yes
03 /23 /20 1209:03:04 BRUNO TKSIL, JPMORGAN CHASE BANK, says:
il faut le retrouver celui la
we need to find this one
03 /23 /20 1209:03 :13 JULIEN GROUT, JPMORGAN CHASE BANK, says
~ je 'ai, en francais malheureusement
I have it, in French unfortunately
03 /23/20120903 :2]1 BRUNO IKSIL, JPMORGAN CHASE BANK, says
C pas grave envoie
it does not matter, send it
03123 /20 120903:3 1 JULIEN GROUT, JPMORGAN CHASE BANK, says
en rrecanche peux tu me rappeler ce que tu avais trade/booke?
However could you remind me what you traded/booked ?
03123120 120903 :33 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
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achilles comprend tres bien le francais
achilles understands French very well ’
03 /23 /20 1209:03:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
cad? -
Which means? ‘
03 /23 /201209:03:48 JTULIEN GROUT, JPMORGAN CHASE BANK, says:
je veux le timing exact
I want the exact timing
03/23/20 1209:03:56 BRUNQ IKSIL, JPMORGAN CHASE BANK, says
de quoi?
of what ? '
03/23/20 1209:04:03 JULIEN GROUT, JPMORGAN CHASE BANK, says
ben des evenements
well, of the events '
03/23/2012090416 JULIEN GROUT, JPMORGAN CHASE BANK, says
parce que si tu as deja traite du roll avant moi la dessus
because if you have already treated some roll before me on that
03123/2012090420 JULIEN GROUT, JPMORGAN CHASE BANK, says
-ca sera encore plus limpide .
it will be even clearer
.~ 03/23/20 120904:23 JULIEN GROUT, JPMORGAN CHASE BANK, says:
tu vois?
Do you see ?
03123/20 1209:04:32 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
je ne me souviens plus .
I don’t remember
03/23/201209:04:39 JULIEN GROUT, JPMORGAN CHASE BANK, says
ok je regarde le blotter
ok I look at the blotter .
03/23/201209:04:41 BRUNO IKSIL, J'PMORGAN CHASE BANK, says:
¢ quel jour?
What day isit ? '
03/23 /20 1209:05:27 JULIEN GROUT, JPMORGAN CHASE BANK, says:’
ah ui | tu as traite 250m de roll s9 avec db a 7h55 !
oh yes! You dealt with 250m of roll s9 with db at 7h55!!
03 /23 /20 120905 :29 JULIEN GROUT, JPMORGAN CHASE BANK, says
le 4-jan
on 4™ Jan
03 /23/20 120906:11 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ok’ .
ok . :
03/23/20 1209:0618 BRU'NO IKSIL, JPMORGAN CHASE BANK, says
tu as le chat?
Do you have the chat?
03/23/20 120906:22 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ajoute le
add it
03/23 /20 1209:06 :29 JULIEN GROUT, JPMORGAN CHASE BANK, says:
avec sylvain? oui ,
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with Sylvain 7 yes

03/23/20120906: 31 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
je ne vois rien chez moi . _

I can’t see anything on mine

03 /23 /20 1209:06:37 BRUNO IKSTL, .I'PMORGAN CHASE BANK, says
mais je me rappelle

but I remember ’

03/23 /201209: 14:32 JULIEN GROUT, JPMORGAN CHASE BANK, says:

- ok apparemment tu as booke Ie trade vers 8h20 ce jour la, moi j'ai trade a Sh.
ok apparently you booked the trade around 8h20 this day, and I traded at Sh.
03/23/20 12 09: 14 :52 BRUNO IKSIL, JPMORGAN CHASE BANK, says
cool ;
cool
03 /23 /20 1209:5007 JULIEN GROUT, JPMORGAN CHASE BANK says:
pour l'instant je n'ai que 5 'pieces’ au dossier
for now I have only 5 documents in the file
03/23/201209:53:45 BRUNO IKSIL JPMORGAN CHASE BANK1 says:
regarde ton email
look at your email

103/23/20 1209:53:49 JULIEN GROUT, JPMORGAN CHASE BANK, says:
vu
seen
03/23120 1 209 53:50 JULIEN GROUT, JPMORGAN CHASE BANK, says:
un de plus
one more '
03/23/201209:54:03 BRUNO IKSIL, JPMORGAN CHASE BANK, says .
ben oui on ne va pas bosser comme si on etait parano tout le temps aussi
well yes, we are not going to work as if we were paranoid all the time!

03/23120 1209:54:25 JULIEN GROUT, JPMORGAN CHASE BANK, says:

6 pieces

6 documents

03/23120120956:24 BRUNO IKSIL, JPMORGAN CHASE BANK, says: .

regarde tes chats a toi avec JP guys B

look at your own chats with the JP guys

03/23 /2012 10:05 :37 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

je fais Mark Shirfan

1 look at Mark Shirfan '

03 /23/20 12 10:2250 JULIEN GROUT, JPMORGAN CHASE BANK, says:

vois les emails stp -

look at the emails please ' ’

03/23 /2012 1023 14 BRUNO IKSIL, JPMORGAN CHASE BANK, says

je vois

I see

03/23 /20 12 10:23:21 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
" la var explose

the var explodes

0312312012 10:2328 JULIEN GROUT, JPMORGAN CHASE BANK, says:

oul :
yes -
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03/23/20 12 10:23 :35 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

¢ foutu : '

it is over

03/23 /20 12 10:23 :37 JULIEN GROUT, JPMORGAN CH.ASE BANK., says:

le sule moyen ¢ le book a zero
- the only way is the book at zero

03123/20 1210:25 :04 JULIEN GROUT, JPMORGAN CHASE BANK says:
tu peux me dire ce que t'a dit ade ce matm‘7

Can you tell me what ade told you this morning?

03/23/201210:2550 BRUNO TKSIL, JPMORGAN CHASE BANK, says

3 gars de 1'ib sont venus lui demander ma taille sur ig9

3 IB guys came to ask him my size on 1g9

03 /23 /2012 1026:08 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

je ne veux pas savoir qui ¢

I don’t want to know who it is . '

03/23/2012 1026: 19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

je suis sur le call .

I am on the call

03/23/2012 10:28:01 BRUNO IKSIL JPMORGAN CHASE BANK, says

as tu eu des updates sur les marginal?

Did you get the updates about the marginal?

03/23/201210:28:06 JULTEN GROUT, JPMORGAN CHASE BANK, says:
no . -

no

03/23/201210:28:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
wa

rwa .

03/23/2012 10:28:22 JULIEN GROUT .IPMORGAN CHASE BANK, says:
48.7

48.7

03 /23 /2012 10:2848 BRUNOQ IKSIL, JPMORGAN CHASE BANK, says:

les marginals sur le rwa

the margmals on the rwa

03 /2312012 10:29: 15 JULIEN GROUT, JPMORGAN CHASE BANK, says:
non rien ., €N Cours

no, nothing.. in progress -

03/23 /2012 10:29:33 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
j'en ai besoin

I need them .

03/23/2012 10:2939 JULIEN GROUT JPMORGAN CHASE BANK, says
je sais

I know

03/23/20] 2 10:2944 JULIEN GROUT, JPMORGAN CHASE BANK, says:
je viens de relancer pat -

I just asked Pat again

03 /23 /2012 10:29:59 BRUNO IKSIL JPMORGAN CHASE BAN'K, says:
merci

thanks -

03 /23 /2012 10: 31 18 JULIEN GROUT JPMORGAN CHASE BANK, says
tu peux me faire les transcripts de david gldenberg a CS stp?
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Can you please do/check david gldenberg’s transcripts to CS ?

03 /2312012 10:31 :38 BRUNO IKSIL, JPMORGAN CHASE BANK, say s:
je suis sur le call

I am on the call

03/23/2012 10 3145 JULIEN GROUT, JPMORGAN CHASE EA]\IK1 says:
ok

ok

03/23/2012 10:3148 BRUNO IKSIL, JPMORGAN CHASE BANK, says
tout est sur le chat de cs

everything in on cs’s chat

03/23 /2012 10:31 58 BRUNO IKSIL, IPMORGAN CHASE BANK, says
“peux tu le faire,

can you do it?

© 03/23/20 12 10:3203 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok

- ok
03/2312012 10 57: 13 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
appelle moi qd tu peux

. call me when youcan
03/23/20 12 11 :36: 16 JULIEN GROUT J'PMORGAN CHASE BANK, says:
‘s en ligne?
Still online ?
03123/20 12 11 :3842 JULIEN GROUT, JPMORGAN CHASE B.ANK1 says:
dis moi quand tu as pu retrouver les chats de David Goldenberg
tell me when you can find David Goldenberg’s chats
03/23 /2012 11 :3843 JULIEN GROUT, JPMORGAN CHASE BANK, says:
stp
please
03 /23 /20 121200:09 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
¢ sur le chat de cs sur la fin de mois

It is on cs’s chat at the end of the month

03/23/2012 1200 16 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
et il ya celui de citi ‘
and there is the citi one
03/23/20 12 1200:28 BRUNO IKSIL JPMORGAN CHASE BANK, says
il faut montrer les deux en parallel

~ you need to show both in parallel
03/23/20 12 12 00 3 4 JULIEN GROUT, JPMORGAN CHASE BANK, says
peux tu me les envoyer stp?
Can you send them to me please? :
03/23/20 12 12:0106 BRUNO IKSIL, PMORGAN CHASE BAN'K, says
ok je fqis citi
ok I do citi

' 03/23/20 12 12:01 :12 BRUNO IKSIL, JPMORGAN CH.ASE BANK, says:
tu peux fgire cs? .
Can you do cs please ?
03 /2372012 12:0339 JULIEN GROUT, JPMORGAN CHASE BANK, says
CETAIT SUR QUOI DEJA 7 LES 6B?
About what was it again? The 6B?
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03 /23/20 12 12:0440 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ok laisse tomber
ok give it up
03/23/20 12 12:0441 BRUNO IKSIL, JPMORGAN CHASE BANK, says
je e fais
Idoit
03123720 12 1204:54 JULIEN GROUT, JPMORGAN CHASE BANK, says:
desole y avait javier j 'ai perdu le fil -
sorry javier was here and I lost track
03 /23/2012 12:04:59 BRUNO IKSIL, JPMORGAN CHASE BANK_, says:
pas de pb X
no pb
0312312012 12:05:06 BRUNO IKS]l JPMORGAN CHASE BANK, says:
regarde tes email
look at your emails
03/23/2012 1205:16 BRUNO TKSn.., JPMORGAN CHASE BANK, says:
" je faire janvier et fevrier sur credit suisse
-1 am going to do January and February on credit suisse
03/23 /2012 12:05:44 JULIEN GROUT, JPMORGAN CHASE BANK, says:
peux tu te rappeler des chats ou les traders te disaient que 1’IB poussait sur ig9?
Can you remember chats where the traders told you that the IB insisted on ig9? -
03 /2312012 12:07:45 BRUNO TKSIL, JPMORGAN CHASE BANK, says:
non :
no
03/237201212:07:47 BRUNO IKSIL, JP'MORGAN CHASE BANK, says:
aucun
none
03/23 /2012 12: 19:23 JULIEN GROUT, .TPMORGAN CHASE BAN'K, says:
bruno
bruno
03 /23/20 12 12: 19:39 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
oul -
yes
© 03/23 /2012 12: 19:46 BRUNO TKSIL, JPMORGAN CHASE BANK, says
ignore le dernier email pour csfb*
disregard the last email for csfb
03 /23 /2012 12 19:49 BRUNO TKSIL, JPMORGAN CHASE BANK, says:
¢ un dupe
it is a trick
03 /23 /2012 12: 1952 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bon j'ai les marginals old fashion
well, I have the old fashion marginals
103/23 /201212 1956 BRUNO IKSIL, JPMORGAN CHASE BANK, says
ah demande a Javier
ah ask Javier
03 /23 /2012122001 BRUNO IKSIL, JPMORGAN CHASE BANK, say s:
quel pnl on print today
~ what pnl we print today
03 /23 /2012 12:20:08 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
je ne sais plus la
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I don’t know anymore
03 /23 /20121220:22 JULIEN GROUT, JPMORGAN CHASE BANK says:
j'al aussi les marginals pour un split IRC/optimal tranches book, ca t'interesse?
T also have the marginals for a split IRC/optimal tranches book, are you interested ?
03/23/20 12 12:20:29 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
oul
yes
03 /23/2012 12:20:33 BRUNO IKSIL, JIPMORGAN CHASE BANK, says:
stp va voir Jmer
please, go see javier
03/23/2012 12:20:40 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
je ne sais pas quel pnl envoyer la
1 don’t know which pnl I should send
03 /2312012 12:20:42 JULIEN GROUT, JPMORGAN CHASE BANK, says
ok je vais aller lui demander. il pense que les pieces que j'ai amassees ne sont pas assez
ok I am going to ask him, he thinks that the documents that I collected are not enough
03/23/20 121 2:20:44 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ok
ok
03 /23120 1212:20:49 JULIEN GROUT, .TPMORGAN CHASE BANK, says
je vais aller lui envoyer
I am going to send them to }nm .
03 /23/201212:22:32 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
dis moi qd core delta est updated -
tell me when core delta is updated
103/23/2012 12:24:27 JULIEN GROUT, JPMORGAN CHASE BANK, says
done
done
03 /2312012 12:24;51 JULIEN GROUT, JPMORGAN CHASE BANK, says:
si on doit faire bep plus de 1g9 vs 1g18 il faut faire une simulation sur le rwa via Pat
if we must do much more ig9 vs igl8, we need to do a simulation on the rwa via Pat
03/23/2012 12:27: 17 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bon je fais Ie pnl la
well, I do the pnl now
03/23/2012 1227: 18 JULIEN GROUT, JPMORGAN CHA.SE BANK, says:
ok?
ok? _
031231201212:29:55 BRUNO IKSIL, JPMORGAN CHASE BANK, says -
ah non on ne fera jamais ca | '
oh no, we will never do that !
03/23/20 12 12:2959 BRUNO IKSIL, IPMORGAN CHASE BANK, says:
yen a mare ala fin
enough is enough
03/23/20 12 12:30 13 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
tu as parle a Javier?
Did you talk to Javier? _
03/23/20 12 12:37: 12 JULIEN GROUT, JPMORGAN CHASE BANK, says:
tu noteras qu'il veut faire les simuls de capital AVANT de traiter
you’ll notice that he wants to do the capital simulations BEFORE dealing
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03123/20 12 12:51 :30 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bon ca va douiller sur la compression la

it is going to be spent/expensive on the compression now

03/23/20 12 12:52:46 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
oui :

yes

03723120 12 12:53:00 JULIEN GROUT, JPMORGAN CHASE BANK, says

as tu parle a Javier?

Did you talk to javier ?

03/23/2012 125606 JUL[EN GROUT, JPMORGAN CHASE BANK, says
b?

b?

03123 /20 12 12:56:35 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
out s &

yes

03 /23/201212:56:39 JULIEN GROUT, .TPMORGAN CHASE BANK, says:
ok :

ok

03/23 /2012 12:57: 19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
we show -3 until month end on this one

we show -3 until month end on this one

03/23/20 12 12:57:21 BRUNOQ IKSIL, JPMORGAN CHASE BANK says
anyway

anyway

03/23/20121303 :35 JULIEN GROUT, JPMORGAN CHASE BANK, says:
je peux appeler?

Can 1 call? . ,

03/23/20 121303:47 BRUNO IKSIL, JPJMORGAN CHASE BANK, says:
sl tu veux

if you want

03 /23/20 1213:0752 JULIEN GROUT, JPMORGAN CHASE BANK, says:
le bo ne va rien faire, parce quele pb aujourd'hui c'est la compression

the bo is not going to do anything, because today’s problem is compression

arrete

stop that

03123/201213 :08 :19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
tune perds pas 200m en compression

you do not loose 200m with compression :

03/23/20 121308:55 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bon

well

03123/20 12 13:09:28 JULIEN GROUT, JPMORGAN CHASE BANK, says:
on a 34m de cs01 en ig. hy unc'd today (par rapport a nos marques) et ig+3.25. ca fait 110m

03123 /20 12 13 08:07 BRUNO IKSIL, IPMORGAN CHASE BANK, says

we have 34m of ¢s01 in ig. Hy unc’d today (in companson with our ma.rks) and ig+3.25. it makes

110m

03/23/2012 1309:35 JULIEN GROUT, JPMORGAN CH.ASE BANK, says
ok? :
0k?
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03/23/2012 1309:44 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ecoute je n'ai pas le temps

listen, I don’t have time

03123/20 1213:09:49 JULIEN GROUT, JPMORGAN CHASE BANK, says:
pok

why?

03/23/20 121309:51 JULIEN GROUT, JPMORGAN CHASE BANK, says
ok

ok

' 03/23/20 12130953 BRUNO IKSIL, JPMORGAN CHASE BANK, says:

jersuis avec pat pour voir les trades

I am with pat to see for the trades

03/23/20 1213 :10:04 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
tout ce que je te demande ¢ de dire a Javier ce que tu vois

all that I am asking you is to tell Javier what you see

03123/20 12 13: 10: 14 BRUNO IKSTL, JPMORGAN CHASE BANK, says:

¢ tout et ils decide ce qu'on montre

that’s it and he decides what we show

03/23/20 12 13: 1 0:20 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
parce que la moi je ne sais plus

because me, I don’t know anymore

03/23/20 12 13 1026 BRUNO IKSIL, JPMORGAN CHASE BANK, says.
je regarde la reduction durwa

I look at the reduction in the rwa
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From: Goldman, Irvin J. <irvin.j.goldman@jpmchase.com>

Sent:  Mon, 26 Mar 2012 22:23:58 GMT .

To: - Macris, Achilles O <achilles.o. macrls@meorgan com>; Mamn~ArtaJo Javier X <JEW!€]" x.martin- -
g arta]o@meorgan com:>

Drew, Ina <Ina.Drew@jpmorgan.com>; Wilmot, John <JOHN MLMOT@meorgan com>;
CcC: Weiland, Peter <peter. welland@]pmchase com>; Stephan, Keith
<keith stephan@meorgan com>

Subject: Tranche Plan

All,
Now that we have the new RWA increase, Ina would like to discuss the forward plan for reduction. She Mﬂt_ﬂ_{
trades executed until we all discuss it. We will have a call first thing in the morning. '
Irv

[rvin Goldman | J.P.Morgan Q-ChL::f Investment Office | 270 Park Ave, | & Tel: +1 212 834 2331 |0 irvin,Lgoldman@ipmehase.com

Permanent Subcommittee on Investigations
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From: Macris, Achilles O <achilles.o.macris@jpmorgan.com>
- Sent:  Fri, 30 Mar 2012 14:15:25 GMT

To: Bacon, Ashley <Ashley.Bacon@jpmorgan.com>; Goldman, Irvin ]
. <irvin.j.goldman@jpmchase.com>

Subject: synthetic credit -- crisis action plan

From: Macris, Achilles O

Sent: 30 March 2012 15:13

To: Hogan, John J.

Cc: Drew, Ina

Subject FW: synthetic credit -- crisis action plan

Hi John,
| have asked Ashley for help with the synthetic credit book.

In the first quarter, my team failed in targeting RWA and we need your urgent help to do a better job in Q2.
Ashley, Javier and myself think that the most experienced person at the firm is Olivier. Olivier is both familiar with the
correlation product as well as the capital attributes of correlation.

I'would be grateful if you could approve dedicating Olivier to CIO priorities for Q2.

‘&'éckground: following years of exceptional performance in this book utilizing 5b RWA, we have decided to risk neutralize the
book post the large gains on the AA events around thanksgiving. While we remained shortin HY, we have bought IG to
achieve a risk neural stance. Since then, and while both |G rallied and the RV between HY and IG worked in our favour, the
proxing of 1G long via IG 9 forwards, did not work and resulted in almost total loss of hedging effectiveness: Additi_bnaliy, the
RWA increased beyond my targets and | have lost confidence in my team's ability to achieve the targeted RWA and their
understanding of the synthetic levers to achieve the RWA objectives. -

Due to the size of the book, our market manoeuvrability is limited. | am further worried that the "best course of action from
a rtsk and economic point of VIEW, may be conflicting with the appropriate capital utilization.

Maijy thanks,
Achilles

From: Bacon, Ashley

Sent: 30 March 2012 14:14

To: Macris, Achilles O

Subject: RE: synthetic credit -- crisis action plan

Achilles, John asked that you send him a note (cc Ina) just summarising that you want Olivier, what the ask is, and that this
has some urgency. Then [ think we move ahead.

Thanks

From Macris, Achilles 0]
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Sent: 30 March 2012 13:50

To: Goldman, Irvin ]

. Cc: Drew, Ina; Martin-Artajo, Javier X; Tse, Irene Y
'ubject: RE: synthetic credit -- crisis action plan

Hi lrv,
| just spéke with Ashley re'garding the issue and he has agreed to dedicate Olivier to help us with RWA targeting for Q2.

Ashley immediately understood the issue and agreed with the approach to get the firm's best talent involved early in the
. process, :

Without any doubt, Olivier is very familiar with the correlation product as well as the management of the capltal attributes of
" correlation. :

Foll'uwing our call, Ashley spoke with Venkat who also agreed with our proposal to dedicate Olivier to our priorities for Q2.
We have jointly agreed to have Olivier based in our office for Q2. Ashley will be informing John Hogan.
Both Ashley and Venkat are displaying very strong support and partnership on this. | am indebted to both,

_ber;f,
Achilles

m—= = Redacted by the Permanent
~Subcommittee on Investigations

Sent: 30 March 2012 10:38
To: Martin-Artajo, Javier X; Stephan, Keith

,c: Brown, Anthony M; Po!ychronopoulos, George H; Uzuner, Tolga I; Enfield, Keith; ‘Chris'; Weiland, Peter
Subject: synthet}c credlt -- crisis action plan

Hi guys,
_On Tuesday we will be Ipresenting the final action plan for the book for Q2.
As we already had several meetings on this, we must get it right this time, otherwise we could lose our collective credibility.

Due to the size of the book, we only have “one move” to achieve our dual objective of stabilizing the risk and P+L of the book,
while achieving our '

targeted RWA objectives for the end of Q2.
We must insure that we don’t overtrade, or alter the rlsk pmf“le to an uncertain RWA result.

Therefore, the objective is to determine what is the best course of action to insure that the book is and remains balanced in
risk and P+L terms.

Additionally, we must ”pril:e” the best economic solution in terms of average and final Q2 RWA.

Regarding RWA targeting, | will be asking Ashley for help Hopefully, Olivier will be made available to exclusively focus on the
ClO RWA targeting for Q2.

Clearly, we are in a crisis mode on this. The crisis team is to have short daily meetings and your daily update and progress
report needs to be commercial and forward looking to mark to implementation of the stated objectives.

Confidential Treatment Requested by J.P. Morgan & Co. ' JPM-CIO-PSI 0001221



We will be discussing the suspension of our investment programs as well as potential OCI crystallizations at the ISMG.

Thanks,
Achilles
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'London Whale' Rattles Debt Market

By GREGORY ZUCKERMAN And KATY BURNE

In recent weeks, hedge funds and other investors have been puzzled by unusual movements in
some credit markets, and have been buzzing about the identity of a deep-pocketed trader
dubbed "the London whale."

That trader, according to people familiar with the matter, is a low-profile, French-born J.P.
Morgan Chase & Co. employee named Bruno Michel Iksil.

Mr. lksil has taken large positions for the bank in insurance-like products called credit-default
swaps. Lately, partly in reaction to market movements possibly resulting from Mr. Iksil's trades,
some hedge funds and others have made heavy opposing bets, according to people close to
the matter.

Those invest.ors have been buying default protection on a basket of companies' bonds using an
index of the credit-default swaps, or CDS. Mr. lksil has been selling the protection, placmg his
own bet that the companles won't default.

Mr. Iksil, who works primarily out of London, has earned around $100 million a year for the
bank's Chief Investment Office, or CIO, in recent years, according to people familiar with the
matter.

There is no suggestion the bank or the trader acted improperly.
Mr. Iksil didn't respond to calls and emails seeking comment.

J.P. Morgan said the CIO unit is "focused on managing the long-term structural assets and
liabilities of the firm and is not focused on short-term profits."

The bank addéd, "Our CIO activities hedge structural risks and invest to bring the company's
asset and liabilities into better alignment."

Kavi Gupta, a trader at Bank of America Merrill Lynch, wrote a message to investors Thursday |
about the mystery trader, saying hedge funds are accelerating wagers against "the large long,"
or bullish investor. "Fast money has smelt blood," he wrote. Bank of America declined to
comment. '

The hedge funds are wagering that the cost of default protection using the index will increase,

potentially putting Mr. Iksil in a money-losing position and forcing h|m to reduce some of his
holdings.

Buying protection on the index is currently cheaper than what it costs to protect the index's
component companies individually.

Any reduction in Mr. Iksil's positioh could result in profits for the hedge funds and losses for the
bank, according to a person familiar with the matter. There is no indication that any such

reduction is planned.
Permanent Subcommittee on Investigations
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J.P. Morgan Chase has emerged from the financial crisis as one of the strongest global banks,
and Chief Executive James Dimon often boasts of the company's "fortress balance sheet."

Mr. Iksil's trades are partially hedged, or protected by some offsetting trades, according to
people close to the matter. Mr. Dimon is regularly briefed on details of some of the group's
positions, these people added.

One person familiar with the matter said the bank has run tests that show Mr. Iksil's positions
likely will be profitable in any economic or market downturn.

Some analysts who follow J.P. Morgan Chase, the biggest U.S. bank by assets, said they
weren't aware of the group's trading. "They've talked about their investment strategies and
procedures and risk controls but haven't highlighted this dwlsmn said Gerard Cassidy, a

banking analyst at RBC Capital Market.

J.P. Morgan said the CIO unit's "results are disclosed in our quarterly earnings reports and are
fully transparent to our regulators."

Mr. lksil, who has worked at J.P. Morgan since January 2007, commutes to London each week
from his home in Paris, and works from home most Fridays. He sometimes wears black jeans in
the office and rarely a tie, according to someone who worked with him.

Mr. Iksil works with two junior traders and focuses on complex trades in credit markets,
developing most of his investment ideas and then getting approval from senior bank executives,
according to someone close to the matter.

In the past, he often has been bearish on markets and placed trades to express that downbeat
perspective, sometimes criticizing colleagues as too optimistic on markets. Some of his best
performances have come during market downturns, though he has also made trading mistakes
in volatile times.

However, Mr. lksil has turned more upbeat recently. He has been selling protection on an index
of 125 companies in the form of credit-default swaps. That essentially means he is betting on

the improving credit of those companies, which he does through the index—CDX IG 9—tracking
these companies.

Mr. lksil has done so much bullish trading that he has helped move the index, traders
say. Now, even as Mr. lksil is selling credit protection on the company index, a number
of hedge funds and other investors are buying protection on it.

Some investors say they are betting that Mr. Iksil could have to exit some of his bullish
trades, perhaps because the pending Volcker rule limiting bank risk-taking would push
up the cost of credit protection. J.P. Morgan has said the Volcker rule doesn't prohibit its
CIlO unit from investing or hedging activities.

A sign of how hot the trade is: The net "notional" volume in the index ballooned to
$144.6 billion on March 30 from $92.6 billion at the start of the year, according to
Depository Trust & Clearing Corp. data.

Write to Gregory Zuckerman at gregory.zuckerman@wsj.com and Katy Burne at
katy.burne@dowjones.com
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JPMorgan Trader’s Positions Said to Distort
Credit Indexes

By Stephanie Ruhle, Bradley Keoun and Mary Childs - Apr 6, 2012

A JPMorgan Chase & Co. (JPM) trader of derivatives linked to the financial health of
corporations has amassed positions so large that he’s driving price moves in the $10 trillion
market, traders outside the firm said.

The trader is London-based Bruno Iksil, according to five counterparts at hedge funds and rival
banks who requested anonymity because they’re not authorized to discuss the transactions. He
specializes in credit-derivative indexes, a market that during the past decade has overtaken
corporate bonds to become the biggest forum for investors betting on the likelihood of company
defaults.

Investors complain that Iksil’s trades may be distorting prices, affecting bondholders who use the
instruments to hedge hundreds of billions of dollars of fixed-income holdings. Analysts and
economists also use the indexes to help gauge perceptions of risk in credit markets.

Though Iksil reveals little to other traders about his own positions, they say they’ve taken the
opposite side of transactions and that his orders are the biggest they’ve encountered. Two hedge-
fund traders said they have seen unusually large price swings when they were told by dealers that
Iksil was in the market. At least some traders refer to Iksil as“the London whale,” according to
one person in the business.

Joe Evangelisti, a spokesman for New York-based JPMorgan, declined to comment on Iksil’s
specific transactions. Iksil didn’t respond to phone messages and e-mails seeking comment.

Most-Active Index

The credit indexes are linked to the default risk on a group of at least 100 companies. The newest
and most-active index of investment-grade credit rose the most in almost four months yesterday
and climbed again today.

The Markit CDX North America Investment Grade Index of credit-default swaps Series 18
(IBOXUMAE) rose 3.3 basis points to 100.2 basis points as of 10:18 a.m. in New York, after
jumping 4.4 basis points yesterday, according to Markit Group Ltd. The price of the index is
quoted in yield spreads, which rise along with the perceived likelihood of increased corporate

defaults.
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A credit-default swap is a financial instrument that investors use to hedge against losses on
corporate debt or to speculate on a company’s creditworthiness.

Iksil may have “broken” some credit indexes -- Wall Street lingo for creating a disparity between
the price of the index and the average price of credit-default swaps on the individual companies,
the people said. The persistence of the price differential has frustrated some hedge funds that had
bet the gap would close, the people said.

Close Supervision

Some traders have added positions in a bet that Iksil eventually will liquidate some holdings,
moving prices in their favor, the people said.

Iksil, unlike JPMorgan traders who buy and sell securities on behalf of customers, works in the
chief investment office. The unit is affiliated with the bank’s treasury, helping to control market
risks and investing excess funds, according to the lender’s annual report.

“The chief investment office is responsible for managing and hedging the firm’s foreign-
exchange, interest-rate and other structural risks,” Evangelisti said. It’s “focused on managing
the long-term structural assets and liabilities of the firm and is not focused on short-term profits.”

Iksil probably traded under close supervision at JPMorgan, said Paul Miller, an analyst at FBR
Capital Markets in Arlington, Virginia.

“The issue is how much capital they’re putting at risk,”said Miller, a former examiner for the
Federal Reserve Bank of Philadelphia.

Volcker Rule

A U.S. curb on proprietary trading at banks, meant to reduce the odds they’ll make risky
investments with their own capital, is supposed to take effect in July. Regulators are still
determining how the so-called Volcker rule will make exceptions for instances where firms are
hedging to curtail risk in their lending and trading businesses.

Wall Street banks including JPMorgan, Goldman Sachs Group Inc. and Morgan Stanley have
submitted comment letters and met with regulators to discuss their complaints about the rule.

“Several agencies claiming jurisdiction over the Volcker rule have proposed regulations of mind-
numbing complexity,”JPMorgan Chief Executive Officer Jamie Dimon said in his annualletter to
shareholders released this week. “Even senior regulators now recognize that the current proposed
rules are unworkable and will be impossible to implement.”



Combined Revenue

JPMorgan had $4.14 billion of combined revenue last year from the chief investment office,
treasury and private-equity investments, according to the annual report. The treasury and chief
investment office held a combined $355.6 billion of investment securities as of December 2011,
up 14 percent from a year earlier, according to a year-end earnings statement.

Chief Investment Officer Ina Drew, who runs the unit, was among JPMorgan’s highest-paid
executives in 2011, earning $14 million, a 6.8 percent pay cut from 2010, the bank said in a
regulatory filing this week. Drew referred a request for comment to Evangelisti.

Iksil has earned about $100 million a year for the chief investment office in recent years, the
Wall Street Journal said in an article following Bloomberg News’s initial report, citing people
familiar with the matter.

Iksil joined JPMorgan in 2005, according to his career-history record with the U.K. Financial
Services Authority. He worked at the French investment bank Natixis (KN) from 1999 to 2003,
according to data compiled by Bloomberg.

Trader’s Position

The French-born trader commutes to London each week from Paris and works from home most
Fridays, the Journal article said, citing a person who worked with him.

The trader may have built a $100 billion position in contracts on Series 9 (IBOXUG09) of the
Markit CDX North America Investment Grade Index, according to the people, who said they
based their estimates on the trades and price movements they witnessed as well as their
understanding of the size and structure of the markets.

The positions, by the bank’s calculations, amount to tens of billions of dollars and were built
with the knowledge of Iksil’s superiors, a person familiar with the firm’s view said.

To contact the reporters on this story: Stephanie Ruhle in New York at sruhle2@bloomberg.net;
Bradley Keoun in New York at bkeoun@bloomberg.net; Mary Childs in New York at
mchilds5@bloomberg.net

To contact the editors responsible for this story: David Scheer at dscheer@bloomberg.net;
Shannon D. Harrington at sharrington6(@bloomberg.net




From: Hogan, John J. <John .J.Hogan@jpmorgan. com>
<ent: Tue, 10 Apr 2012 23:17:16 GMT

b Braunstein, Douglas <Douglas.Braunstein@jpmorgan.com>
Subject: Re: Credit

Lovely

From: Braunstein, Douglas

Sent: Tuesday, April 10, 2012 07:14 PM
To: Hogan, John J.

Subject: Fw: Credit

A bit more than we thought

From: Drew, Ina

Sent: Tuesday, April 10, 2012 07:08 PM

To: Dimon, Jamie; Braunsbem Douglas, Wilmot, John; Zubrow, ‘Barry L; Staley, Jes
Subject: Credit

The mtm loss is 412 mil today, an 8 standard deviation event mostly from the steeping of the 1g3 curve. SPECIFIC to our
position. No other high grade or high yield index moved much clearly anticipating our liquidation.

I%{m in the office further reviewing the p | scenario with London and will send it on shortly.
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From: Wilmot, John <JOHN.WILMOT@jpmorgan.com>

T=nt:  Tue, 10 Apr 2012 22:50:48 GMT

" Dimon, Jamie <jamie.dimon@jpmchase.com>; Braunstein, Douglas

ho: <Douglas.Braunstein@jpmorgan.com>; Hogan, Jobn 1. <Jchn .J.Hogan@jpmorgan. com> Drew, Ina

<Ina.Drew@jpmorgan.com>; Zubrow, Barry L <barry.l.zubrow@jpmchase.com>

cc: Goldman, Irvin J <irvinj.goldman@jpmchase.com>; Stephan, Keith <keith.stephan@jpmorgan.com>;
i Weiland, Peter <peter.weiland@jpmchase.com>

Subject: Net positions vs average trading volumes

C10 Met Positions in Selected Indices vs. 1m daily trading volume:
The below table shows that CDX.IG.9 net position for ClO is $82.2bio, which is approximately 10-15 days of 100% of trading velume -

based onthe 1m avg volume published by JPMorgan Research. ITX.9 net position for CIO is $35bio, which is approximately 8-12 days
of 100% trading volume based on the 1m'avg volume. For on the run positions the numbers are much smaller, ranging from 0.25 days

to 2 days volume in 1G and HY, respectively.

cid:image008.png@01CD1696.FAESE3E0

John €. Wilmot | Chief Investment Office | [ john.wilmot@jpmorean.com | B Work: (212) 834-5452 | = Ceil:—
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From: N Wong, Elwyn

To: Kirk, Mike
Sent: : _ 5/18/2012 3:20:16 AM

Subject: ' RE: CIO call with Mike Brosnan

This is just a strategy and not an explanation. And this is Ina Drew speak before she was
fired. ' ’ :

They took up a strategy to reduce their make believe voodoo magic "Composite Hedge" linearly
to change in 5ryr - 10 yr fwd CDS spread.

I give them first prize for "consistency". But so what? Why were they right and as hindsight
would have it, they were wrong. '

:From: Kirk, Mike ;

Sent: Thursday, May 17, 2012 6:20 BPM . '
To: Wong, Elwyn ;

Subject: RE: CIO call with Mike Brosnan

That’s the point!

The relaticnship obviously-didn;t hold, and I would be if we plotted the graph today the
locations would be far from the diagomal..and I be if we had access to the data that the red
portion is moving up and farther to the right with each passing day in April

From: Wong, Elwyn

Sent: Thursday, May 17, 2012 5:58 PM

To: Kirk, Mike; Crumlish, Fred; Hohl, James
Cc: Waterhcuse, Scott .

Subject: RE: CIO call with Mike Brosnan

I was not at the April 16 meeting. But let me venture to guess what it is trying to say.

[cid:image0C1.png@01CD3459.B17C27D0]

. The y-axis is rolling 10 yr cds - rolling 5 yr cds. They had a few Bloomberg graphs showing
how this reolled spread from being NEGATIVE in 2008 and 2008 (just like Greece and Italy)
towards more normalization when it eventually returned to being positively sloped.

The x-axis is the Hedge Index Composite. I venture to guess this is the aggregate hedge that
think they need to put on, related tec the -aggregate number on the extreme lower right hand
.side, the $158 .498 mil. They have a whole matrix of longs and shorts and that's the ‘
composite. As fear resided and rolling 10 yr minus rolling 5 yr returned to positive, they can
reduce their total hedge. As Mike said, the REDS -are which they are at now ——— so their hedge

is not that unreasonable, IF THE HEbGE_AMOUNT DID HAVE THIS RELATIONSHIP TO THE SLOPE of 5yr
to 1l0yr CDS . :

The sentence which is somewhat perplexing is “the relationship is bounded by the off—the-run
HY shorts and the on-the-run IG shorts. Meaning that this is their core hedge?

[cidrimage002.png@01CD3459.B17C27D0]

The whole scenario thing about convexity is talking their book/advertizing - in a panic
situation, people will run to put protection in the short end and not the long end. So the
curve FLATTENS again like in 2007. In other words, their hedge has analytical underpinning.
Not only are they reducing their short risk hedge prudently according to the slope of the 5yr
-10yr, as plotted on Blcomberg, the flattener would have been a safe bet because in case they

were reducing their hedge too fast and the economy tanked against, the built in flattener
would be there to help. : - :

becommittee on Investigations
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From: Kirk, Mike

Sent: Thursday, May 17, 2012 4:51 BM

To: Crumlish, Fred; Hohl, James; Wong, Elwyn
Cc: Waterhouse, Scott

Subject: RE: CIO call with Mike Brosnan

Fred,
Happy to ﬁoin you in your calls with Mike B.

In respect to your guestions, in the order asked:

- The graph on page 7 shows the slippage of their portfolio ccmpared to the hedge. The closer
to the diagonal the more closely the hedge tracks the portfolio. The red highlighted area is
recent period they were discussing where hedges were breaking down, and markets were not
moving according to their modeled projections based upon historical correlations.

+ To make the chart you would need two items. A-targeted portfolio and a hedge portfolio. We
could ask for this chart of the strategy prior to re working the hedge position to remove part
of the hedge (why we were told they decided to sell IG with fallen angels). This request may
be instructive and could settle the issue of whether the original portfolio was an esffective
hedge. P&L for previous 4 years, however, was fairly reasonable, so that would tend to support

the banks statement that the hedge worked well for years. It went astray when they reduced the
hedge. .

+ I think Matt Zames would likely have a different view of the choice of strategy with
hindsight being a benefit. Position really went bad as shown in March/April, guestion is did
the London desk continue selling in IG in April with the curve steepening and spreads widening
and basis (to theorstical) trading rich. This is something we do not at this time know.

* You can give Mike B my cell phone number. .

Please note Elwyn and James will likely have quality information to add so you may want to
wait to hear from them before passing along. . :

Regards,
Mike

From: Crumlish, Fred .

Sent: Thursday, May 17, 2012 4:22 PM

To: Kirk, Mike; Hohl, James; Wong, Elwyn’
Cc: Waterhcuse, Scott

Subject: CIO call with Mike Brosnan

_ Scott and I spoke to Mike Brosnan today about what we were doing now and going forward on the
CIO book. We will likely have a.call with him frequently, and, particularly with respect to
the intricacies of the position, will need to include you.

A couple of things specific to the pre-April 16 interactions and some of the emails that are
circulating: .

- I told Mike B that the Joe Sabatini, emails with selected position information were sent by
the bank after initial OCC and FRB enquiries. We concluded that this information was pretty
much useless, as it did not tell us what was happening risk wise.. We also talked about a

couple of those other emails, but I emphasized that the culmination was getting a meeting with
Ina Drew and company on April 16.

— With respect to the April meeting, Mike B. is going through the “synthetic credit deck” and
he had a few technical questions, not all of which I was able to fully answer since I didn’t

recall or had been focusing on other issues and didn’t think cf those guestions. With respect
to this presentation: ) '

o Mikeand James: Pl=ase have a look at your notes for page 7 as I wasn’t fully able to explain

BANK PROPRIETARY AND/OR TRADE SECRET I_ OCC-SP1-00021603
INFORMATION



the graph on the bottom. Also if-you have details on the scenario description on page 11, we
should pass that along.

o It would be nice at somé point if we could get a chart such as that on page 5 *before* the
position was put on. Maybe we will request it, maybe not. Let’s see if we need it after going
through new reportlng

o More to the point, I told Mike that the bank would likely not stand behind {aside from a
statement that it was the best they knew at the time) this analysis at this point, as the
position turned out to ke far more problematic -than presented and so the description of risk
was missing. : :

o Mike Kirk - as usual, don’t be surprised if Mike just calls you sometime.

— I told Mike that next Monday we will be going over current risk reporting and positions in
more detail, as the repcrting is evolving. He might want to speak with us shortly after. I'd
expect to have Mike and Elwyn to help speak to technlcal details etc.

So, keep ycur notes current. All emails get circulated widely, and of course generate
questions. :

— apc

*%% Tf you have received this message in error, please delete the original and all copies, and

notify the sender immediately. Federal law prohibits the disclosure or other use of th15
information. ***
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From: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>
Sent: Fri, 16 Mar 2012 18:12:42 GMT
o: Grout, Julien G <julien.g.grout@jpmchase.com>
-~ Subject: FW: update on Core PNL C

From: Iksil, Bruno M

Sent: 16 March 2012 17:34
To: Martin-Artajo, Javier X
Subject: update on Core PNL

The divergence has increased to 300 now ; the rescap news is pushing the tranches and HY indices against us.

1 worked on the 1G9 ans main 59 a bit today. There is some size. Not large. But if | trade 2 bps tighter, | reckon there will be
. size. '

Tactical starts being impacted despite the trading gains. Small though. But the hits show anywhere but the spots | tried to
correct. ' ' '

It has been like this since the start of the year and the drift keeps going. | reckon we get to 400 difference very soon.

. Juno

C 1 T Tl " + B q
by JPMORGAN CHASE & CO.

JPM-CIO 0003475
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From: Drew, Ina <Ina.Drew@jpmorgan.com>-

Sent:  Fri, 23 Mar 2012 11:13:55 GMT '

Tos Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
cc: Macris, Achilles O <achilles.o.macris@jpmorgan.com>
Subject: Re: Synthetic Book - URGENT

‘You guys need to get irv and call hogan and explain. | can give him a heads up. Smart to involve ashiey. More later

From: Martin-Artajo, Javier X

Sent: Friday, March 23, 2012 06:48 AM
To: Drew, Ina

Cc: Macris, Achilles O

Subject: Synthetic Book - URGENT

Ina,

during the last week we have been trying to work on our best path for the Synthetic Book trying both to reduce our overall
RWAs and get the bookin a balanced way . The problem with this has been that we have engaged in a dialogue with Risk
Management{ Ashley Bacon ) , QR [ Venkat) andthe IB { Guy America and Daniel Pinto ) and this has resulted in a hightened
alert about our positions in the IB and is really hurting us in varjous ways . '

While we have been reducing the VAR and SVAR we have increased our overall RWAs because of the increase of the IRC (
New to CIQ given the problems that we highlighted with QR ) and also we have worse marks against our current book .

We are left here with two options :

Option A : We do not settle with the IB : we do not change the current book and exceed the RWA that is going to be in the
region of 44-47 Bln ( this has to be confirmed by QR next week ) . This option will have a bad month end mark P/L impact 0 to
-150-200 MM . This is our favoured choice that gives us time to correct mistakes with QR , positive carry and upside on
defaults . We would still need to reduce RWA by reducing our IRC or joining the IB with reducing the CRM outside . So this will
be a mark to market P/L problem and we are left with a book that has positive carry and upside on defaults .

Option B :we settle with the IB : we close the extra long position with the IB and we will have a book that is not as well
balanced will have a short bias , will reduce RWA by 10-15 Bln and have an impact on P/L that could be as large as - 350 MM .
This loss will be.permanent and would leave ﬂ'!e book with a small negative carry and option on defaluts but a permanent loss
for the book .

In any case it is very important that we need to let the IB know that we need to talk to them to stop this negative espiral
that we are seeing in the market because we have disclosed too much information to them and we are se\rerily affected by
this . Specifically on the long IG 9 position that is getting the attention of the market .

I need to discuss this as soon as posible

regards

Permanent Subcommittee on Investigations
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From: ACHILLES <macris@i mm = Redacted by the Permanent

Sent:  Fri, 06 Apr 2012 20:29:53 GMT ~Subcommittee on Investigations
To: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com> '
CC: InaDrew <ina.drew@jpmorgan.com> '

Subject: Re: Update

The issue remains; what is "fair value" for the 1G9, as this will drive the marks.

As the 1G9 is not "pure play" IG due to the risky HY names included, the regular 1G participants are not likely to be
supporting it. Therefore, relatively small selling (against single names etc) could drive the marks further.

In our case, we are ultimately secure on those risky names (as they are included in our HY short), however we must
project what the possible negative marks may be resulting in P+L terms and what would be the exact market
mechanism to stabilise the series absent an event. :

From: Martin-Artajo, Javier X

Sent: Friday, April 06, 2012 07:59 PM
To: Drew, Ina

Subject: Update

Ina,
I just had a conversation with Achilles and I would like to update you on two topics : one relates to compliance and
another one relates to work [ am doing on the book to estimate the worst case P/L for Q2 .

Redacted by the
Permanent Subcommittee on Investigations

In terms of the worse case scenario for us for Q2 I am redoing the work once again to make sure that if we exclude
very adverse marks to our book the potential loss due to market moves or any economic scenario including defaults
would not exceed a number higher than - 200 MM USD at the end of Q2 with the current book as it is . I will have all
the numbers ready on Sunday afternoon NY time and send it to you as soon as [ have them .

[ will send this information and an update from compliance too on Sunday .

Best regards

~ Javier
This email is confidential and subject to important disclaimers and
conditions including on offers for the purchase or sale of

Permanent Subcommittee on Investigations
EXHIBIT #31
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March 16, 2012

Call #5601530708350439469,

Julien: Bruno? It’s Julien. I’'m at minus 4 with a lot of effort, plus 2 points. | can do better
but...

Bruno: No, don’t waste your time, it won’t help.” Check the new trades because | don’t
think.there are as many winning trades. | did some “coquilles” in the booking.

J. There’s 500mIn de F9 10Y. | think that’s BNP
B. No, 500 min, | applied at 143 | think.

J. At what level on the 5Y?

B. 93.

J. Oh yes, OK, that’s much tighter, you have 9, 9.50, you lose a lot. [discussion] It's logical.
B. Yes, yes.

J. Do you know what you did with nealia?

B. | went ahead at 30.

J. In fact it's flat, with the Delta, it's flat.

B. Yes.

J. 250 min of 5Y, what level?

B. 121 and something.

J. 1217

B. 100,000, yes, there’s about a million there.
J. Yes. The big items, 450 of...

B. yes, you mark 5/8, right?

J. No, | was obliged to mark at 3/8.

B. So that makes...that will [...] a lot.

J. you projected at what level?

B.3/4

J. Yes, that makes 1.7 min, 1.6 min.

B. This makes no sense. Is [ ] still there?

J. Yes, he’s locked away. But he seems relaxed, | don't know what you told him just now. He
said not to worry, not to worry.

Draft Transcript - Subject to Review and Correction

Likely Contains Errors
c fal T t Requested JPM-CIO 0005615
by JPMORGAN CHASE & CO.
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March 16, 2012

B. But there is no hope, these are contracts of “debils” (idiots). I'm in the middle of analysing
something — at the end of the afternoon we did the book and it’s much smaller than it is today,
and if they had applied the RWA methodology that we are going to use, in fact this makes a
huge difference.

). Wait a second, can we send 2.1 on “tactico?”

B. Yes. [unintelligble — but | think he is saying something of the family of...| will take it up the
as$]. 300 minimum, minimum.

1. Days like this are hard when you look at the basis that is narrowing...
B. No, there is no way, look at a class, we take 300 min of new PnL
1. You did this today?

B. No, these are not real new trades, just exercise of options, there’s a freakout, no one is able
to explain what happened.

J. Did you speak to [...]
B. Yes, yes. He says nothing, | find that ridiculous. I'll send you the thing | sent.
1. You sent something to propose doing that?

B. Yes, that's what | sent when you said it was at 300. | can’t keep this going, we do a one-off
at the end of the month to remain calm. | think what he’s expecting is a remarking at the end
of the month, you can’t do it unless it's monthend. It’s clear that I'm the [ ]. He can’t imagine
a bank, a dealer, a hedge fund [unintelligible]. | don’t know where he wants to stop, but it’s
getting idiotic. OK, go ahead with the commentary.

1. Yes, | agree. | think what he's expecting is some hope on the rolls.

B. No, but it's exactly that that he doesn’t understand, he doesn’t understand, there is no roll,
there isn't, you see, that's all. And Monday we’ll start with a $100 gap and end the week with
a $300 gap. The market has done nothing, it’s rallied.

1. And instead there has been movement on the [CLM] that could have justified some things.
B. No, | looked at that, it's not that clear. It's off by 50.

J. Where do you see the 507

B. 30, 32.

J. That's before the marking.

~ B. Yesterday it was at 30 mid, today it's at 30 and a half mid, on the same quoter. Today it's
almost normal. Once we get the feedback we need to ask what was the RWA now with your
way of looking at the book at the beginning of the year, beginning of 2011 because in my
opinion there is a huge mistake. The more | think about it, the more emotional | am, looking at

Draft Transcript - Subject to Review and Correction
Likely Contains Errors
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March 16, 2012

the book in 2010, there was no reason to do work on the RWA at the time. When | see the DRE
on the PnL, we had DRE on the PnL, there were aggressive movements on the book of the
same type, but it was 3 times, maybe 4 times smaller. There’s no use, it's riditulous, it's
ridiculous. | tried to call him but he didn’t answer, | don’t want to ruin his long weekend. Did
you tell him that the difference was so high or not?

J. No, because it was before | did the estimates.
[unintelligible — difficult to understand]

B...Yes, but a marginal difference means we should have recouped ...now it's worse than
before, | don’t want to overstate it but it's worse than before, there’s nothing that can be
done. This is the first time I've ever seen this, there’s nothing that can be done, absolutely
nothing that can be done, there’s no hope. There is no solution, the book continues to grow,
more and more monstruous. Can you send me the prices of where you are? Send me the
positions in advance so | can make my comments because | don’t want to ruin my weekend on
that. At this point we need to be lucid with the solutions. Someone is calling me...it’s [ralia],
clao.

Draft Transcript - Subject to Review and Correction
Likely Contains Errors
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03/16/2012 12:19:32 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ok

03/16/2012 12:19:43 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
i have the loss

03/16/2012 12:19:45 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
right?

03/16/2012 12:19:55 LUIS BURAYA, JPMORGAN CHASE BANK, says:
the new trade pnl is f*ck up because the prices are stupid, have a look into new trade tab

03/16/2012 12:20:01 LUIS BURAYA, JPMORGAN CHASE BANK, says:
th call 1300

03/16/2012 12:20:29 LUIS BURAYA, JPMORGAN CHASE BANK, says:
the FV should be 105.11, that it is where it is closed. I don't understand why they are still pricing it at
998.29

03/16/2012 12:21:06 LUIS BURAYA, JPMORGAN CHASE BANK, says:
same with the call 1350 and with the call 1160

03/16/2012 12:21:13 LUIS BURAYA, JPMORGAN CHASE BANK, says:
and 1320

03/16/2012 12:21:21 LUIS BURAYA, JPMORGAN CHASE BANK, says:
the FV should equal the price '

03/16/2012 12:21:26 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
how and when does this clear?

03/16/2012 12:21:29 LUIS BURAYA, JPMORGAN CHASE BANK, says:
the ESDP is 1405.11

03/16/2012 12:21:39 LUIS BURAYA, JPMORGAN CHASE BANK, says:
the reported pnl is correct

03/16/2012 12:21:43 LUIS BURAYA, JPMORGAN CHASE BANK, says:
or should be g

03/16/2012 12:23:26 LUIS BURAYA, JPMORGAN CHASE BANK, says:
do you follow me?

03/16/2012 12:35:25 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
SXSE vol going very bid into the close, very squeezy, outperforming the rest of europe by 30bps across the
curve.

03/16/2012 12:36:46 LUIS BURAYA, JPMORGAN CHASE BANK, has left the room
03/16/2012 12:39:18 LUIS BURAYA, JPMORGAN CHASE BANK, has joined the room
03/16/2012 12:50:55 LUIS BURAYA, JPMORGAN CHASE BANK, has left the room
03/16/2012 12:54:30 LUIS BURAYA, JPMORGAN CHASE BANK, has joined the room
03/16/2012 12:57:46 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:

Bruno : Tactical pnl 1st draft -7.3M USD

03/16/2012 12:58:07 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
block 4 -8.4M divs +1.8M

c ial T Requested JPM-CIO 0005610
by JPMORGAN CHASE & CO.
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03/16/2012 12:59:37 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
block 4 detail : 71 eur +3.5M / 71 USD - 5M / 75 USD -7M / 74 + 76 +0.6M (atlas is +1.3M)

03/16/2012 12:59:49 LUIS BURAYA, JPMORGAN CHASE BANK, says:
Recovering from yesterday _

03/16/2012 13:01:05 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
what do you want us to do Bruno ?

03/16/2012 13:06:48 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ok

03/16/2012 13:06:59 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
is the atals pnl correct?

03/16/2012 13:07:22 LUIS BURAYA, JPMORGAN CHASE BANK, says:
Reported pnl should be correct

03/16/2012 13:07:26 LUIS BURAYA, JPMORGAN CHASE BANK, says:
However )

03/16/2012 13:07:27 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
with the option expiry I cannot guarantee that

03/16/2012 13:07:34 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
so new trade is correct

03/16/2012 13:07:36 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
?

03/16/2012 13:07:43 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
my reported pnl is wrong in the strats where I have expiring options

03/16/2012 13:08:24 LUIS BURAYA, JPMORGAN CHASE BANK, says:
The options are misprice in atlas, I don;t know the situation in Scala.

03/16/2012 13:08:50 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
can you send me the positions eric?

03/16/2012 13:09:08 LUIS BURAYA, JPMORGAN CHASE BANK, says:
If there's pnl coming we will check if it is from those instruments

03/16/2012 13:09:46 LUIS BURAYA, JPMORGAN CHASE BANK, says:
The cash is supposed to correctly reflect the pnl

03/16/2012 13:09:54 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
positions and predict in your mailbox bruno

03/16/2012 13:10:07 LUIS BURAYA, JPMORGAN CHASE BANK, says:
The problem is as usual, the fair value concept

03/16/2012 13:11:45 LUIS BURAYA, JPMORGAN CHASE BANK, says:
Eric, what is the pnl in equities only? In the option rewport

03/16/2012 13:12:26 LUIS BURAYA, JPMORGAN CHASE BANK, says:
In MT

Confidential T Requested JPM-CIO 0005611
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03/16/2012 13:12:27 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
thx eric

03/16/2012 13:12:30 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
let me see

03/16/2012 13:12:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
where is core pnl here?

03/16/2012 13:14:17 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
julien?

03/16/2012 13:16:23 JULIEN GROUT, JPMORGAN CHASE BANK, says:
yes '

03/16/2012 13:16:32 JULIEN GROUT, JPMORGAN CHASE BANK, says:
306

03/16/2012 13:16:45 JULIEN GROUT, JPMORGAN CHASE BANK, says:
hy taking a beating today actually, esp in tranches

03/16/2012 13:16:49 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ok

03/16/2012 13:17:20 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
so the pnl in tactical is doen wiht thos eprices that brings up 306 in core right?

03/16/2012 13:17:34 JULIEN GROUT, JPMORGAN CHASE BANK, says:
correct

03/16/2012 13:17:41 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ok

03/16/2012 13:17:55 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
i think u should set ig9 levels as follows

03/16/2012 13:18:03 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
5yrat72

03/16/2012 13:18:08 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
7yr at 88

03/16/2012 13:18:24 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
10 yr at 110

03/16/2012 13:18:53 JULIEN GROUT, JPMORGAN CHASE BANK, says:
well rite now i am 70.25 86.25 109.75

03/16/2012 13:19: 0[} JULIEN GROUT, JPMORGAN CHASE BANK, says:
ref 88.75

03/16/2012 13:19:17 JULIEN GROUT, JPMORGAN CHASE BANK, says:
i will use your levels

03/16/2012 13:19:27 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
i see ur levels
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03/16/2012 13:19:34 JULIEN GROUT, JPMORGAN CHASE BANK, says:
ah ok

03/16/2012 13:19:37 JULIEN GROUT, JPMORGAN CHASE BANK, says:
one sec

03/16/2012 13:19:53 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
or u do the corrections ur self

03/16/2012 13:20:00 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
i do not mmind

03/16/2012 13:20:04 LUIS BURAYA, JPMORGAN CHASE BANK, says:
Be back in 15mins

03/16/2012 13:34:10 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
sent an Email to javier anouncing this is more 300 now

03/16/2012 13:34:19 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
that was 100 Monday

03/16/2012 13:34:22 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
it is 300 now

03/16/2012 13:34:30 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
1000 for month end?

03/16/2012 13:35:08 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:

ouch

03/16/2012 13:35:23 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
well that is the pace

03/16/2012 13:45:03 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
any update JUlien?

03/16/2012 13:47:57 JULIEN GROUT, JPMORGAN CHASE BANK, says:
still working on this, sorry it's taking time

03/16/2012 13:48:05 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
i am sorry too

03/16/2012 13:48:11 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
this is the end

03/16/2012 13:48:18 JULIEN GROUT, JPMORGAN CHASE BANK, says:
/4

03/16/2012 13:48:18 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:

hey hey

03/16/2012 13:48:24 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:

no talk like that

03/16/2012 13:48:29 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:

cheer up
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03/16/2012 13:48:39 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
yes JP
will not lose a cent on this

03/16/2012 13:48:59 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
we'll see

03/16/2012 13:49:10 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
one day after the other

03/16/2012 13:49:20 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
like in 09

03/16/2012 13:49:42 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
no

03/16/2012 13:52:00 BRUNO IKSIL, JPMORGAN CHASE BANK, says:
ok call me when u have something ready

03/16/2012 13:53:34 JULIEN GROUT, JPMORGAN CHASE BANK, says:
will do

03/16/2012 13:53:40 JULIEN GROUT, JPMORGAN CHASE BANK, says:
sorry it's taking so long again.

03/16/2012 14:04:03 JULIEN GROUT, JPMORGAN CHASE BANK, says:
bruno 9m de new trade?

03/16/2012 14:04:38 JULIEN GROUT JPMORGAN CHASE BANK, says:
currently -4m _

03/16/2012 14:04:42 JULIEN GROUT, JPMORGAN CHASE BANK, says:
core

03/16/2012 14:06:21 ERIC DE SANGUES, JPMORGAN CHASE BANK, says:
tactical now +2.1M

03/16/2012 14:13:21 ERIC DE SANGUES, JPMORGAN CHASE BANK, has left the room
03/16/2012 14:55:50 LUIS BURAYA, JPMORGAN CHASE BANK, has left the room
03/16/2012 14:58:47 LUIS BURAYA, JPMORGAN CHASE BANK, has joined the room
03/16/2012 15:00:36 JULIEN GROUT, JPMORGAN CHASE BANK, has left the room
03/16/2012 15:17:02 JULIEN GROUT, JPMORGAN CHASE BANK, has joined the room
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Mr. Martin-Artajo: JP Morgan.

Ms. Serpico: Yes, may | please speak to Javier?

Mr. Martin-Artajo: Yeah, it's me.

Ms. Serpico: Oh, hi! | don’t recognize your voice. It's Gina. Can you hold for Ina,please?

Mr. Martin-Artajo: Sure.

Ms. Serpico: Thank you. [Speaking to Ina] It's Jav-

Ms. Drew: Hi.

Mr. Martin-Artajo: Hi, Ina.

Ms. Drew: Excuse me. Just so you know, | tried to call Achilles. You might want to let him
know.

Mr. Martin-Artajo: Yeah.

- Ms. Drew: | saw Hogan. | delivered the message on what we can and cannot deliver on limits
this week or next. That we are doing an appropriate review, that there is a
divergence between the single name system that’s [Indecipherable.] the number
and the index system, and he needs to take the pressure off in terms of penciling in
a number quickly.

Mr. Martin-Artajo: Ok.

Ms. Drew: I think he’s fine with that. And what we can pencil in, we will, but we don’t have to
do everything. And then | just wanted to get a really brief update on, you know,
what the P&L might look like. It looked like the curve, the forward curve was
flattening a little.

Mr. Martin-Artajo: Yes. We are'going to be showing a slight positive today. | just want to confirm that

with Bruno. |think we are going to be up like somewhere around $20 million today,
ok? So this is the first, this is a big event for us, because we are starting to get
money back. The guys are a little bit unsure, because we are not trading in the
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market. Maybe, maybe, maybe there’s a little bit more money in the trade. |, |
want them to just show me what they think is for sure, ok? So | think we are going
to be up probably somewhere in the $20 million, ok? Somewhere around that.

That, that’s on the curve?

That’s on the curve. It’s a little bit on the curve. And, you know, if we mark the full,
the full, 1 think, I think, to be honest with you Ina, we don’t know where the market
is trading, so really —

| understand.

Because the bid/offer spread is a little bit wide, it’s getting better every day so we
are within the bid offer spread. Now, that means that probably the real P&L is
probably like $50, but I'm going to show about half of that, ok? | just want to make
sure that we don’t, because |, |, | really want to make sure what we put in the P&L
what we know for sure. And, so we are, but it is very important, because this is the
first day that we are — If you forget about the idiosyncratic thing that happened
yesterday in Rescap, | mean ~ this is a, this is a market that actually is starting to
trade a little bit better for our position. It is slightly better. I'm not saying that this
is going to be a fast process, but it, it is important that we start getting positive
numbers now, right?

The curve that | put on, Manish put on the screen for me with Julien’s help, that it
was starting to, point upwards slightly.

Yeah. Yeabh, it is starting to get a little better. The only thing is | don’t know how

much it's trading and | don’t want to, |, |, | don’t want to show the P&L until these
guys confirm. | mean we are normally quite conservative in that. And, and I, you
know, you know, if, if, if the price gets outside the, the bid-offer spread, then we

mark that, ok? So, so 3 bps as you know is 150 bucks.

Yeah.

So the instruction to you that we have here is probably around $100 million, ok? So
| don’t want them to show $100 million today if they are not sure, ok? So, so just
for you to know that, you know, it’s about, you know, you know, if this is, you know,
we need to have a real, sort of 3bps move to, to, to recognize that. | hope it
happens and, if it happens between now and the end of the day or, or, whenever it
happens, I'll show you. I'll let you know, ok? I'll send you an email when, if, if things
are improving.

Here's my guidance. It's absolutely fine to stay conservative, but it would be
helpful, if appropriate, to get, to start getting a little bit of that mark back.

Exactly, | know.



Ms. Drew:

Mr. Martin-Artajo:
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Ms. Drew:

Mr. Martin-Artajo:

Ms. Drew:

If appropriate, so you know, an extra basis point you can tweak at whatever it is I'm
trying to show, you know, with demonstrable data and if not, then the description
is, you know, we have a conservative mark but the curve is starting to trend
[Indecipherable.] =

Ok, | will write that. | will write that. It's just that | don’t want to do it until I'm sure,
ok? Because |, I, | know that we need this. | know that we need the reversal, and it
does help our case enormously, right? It starts to give us a little bit of credibility
that I've lost by, by explaining this in, in, in such a bad way, really.

Ok. But are you ok?

I'm ok. I'm ok. Thank you very much for - | thought that today’s meeting was very
good, Ina. |, | really felt that, that we had a good meeting, today. | think that —

Get our arms around everything, and we will, you know, go forward, but sometimes
you gotta, like, look back to go forward.

Yeah. Yeah, | mean we've shown a lot of our mistakes today. | think that, | think
that, you know, | think this post mortem is, is actually a, a realistic one. |, 1, 1, you
know, | think that we've, we’ve made quite a lot of mistakes. | think that we
communicated poorly internally. You know, | think we also forgotten how, how,
how difficult it was, you know the positions that we’ve made given everything,
right? Given, given, you know, year end. Given how fast things have happened in
Europe. How, how, you know, |, 1, 1, I'd like to go to New York after, you know, in a
week or two or three to, to, to just, you know, maybe, maybe we can sit down.
Because | feel, you know, we have cathartic things here that maybe heal some of
the things that maybe were not as good in the past. And, and, you know, things like
this, it's like the twin towers falling down and suddenly we get, you know, we
remember, how privileged this thing is and -

Ok, I've got it. I'm just reaching out to mostly tell you about the limits and get the
P&L, and I'm going to L&C and | will look, look out for the email later.

Thank you, Ina. Thank you.
Call if you need me. Bye.

HHH




May 8, 2012

Javier Martin-Artajo and Alistair Webster Conversation

Javier: Hi Alistair

A!istair: Hey how are you?

Javier: I'm good man, tell me

Alistair: | have a very quiek question for.you. Apologies for pestering you on this.
.Ea.vier: Yeah, no no that’s absoiutely fine. Tell me..

Alistair: So | have, we've obviously been through a lot of detail on sort of pricing moves and how we got
~ to where we got to at each position level.

Javier: Yeah.

Alistair: But there’s just one sort of trend that I'm being asked for a sort of sense of how we think it
happened from a trend perspective.

Javier: Right

Alistair: And that is if we.lcrl.'tk at the 18. You remember our famous population of 187
Javier: The 18? Wh.at is the 18?

Alistair: The 18 positions that we reviewed with Doug.

Javier: Yeah.

Alistair: So if | look at those back in January, the front office marks were all either mid or somewhere
close to mid.

Javier: Right.

Aji:ﬁtair: That..

Javier: Interms of conservative and aggressive. That's what you're asking?
Alistair: Well, it’s subtly different, subtly different.

Javier: Okay.
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May 8, 2012 _
Alistair: But they were, none of them were actually at the boundaries of the bid or offer.

Javier: Right.

A: So then when, if we roll forward to March, if the front office marks had migrated, not all of them, to
the aggressive side, most of them, not all of them, to the aggressive side, but they've also migrated from
either mid to somewhere close to being at the, you know, the bounds of the bid or offer.

J: Yeah, but | think that’s because we were trading there. | think that’s because we were trading them,’
quite heavi[i(..

A: Um hmm. In March..?

J: Yeah, in March we were not trading as, | mean, we traded as | mean, to be honest with you, we
traded a lot in March and we traded a lot in January. We didn’t trade as much in February right? |
mean, that that’s kind of how it went for us. We traded a lot in January and we traded a lot in the
middle of...towards the, | think, the peak of the trading was like the 20-23rd of March. That's when we
traded a lot. So we were on one side of the market obviously because that’s what we were doing.

A: But would that be, if you were trading would you, you would be on the conservative side of the
market as opposed to the the aggressive side, right?

J: If you're trading, | don"t understand your question.

A: | think that..

J: 1 mean are you saying that we had a trend at the end of the month to mark a little bit towards more
one side of bid offer as opposed to the trend that we had at the beginning of the year. That's what
you're saying right?

A: Yeah, cause before the beginning of the year you guys...

1: Okay two things. One is that at the end of March we really traded a lot and second, that, | don’t think
the traders have that bias to be honest with you. | don’t think so. | mean, listen, you can have any
interpretation you want, but,...

A: Agreed.

J: I don’t think so. | do not think that they were, let’s not forget that we stopped trading at the 28th of
March, cause Ina just wanted us to stop trading, so maybe the last three days, | mean, if you're asking
about the last three days we traded less. | don’t think they changed the way they mark their books to be
honest with you. 1 don’t think that’s what | would say happened.

A: Um hmm.

Draft Transcript - Subject to Review and Correction
Likely Contains Errors

RS ¢ Ry
by JPMORGAN CHASE & CO.

JPM-CIO 0003632



May 8, 2012 )
J: What | would say happened is that the most surprising thing to me that, and | told you before and |
will tell you again Redacted Attorney Client Privilege

A: Um hmm.

J: The thing that | experienced that was incredibly strange to us, right, is not only that you're telling us
about about mid offer spread, but we were actually finding very surprising is a move between the actual
marks that we mark the book at the end of the month okay... )

A: Um hmm.
J: and what we got from Markit and Totem three days later, okay.
A: Um hmm.

J: Thatis an incredibly surprising thing to me and to the traders. How much that difference was. So
what my conspiracy theory is telling me is that there’s information between when we close our books at
the end of March and where they agreed where the market was three days later.

A: Um hmm.

J: That is very very difficult for me to explain and, to be honest with you, I still dont know, | mean I still
don’t know why that happened. I'm still looking into it and | will never give up until | find out what
happened there. My guess is that they were already, Bloomberg and Wall Street Journal were already
writing their story so so their story was ready then. | think they were ready to publish it. | think they
only needed to confirm a few things and they just delayed it for one week. So | think that information
was already in the dealers and the hedge funds to be honest with you. that is a big move for me, and
when we look at the actual move of that and we look at how the difference of our book marks at the
end of the month, and when | look at the IB marks at the end of the month that they gave us, and | look
at Totem marks, what surprised me ihcredibly was the same amount that the IB would have priced our
book at was actually the price that at which Totem would have marked it. Now, | think that is very very
very interesting to look at that and-compare to the quotes that we had from JPMorgan at the end of of
March.

A: Um hmm.

J: and that is an amazingly, interesting thing for you as an auditor and as an accountant. I'd love you to
help me with that once this is a little bit less critical, because...

A: Okay

J: Ido not know, | _don’t understand how can it be that the quotes we get form our own IB and from the
market that we trade on on the end of the month and during the day of the end of the month, which,
you see the history of that ... '
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May 8, 2012
A: Um hmm.

J: You..then, you see what happened when the Totem numbers were published.

A: Um hmm.

J: This is an amazing thing for me and not only that, what is amazing to me is that the actual IB marks
agree with Totem marks which is even more surprising to me, so this is what | would say is more than
where the traders mark their book which 1would like to, you know, | don’t think they have a bias. 1 still
don’t think they have a bias now. | do think that on April 30th, | think you’re going to see the same thing.
I think, | mean Ashley was saying the same thing as your're telling me.

A: In April it would revert back to the norm in the sense that there’s some mid, some, somewhere
between bid and offer, and that there’s two... '

J: T know you're saying that, but let me tell you what Ashley told me. He s'ays that we are not. He told
me that | should be even more conservative than that, so, there’s lots of opinions on this.

A: Oh no, | have to agree with that...

J: This is an OTC market. We trade in the markets. We have an interprétation_ We are changing it into
what you guys are guiding us that we should do and we're going to do it. | mean | will do what the Firm
wants me to do. |just, you're asking me if | think that the traders had a change in the way they marked
their books. | don’t think so. To be honest with you, we traded less at the end of March, the very last
three days of March, but, we were very alert on what the close would be because it was very material
for us since we had been losing a lot of money that week. And the books experienced a very large
drawdown that week. So obviously these guys were looking at the markets, you know, even more
attention than ever. On Friday as you can see, the market was very volatile and also that explains quite
a lot of things if you look at the spreadsheet | sent you.

A: Um hmm.

J: But | wouldn’t-say that we were aggressive or particularly aggressive in March. | wouldn’t say that. |
. would say that it it was very difficult to mark books even though we didn’t trade as much then and |

don't think that. | don't feel that, | was aggressive to be honest with you. Doug’s asked me that three
times already.

A: Um hmm.
J: You're asking me twice, umm.
A: No no I'm not, I'm not.

J: And Ashley is already asking me. Ashley is asking me the same thing. Look, first of all, | wasn't aware
that this was going to be an issue because | wasn’t, | mean | don’t, | don't, you know, mark books. You
know we have a lot of valuation processes that you know very well.

4
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- May 8, 2012
A: Um hmm.

J: and yod know, we contribute to the marking of the books. As you know, we do the estimates and the

" best estimates that we can. Today we still have issues because today, | was just before this meeting,
trying to explain, you know again, you know, how we did it for last week. So it’s not exactly like we are
yet with a firm way to explain this. Unfortunately, it’s difficult to to get to the right methodology. We
differ from the IB—we trade at different times we have different different markets and, | know that the
firm wants us to have one standard but you know that [ think it’s difficult to agree with that because you
know | was still I'm still doing this in parallel to see what it means for our book, and | think we're going
to get a lot of volatility if we do that so | think it’s better if we actually get some tolerance which is lower
and we try to price everything in ICE or Markit everyday. And then the tranches do what the guys are
doing, which is give the best estimate based on the quote, so at least we align the indexes with ICE and
-or Markit. And I'd like to do that-- more than aligning that to the I1B quotes. | really think that having the
IB quotes is a problem and | don’t want to be, you know, dealing with that. [think that the IB has a '
different business model and they are buyers on certain things and they don't trade quite a lot of the
things that we own, so | think Markit or ICE is the reference we should use, or close to that, and then,
you know, without interprétation of the traders, so no interpretation on that and then we do what we
can on the tranches. | think this would remove some of the bias | think that you are referring to.

A: Um hmm, the possible bias, the possible bias.
J: 1 don’t think there was a bias t6 be honest.

A: Understood.

J: Is that what you wanted from this call?.

A: No, | mean, to be honest with you, | mean you you can interpret it any which way you want to and
I’'m not here to accuse you or anything like that. It was more, just a sort of, someone will ask that, you
knbw, cause obviously we've documented everything you've done and you know we’ve been through
the process, position by position, and well, they say, well they did this on that one and what they did
with this on that one. | was just trying to catch if there was some sort of general trend you know and
essentially what you articulate is look, you know, less trading at the end of the month, you know
potentially the information is already out there so the banks are starting to move against us and there’s
volatiiity in the market. '

- J: That is basically what | am saying.
A: So that was very helpful.
J: Ok, you're welcome.

A: As always,'Javier, I'm not certainly not trying to, you know, be an accuser. |'m just trying to get to a
grip with everything. I'm just a simple guy.
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May 8, 2012
J: Ok.

A: But | do certainly appreciate all the time and effort that you've put into helping me and you know...

J: | have to say the same Alistair. |, you have to understand, that | get probably, I'm getting between
100 and 150 calls a day. | don’t know how many does Jamie Dimon get, but | am sure | get more, but, 'm
the only one here, ok, thank you, man. ’

A: That's why | say I'm grateful...
J: Alrighty.
A: for the time. Thanks a lot.

J: Cheers.
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_From: Grout, Julien G <julien.g.grout@jpmchase.com>
. Sent:  Tue, 10 Apr 2012 19:02:01 GMT
o: CIO ESTIMATED P&L <CIO_CREDIT P&L@]pmchase com>
cC: CIO P&L Team <CIO_P&L_Team@jpmchase.com>
Sub]ecl: CIO Core Credit P&L Predict [10 Apr] -$5,711k (dly) -$626,834k (ytd)

Daily P&L: -$5,710,991

~ YTD  P&L: -$626,833,772
Daily P&L(%) YTD P&L($)
Europe Financials  -15,447,416 -76,109,112

-
™
™
-

Redacted By

Permanent Subcommittee on Investigations

l

Europe High Grade . --72,418,493 - -83,026,416

Redacted By

i Permanent Subcommittee on Investigations

Redacted By

Permanent Subcommittee on Investigations

us Higﬁ Grade ' -318,657,048 -178,547,277

Redacted By

Permanent Subcommittee on Investigations
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New Investments 6,522,635 -529,218,342

i

Redacted by the
Permanent Subcommittee on Investigations

Dead Books (Core) - - ©oa337 . 1,790

, Redacted by the
Permanent Subcommittee on Investigations

o ———— e

Washbook/Costs 8 - 5]
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Permanent Subcommittee on Investigations
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Redacted by the
Permanent Subcommittee on Investigations

Big moves in credit index today. US credit. nag already taken a hit following Friday's poor NFP
report. Today's sell off was amplified by further concerns in the European complex, with Spain
(+21bp at -488bp) and Italy (+28bp at 438bp) leading the way wider. This is pushing financials and
.iTraxx.Main too, and credit is actually compressing in Europe, thus despite the worsening of the
economic situation there. This compression is causing a 7@M loss today. The loss however is
partially compensated by decompression in US credit, with the CDX.HY complex underperfurmlng

Today saw a significant bear steepening in off the run CDX.IG9 and iTraxx.Main S9 index curves:

for instance iTraxx.Main S9 juni8 is underperforming the on'fche run benchmark index by +3bp while
the front end iTraxx.Main S9 Junil3 is outperformihg by -2bp . It is difficult to find a catalyst
for these moves - one would have expected some flattening in those; despite the substantial move -
in spreads (and in credit volatility in general) and some flattening seen in single .name curves,

- the front end of these curves is stlll outperforming. Note that the moves happened in small
volumes - if any, in iTraxx.Main S9.

No trade today.

10-Apr- | 04-Apr- | 03-Apr- | 02-Apr- | 02-Apr- | 30-Mar-
12 | . 12 12 12 12 - 12

‘raxac.Main $17
Juni?
iTraxocMain S9
Jun18. '
5/10 89
5y S9
iTraxoc.Xover S1 7
OTE 5y CDS
PORTEL 5y CDS
BESPL 5y CDS
DXNS 5y CDS
CDX.1G18 Jun17
CDX.IG9 Dec17
1G9 5/10
Sy IG8
RDN 5y CDS
MBI 5y CDS.
FON 5y.CDS
SFI 5y CDS
HY10
HY11
HY 14
HY15,
HY16
HY18

ESCAP 5y CDS

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

. Confidential Treatment Requested ) . JPN-CIO D003572
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" From: 'Grout, Julien G <julien.g.grout@jpmchase.ciom>
Sent:  Tue, 10 Apr 2012 20:30:42 GMT

"o CIO ESTIMATED P&L <CIO_CREDIT_P&l @jpmchase.com>

CC: CIO P&L Team <CIO_P&L_Team@jpmchase.com>

Subject: CIO Core Credit P&L Predict [10 Apr]: -$394,735k (dly) -$1,015,858k (ytd)

Daily P&L: . -%$394,735,120

YTD P&L:  -$1,015,857,902

Daily P&L($) YTD P&L(%)
Eurobe Financials - -15,444,85% -—n_:i,.mo,589'
------ ~=--------Redacted by-the -- ------ Yt

Permanent Subcommittee on Investigations

Europe High Grade -189,451,352  -280,859,275

Redacted by the
Permanent Subcommittee on Investigations |

Redacted By
Permanent Subcommittee on Investigations

US High Grade - -449,375,200 -317,265,429

Redacted by the
Permanent Subcommittee on Investigations !

YUS HY & LCDX g 346,655,097 217,450,048
B ESr—y
Redacted by the l

Confidenti ent Requesteg " 5 i
PerminéntSubeonmittee on Investigations '
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Redacted By

Permanent Subcommittee on Investigations
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US ABX / TABX . =374 ' -26,312

Redacted By

| Permanent Subcommittee on Investigations
= - s Co mCaasa sy

New Investments -62,215 ,'559 -597,948,537

Redacted By

Permanent Subcommittee on Investigations
e e P S | R i e

Dead Books (Core) '-343 1,784

Redacted By

Permanent Subcommittee on Investigations
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- Washbook/Costs ‘ . e e

- Redacted By
Permanent Subcommittee on Investigations
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Redacted By

Permanent Subcommittee on Investigations

Big moves in credit index over the long week end. US credit had already taken a hit following
Friday's poor NFP-report. Today's sell off was amplified by further concerns’ in the European
complex, with Spain (+21bp at- 488bp) and Italy (+2@bp at 438bp) leading the way wider. This is
pushing financials and iTraxx.Main too, and credit is actually compressing in Europe (iTraxx.Xover
outperforming by -9bp), thus despite the worsening of the economic situation there. This
compression, along the directional moves in the index, is causing a 88M loss today. In the US the .
compression is less obvious, although CDX.HY has been outperforming equities.

Today saw a significant bear steepening in off the run CDX.IG9 and iTraxx.Main S9 index curves:
‘for instance iTraxx.Main S9 Juni8 is +15.75bp wider while the on the run:benchmark index S17 is
+12bp and the front end ‘iTraxx.Main S89.3Jun13 is only +7.25bp, thus a steepening +8.5bp; 51m11ar1y
CDX.IG9 Junl7 is marked +12bp wider while the on the run CDX.IG18 is +9bp and ‘the front end’
CDX.IGY9 Decl2 is only +6bp, thus a +6bp steepening. It is difficult to find a catalyst for these
moves - one would have expected some flattening in these curves; despite the substantial move in
spreads (and in. credit volatility in general) and some flattening - seen in single name curves, the
front end of these curves is still outperforming. Note that the moves happened in small volumes -

if any, in iTraxx.Main 59 These moves are caus:l.ng a loss of ‘166M in CDX.IG and 148M in
iTraxx.Main. .

™ trade today.

10-Apr- | 04-Apr- | - 03-Apr- 02-Apr- | 02-Apr- | 30-Mar-
12 12 12| - 12. 12- 12

iTraxx.Main $17
Juni?7
iTradoc.Main S9
Jun18
5/10 S9
Sy 89
iTraxoc.Xover $S17
OTE 5y CDS
PORTEL 5y CDS
BESPL 5y CDS
DXNS 5y CDS
.| CDX.1G18 Juni17
CDX.IG9 Deci17
1G9 5/10
5y 1G9
RDN 5y CDS
MBI 5y CDS
FON 5y CDS
SFI 5y CDS
HY10
HY11
HY 14
1S

HY16
HY18

Confidential Treatment Requested | . A J JPNI-CIO 0003575
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From: Hughes, Jason LDN <Jason.LDN.Hughes@jpmorgan.com>

Sent:  Fri, 20 Apr 2012 19:07:35 GMT

To: Kastl, Edward R <kastl_edward@jpmorgan.com>

Subject: RE: Credit Index and Tranche Book

Exactly. Marked within bid offer except for the positions where you see an adjustment

Instrument

ITRAXX MN S09 10Y 22-100
CDX HY S10 05Y 15-25
CDX HY S11 05Y 15-25
CDX IG S09 10Y 00-03
CDX HY S08 05Y 10-15
CDX IG S09 05Y 00-03

ITRAXX MN S09 07Y 22-100

ITRAXX MN S09 07Y

CDX HY S$10 07Y 10-15

ITRAXX MN S09 10Y 00-03
CDX IG S09 10Y 30-100
CDX HY S11 05Y 10-15
CDX IG S09 07Y 30-100

ITRAXX MN S16 05Y
ITRAXX MN S09 05Y 00-03
CDX LCDX S10 05Y 12-15
CDX HY S11 07Y

CDX LCDX $10 05Y 15-100

CDX HY S08 07Y 15-25

Regards,

Jason Hughes
CIO Europe
020 7777 3301

From: Kastl, Edward R
Sent: 20 April 2012 19:52
To: Hughes, Jason LDN
Cc: Wilmaot, John

Tolerance
5 bps
0.5 price points
0.5 price points
1.5bps
1 price points
1bps
0.75 bps
6bps
1.5 price points
0.75 bps
0.5 bps
2 price points
Obps.75
2bps
0.5 bps
1 price points
0.5 price points
0.5 price points
2 price points

Subject: RE: Credit Index and Tranche Book

When you say “most advantageous” you mean within Bid/Offer tolerances, correct? Only the $17mm at the bottom would be

outside of tolerance and that is where we posted an adjustment.

Generally speaking, what are the tolerances for these 19 positions?

From: Hughes, Jason LDN

c Treatment

by JPMORGAN CHASE & co.
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Sent: Friday, April 20, 2012 2:41 PM

To: Kastl, Edward R

Subject: Credit Index and Tranche Book

Ed, At March month end the CIO FO marked their book at the most advantageous levels based on the positions they held in
specific indices and tranches. CIO VCG price tested the positions initially mid versus mid and that resulted in the following

adjustments

Global

S4 FIN SUB
S6_EU
S12_EU
S14_EU
S6_US

S18 US
S11B_US
S11C_US
S15B

S15C

S15D

S9 US
S27A _US
S27B_EU
S27C_US
S27D_US
Core Credit Total

Tactical 14_EU
Tactical 32_EU
Tactical 70_EU
Tactical 70_USD
Tactical 71_EU
Tactical 71_USD
Tactical 75_USD
Tactical Total

Credit Total

Differences Differences
(Cey) ®)
-18,443,604 -24,560,425
-4,268,031 -5,683,523
0 0
-27,536,181 -36,668,556
3,466,609 3,466,609
-80,183,976 -80,183,976
2,223,732 2,223,732
5,371,007 5,371,007
26,090,038 26,090,038
9,122,647 9,122,647
-37,088,552 -37,088,552
0 0 '
5,178,854 5,178,854
-2,285,717 © -3,043,776
-61,254,250 -61,254,250
5,492,713 5,492,713
-174,114,711 -191,537,457
0 0
-89,449 -119,115
-19,890 -26,487
-7,689 -7,689
-1,067,544 -1,421,595
0 0
0 0
-1,184,572 -1,574,886
175299284  -193,112,343

However, based on our normal practice we then applied market derived thresholds to each of the individual positions. If a
position was within tolerance then no adjustment was required and if a position was outside tolerance an adjustment was

passed to bring it back within tolerance. After applying these tolerances the adjustment became

Global
S4 FIN SUB
S6_EU
S$12_EU
S14_EU
S6_US
S18_US
S11B_US
S11C_US
S15B

Differences
(Ccey)
-2,757,552
-987,157
0
-2,920,748
2218438
0
0
0
0

Confidential Treatment Requested
by JPMORGAN CHASE & CO.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO.

Differences
6]
-3,672,094
-1,314,547
0
-3,889,415
2,218,438
0

0
0
0
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S15C 0 0
S15D 0 0

S9 US 0 0
S27A_US 0 0
S27B_EU -6,028,625 -8,028,018
§27C_US 0 0
S27D_US - 0 0
Core Credit Total -10,475,644 -14,685,636
Tactical 14_EU 0 0
Tactical 32_EU -89,449 -119,115
Tactical 70 EU -505,906 -673,690
Tactical 70_USD -7,689 -7,689
Tactical 71_EU -1,067,544 -1,421,595
Tactical 71_USD 0 0
Tactical 75_USD 0 0
Tactical Total -1,670,588 -2,222,089
Credit Total -12,146,232 -16,907,725

The difference between the 2 numbers highlights the size of the paositions ClO hold and the difference that can result from
marking within a normal market bid/offer spread. '

Liquidity Reserve
Our policy has been to exclude Series 9 of the ITAXX and CDX IG based on the liquidity of these series as they are still very

liquid for the correlation markets. The following table shows the changes we have been able to make to our positions in these
indices and tranches during 2012 (Positions are in local currency) '

- Dec-31 Jan-31 Feb-29 Mar-31

ITRAXX MN S09 05Y 25,376,375,000 19,682,625,000 13,748,375,000 17,304,875,000
ITRAXX MN S09 05Y 00-03 -2,480,000,000 -2,595,000,000 -2,615,000,000 -2,950,000,000
ITRAXX MN S09 05Y 03-06 35,000,000 -5,000,000 -300,000,000 -360,000,000
ITRAXX MN S09 05Y 06-09 -15,000,000 280,000,000 340,000,000 340,000,000
ITRAXX MN S09 05Y 09-12 25,000,000 165,000,000 280,000,000 280,000,000
ITRAXX MN S09 05Y 12-22 -1,075,000,000 -375,000,000 -175,000,000 -125,000,000
ITRAXX MN S09 05Y 22-100 7,300,000,000 11,300,000,000 7,500,000,000 7,100,000,000

ITRAXX MN S09 07Y 3,855,000,000 3,837,000,000 4.353,250,000 5,016,250,000
ITRAXX MN S09 07Y 00-03 -480,000,000 -480,000,000 -490,000,000 -590,000,000
ITRAXX MN S09 07Y 03-06 -10,000,000 -10,000,000 -140,000,000 -160,000,000
ITRAXX MN S09 07Y 06-09 10,000,000 -25,000,000 -25,000,000 -25,000,000
ITRAXX MN S09 07Y 09-12 230,000,000 180,000,000 180,000,000 180,000,000
ITRAXX MN S09 07Y 12-22 -950,000,000 -750,000,000 -450,000,000 -450,000,000
ITRAXX MN S08 07Y 22-100 6,575,000,000 6,675,000,000 9,975,000,000 10,950,000,000

ITRAXX MN S09 10Y 7.892,750,000 10,573,750,000 10,339,750,000 12,957,600,000
ITRAXX MN S09 10Y 00-03 1,425,000,000 1,415,000,000 1,445,000,000 1,270,000,000
ITRAXX MN S09 10Y 03-06 -220,000,000 -100,000,000 -140,000,000 5,000,000
ITRAXX MN S09 10Y 06-09 160,000,000 270,000,000 270,000,000 380,000,000
ITRAXX MN S09 10Y 09-12 -30,000,000 235,000,000 235,000,000 235,000,000
ITRAXX MN S09 10Y 12-22 -1,015,000,000 -495,000,000 180,000,000 155,000,000
ITRAXX MN S08 10Y 22-100 5,100,000,000 7,775,000,000 12,070,000,000 15,810,000,000

CDX IG S08 05Y
CDX IG S09 05Y 00-03

o

by JPMORGAN CHASE & co.

-30,569,500,000

-2,580,000,000

-40,103,500,000

-2,725,000,000

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & co.

49,563,000,000
-2,995,000,000

-32,722,500,000
-3,570,000,000
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CDX IG S09 05Y 03-07
CDX IG S09 05Y 07-10
CDX IG S09 05Y 10-15
CDX IG S09 05Y 15-30
CDX IG S09 05Y 30-100

- CDX IG S09 07Y
CDX IG S09 07Y 00-03
CDX IG S09 07Y 03-07
CDX 1G S09 07Y 07-10
CDX IG S09 07Y 10-15
CDX IG S09 07Y 15-30
CDX IG S09 07Y 30-100

CDX IG S09 10Y
CDX IG S09 10Y 00-03
CDX IG S09 10Y 03-07

~ CDX IG S09 10Y 07-10
CDX IG S09 10Y 10-15
CDX IG S09 10Y 15-30
CDX IG S09 10Y 30-100

These moves only show the changes month on month and do not show the significant volumes we have been able to trade

intr-month.
Regards,

Jason Hughes

CIO Europe
0207777 3301

C

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO.
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-1,090,000,000
-1,435,000,000
-2,905,000,000
-12,215,000,000
-270,000,000
30,253,500,005
-705,000,000
165,000,000
-345,000,000
-925,000,000
-4,940,000,000
10,380,000,000
37,219,500,000
3,300,000,000
-20,000,000
155,000,000
-785,000,000
-1,345,000,000
11,975,000,000

-1,355,000,000
-2,045,000,000
-2,905,000,000
-12,215,000,000
-270,000,000
28,885,000,005
-555,000,000
165,000,000
-345,000,000
-1,195,000,000
-5,340,000,000
10,980,000,000
54,764,500,000
3,290,000,000
60,000,000
345,000,000
-1,730,000,000
-2,075,000,000
16,625,000,000

-1,395,000,000
-2,045,000,000
-2,905,000,000
-12,215,000,000
-270,000,000
33,546,000,005
-370,000,000
-190,000,000
-410,000,000
-1,820,000,000
-6,290,000,000
10,780,000,000
67,790,500,000
3,370,000,000
-120,000,000
265,000,000
-1,900,000,000
-2,750,000,000
15,875,000,000

-1,395,000,000
-2,045,000,000
-2,905,000,000
-12,215,000,000
-270,000,000
33,847,000,005
-405,000,000
-215,000,000
-365,000,000
-1,970,000,000
-6,965,000,000
11,430,000,000
80,343,500,000
2,805,000,000
60,000,000
775,000,000
-1,980,000,000
-3,800,000,000
16,725,000,000

JPM-CIO 0003802
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From: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>

Sent:  Fri, 20 Apr 2012 10:27:58 GMT

‘o: Bates, Paul T <paul.t.bates@jpmchase.com>

Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

thx Paul. We can address that ﬁa rtly because it is possible here that BofA and MS are not in line with other market
participants.

From: Bates, Paul T

Sent: 20 April 2012 11:23

To: Iksil, Bruno M

Cc: Grout, Julien G; Martm -Artajo, Javier X; O'neill, Rory H; Hughes Jason LDN
Subject: RE: URGENT :: Huge Difference for iTraxx & CDX trades

Hi Bruno,

The file we were sent only had the top 15 trade breaks with either BOA or MS in it. They were not
complete trade lists therefore I do not know the complete valuation difference with each of these
€pls. '

Here are the two summary pivots based on the trades we were given:

BOA:

MS:

As you can see the bigger differences are on the Itraxx S9 22% - 100%.
have attached the files with these pivots so you can drill down to look at the unde'r'lying
_i*ades.

Permanent Subcommittee on Investigations
ial Treatment Requested

Ey JPI;HORGAN CHASE & CO. | EXHIBIT #34b
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If you need more details please let me know.
“anks

Paul

----- Original Message-----

From: Iksil, Bruno M

Sent: 20 April 2012 11:00

To: Bates, Paul T

Cc: Grout, Julien G; Martin»Artajo, Javier X

Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

thx Paul. Could you help us "decipher” in plain words what we should look at and come back to you
on the issues raised here?

----- Original Message-----

From: Bétes, Paul T

Sent: 20 April 2012 10:58

To: Grout, Julien G; Iksil, Bruno M

Cc: 0O'neill, Rory H; Coombes, Hema S; Hughés, Jason LDN
Subject: FW: URGENT ::: Huge Difference for iTraxx & (DX trades

Here are the detailed files we were sent from the collateral guys.

---0Original Message-----
From: Hughes, Jason LDN
Sent: 20 April 2612 10:31
To: 0'neill, Rory H
Cc: Enfield, Keith; Bates, Paul T; Coombes, Hema S _
Subject: FW: URGENT ::: Huge Difference for iTraxx & CDX trades

Rory, Can you liase with Julien on this
Regards,

Jason Hughes
CIO Europe
@20 7777 33e1

From: Iksil, Bruno M

Sent: 20 April 2012 10:30

To:  Hughes, Jason LDN

Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

I would like to know the detail of the instruments and the counterparties claiming this. Please
form Julien and Javier about this.

~~~~~ Original Message-----
From: Hughes, Jason LDN

& dential Treat t Requested . . JPM-CIO 0003583
by JPMORGAN CHASE & CO.




Sent: 20 April 2012 10:13
To: Iksil, Bruno M; Grout, Julien G
bject: FW: URGENT ::: Huge Difference for iTraxx & CDX trades

Bruno/Julien, We've had some queries from the collateral group around some of our tranche marks.
Major query seems to be on Itraxx Series 9 1@year 22-18@ tranche. I've had a quick look at some
data and my thoughts are shown in the mail below and just wondered if there was anything else you
wanted to add (or if I got anything wrong) of if you had any further evidence for the prices.

I'm working from home today but happy to speak on phone if required
Regards,

Jason Hughes
CIO Europe
@20 7777 3301

----- Original Message-----

From: Hughes, Jason LDN

Sent: 20 April 2012 ©9:51

" To: 0'neill, Rory H; Bates, Paul T; Green, James E; CIO EMEA MO; CIO P&L Team
Cc: Coombes, Hema S; Enfield, Keith ’
Subject: RE: URGENT ::: Huge Difference for iTraxx & (DX trades

I've quickly looked into ITRAXX Series 9 1@8year 22-100 tranche which seems to form the majority of
2 issues in both files.

AS. of 30th March 2012 for this tranche CIO were marked at 33 versus an independent price of 34.75.
Considering that the bid offer seen in the market is anything between 3.and 6 bps we considered
the position to be marked within tolerance and therefore at fair value. For the same date
Dataquery (JPM data but independent of CIO) shows a level of 35.

For 18th Aprii, the date that these files refer to, CIO is marked at 45.75 Dataquery has a price
of 48. Even using the tolerances we applied at last month end (which are now probably too tight)
we would still fall within tolerance and so from my perspective we still look to be well marked.

It is probably worth confirming with Bruno/Julian but I'm sure with all the sen51t1V1ty around the
book they are going to be very sure of all their marks.

Any questions let me know
Regards,

Jason Hughes
CIO Europe
@20 7777 3301

om: 0 neill, Rory H
—ent: 20 April 2012 09:23
To: 0'neill, Rory H; Hughes, 3Jason LDN; Bates, Paul T; Green, James E; CIO EMEA MO; CIO P&L Team

Cc: Coombes, Hema S; Enfield, Keith

Confidential Treatment Requested ! JPM-CIO 0003584
by JPMORGAN CHASE & CO.



Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

oth files attached)

From: 0'neill, Rory H

Sent: 26 April 2012 09:14

To: Hughes, Jason LDN; Bates, Paul T; Green, James E; CIO EMEA MO; CIO P&L Team
Cc: Coombes, Hema S; Enfield, Keith

Subject: RE: URGENT ::: Huge Difference for iTraxx & (DX trades

----- Original Message-----

From: Hughes, Jason LDN

Sent: 208 April 20612 ©8:59

To: Bates, Paul T; 0'neill, Rory H; Green, James E; CIO EMEA MO; CIO P&L Team
Cc: Coombes, Hema S; Enfield, Keith

Subject: RE: URGENT ::: Huge Difference for iTraxx & (DX trades

Paul, Valuations were OK as of March month end. I can't do an intra-month valuation as we don't
get sufficient market data especially around tranche positions )

Regards,

‘'son Hughes
<0 Europe
028 7777 3361

----- Original Message-----.

From: Bates, Paul T

Sent: 20 April 2012 08:46

To: Hughes, Jason LDN; 0'neill, Rory H; Green, James E; CIO EMEA MO; CIO P&L Team
Cc: Coombes, Hema S; Enfield, Keith

Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

Rory, Can you and James check all the trades are ok and they are getting the correct MTM fed
down. Have_they sent us the full population? Do we know the size of the difference?

Jason, Can you look in detail at these valuation differences and check that you are happy with our
current marks on these instruments.

Thanks

Paul

From: Hughes, Jason LDN
nt: 28 April 2012 @8:27
.J: 0'neill, Rory H; Green, James E; CIO EMEA MO; CIO P&L Team
Cc: Batés, Paul T; Coombes, Hema S
Subject: RE: URGENT ::: Huge Difference for iTraxx & CDX trades

-~ ‘B
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Rory, Assuming you meant end of March and not April. There were differences between the desk and

e independent marks at month end. The desk marked the book at the boundary of the bid/offer
.pread depending on whether the position was long or short. We then applied a tolerance to make
sure the prices were within tolerance and the majority of positions were. We had a small number of
positions where they fell outside these tolerances and hence the adjustment that was passed. With
the- volatility seen around month end and the size of our positions even small price differences
would be expected:

Regards,

Jason Hughes
CIO Europe
0208 7777 3301

From: 0'neill, Rory H

Sent: 20 April 2012 06:22

To: Green, James E; CIO EMEA MO; CIO P&L Team; Hughes, Jason LDN
Cc: Bates, Paul T; Coombes, Hema S

Subject: Re: URGENT ::: Huge Difference for iTraxx & CDX trades

Jason,

Can you confirm the 3@Apr VCG result on these instruments? Do we have any known discrepancies with
the mkt? :

aanks,

Rory

------ Original Message------

From: Vaz, Daniel X

To: Green, James E

To: CIO EMEA MO

To: CIO P&L Team

Cc: IBOD Collateral Project Team

Cc: Miller, Charles R

Cc: Demo, Mark

Cc: Daryanani, Nilam I

Subject: URGENT ::: Huge Difference for iTraxx & CDX trades
Sent: 20 Apr 2012 01:43 '

Hi James, CIO,

Can you please validate the marks for the (DS trades booked with ref entity as iTraxx Europe s9
22%-100% or CDX.NA.IG.8 30%-100%? We are seeing huge differences in these trades when we compare
our marks with CP marks. I took a sample of 15 trades from MSCS & BOA portfolio with greater MTM
differences. Can you please investigate & advice why we would have such huge differences at a
trade level which is impacting our margin calls?

cp

tal portfolio diff
ample trade count
Comments

: Internal Collateral tracking number

Confidential Treatment Req JPM-CIO 0003586
by JPMORGAN CHASE & CO.




MSCS
UsD 36.2 MM
15
© All trades are booked with ref entity as iTraxx Europe s9 22%-100% cart=35195@ BOA USD 46 MM
15
Trades are booked with ref entity as iTraxx Europe s9 22%-100% or
CDX.NA.IG.8 30%-100%
“t=351952

Daniel Vaz | Team Leader | Collateral & Derivatives Confirms | Investment Bank | J.P. Morgan | T:
+912261260408 | daniel.x.vaz@jpmorgan.com | jpmorgan.com | JPMC Internal use only

& jential Tr Req
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From: Braunstein, Douglas <Douglas.Braunstein@jpmorgan.com>
Sent:  Fri, 20 Apr 2012 15:31:33 GMT

To: Hogan, John J. <John.J.Hogan@jpmorgan.com>

Subject: Re: Collateral Disputes

Is this the first time this has happened

From: Hogan, John J.

Sent: Friday, April 20, 2012 11:24 AM
To: Braunstein, Douglas

Subject: Fw: Collateral Disputes

This isn't a good sign on our valuation process on the Tranche book in CIO. I'm going to dig further.

From: Goldman, Irvin J

Sent: Friday, April 20, 2012 11:21 AM
To: Hogan, John J,

Subject: FW: Collateral Disputes

----- Original Message-----

From: Lewis, Phil

Sent: Friday, April 20, 2012 11:20 AM Eastern Standard Time
To: Goldman, Irvin J; Weiland, Peter

Cc: Kastl, Edward R; Bates, Paul T

Subject: RE: Collateral Disputes

Yes we are— we have collateral disputes from a number of counterparties (obviously on positions that aren’t novated to ICE,
so the tranchesand ICE ineligible indices}'. Biggest are with MS and GS. First we heard of these was this morning {(collateral
process is done at a Legal entity level — when differences become big enough they reach out to MO & VCG). MO are checking
all bookings and flows, with the desk and VCG (Jason Hughes/Ed Kastl) are checking marks. We are also trying to get some
granularity by product

I'll forward you a note from the collateral guys.

This table shows differences by cpty and the Gross Absolute PV across all outstanding trades with each cpty

CONFIDENTIAL TREATMENT REQUEST.

J.P. MORGAN CHASE & CO.

Sum of ABS Sum of

CP ({Local) MTM_DIFF %

BBVASA 856,948 -141.471 -17%
BNPP 1,427 575,108 - 17,698,254 1%
BOA 3,135,860,802 72,455,626 2%
BPLC 1,078,123,886 -427,385 0%
CA 28,737,306 2,032,294 7%
CGML 49,019,323 -667,742 1%
CITI 4.,417,744,863 60,630,170 1%
csl 421,675,999 27,289,077 6%
CsX 474,311,803 15,227,896 3%
DBKAG 3,080,139,893 56,005,118 2%
Gsl 4,701,978, 454 89,576,979 2%

Permanent Subcommittee on Investigations

EXHIBIT #35

JPM-CIO-PSI-H 0000108



HSBCEU 100,908,403 121,569
HSBCUS 35,801,766 6,027,808
ML 6,244,692 -156,884
Mscs 4124,528,028 114,910,670
MSIL 222,395,628 1,724,699
NOMURAIP 258,811,944 -2,974,037
RBSPLC 81,168,415 -2,667,779
SGCIB 3,004,157 922 16,658,449
UBSAG 2,576,649,497 46,660,667
Grand Total 29,226,690,681 519,983,977

0%
17%
-3%
3%
1%
-1%
-3%
1%
2%
2%

From: Goldman, Irvin ]

Sent: Friday, April 20, 2012 11:00 AM
To: Lewis, Phil

Subject: FW: Collateral Disputes

Please let me know.

----- Original Message-----
From: Hogan, John J.

Sent: Friday, April 20, 2012 10:22 AM Eastern Standard Time
To: Goldman, Irvin J; Weiland, Peter

Subject: Collateral Disputes

Are you having any in the tranche (or index) positions?

CONFIDENTIAL TREATMENT REQUESTED BY

J.P. MORGAN CHASE & CO.

JPM-CIO-PSI-H 0000109
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This memo summarizes the Firm’s review of the valuation of its CIO EMEA credit portfolio in
light of the current market conditions and dislocation that occurred in April 2012.

1. Background

The ClO EMEA credit portfolio is made up of Investment and Core Credit portfolios*. The
Investment portfolio consists of available-for-sale investment securities, while the Core
Credit Portfolio primarily consists of synthetic credit positions -- credit derivative positions
on various credit indices and tranches of those indices (the index and tranche credit
derivatives portfolio). These synthetic positions were entered into to manage the market
value deterioration in a potential stress scenario associated with investment securities held
in the available-for-sale portfolio; the positions have changed over time depending on the
Firm’s view of credit risk. i

CIO has a substantial presence in the financial markets, and the breadth and depth of its
activity has generally given CIO a good sense of the market, with strong market contacts and
market intelligence. In particular in these credit products, CIO executed a significant volume
in the market and therefore had deep access to market pricing and color.

During January, February and through the first few weeks of March, CIO was buying, to add
to existing positions, the risk of {i.e. selling credit protection) the following indices and
tranches to reduce the short high yield credit risk position in the portfolio:

e CDX Investment Grade North America Series 9, 10 year and 7 year.
e [Traxx Main Series 9, 10 year and 7 year.

In addition, on April 6, the business press began reporting on certain of these positions,
providing other market participants with some level of information regarding the Firm’s
positions and activity.

1 €0 also has a North America credit portfolio, but that portfolio does not include synthetic credit positions and

therefore is not subject to this review.
Permanent Subcommittee on Investigations
EXHIBIT #36
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In April®, market activity and market prices for these credit derivatives changed significantly
and a number of unusual trends were observed, including:

e The difference between cost of protection on investment grade indices and high
yield indices in Europe and North America reduced significantly.

e The difference between cost of protection on short dated risk and long dated risk in
a number of indices increased significantly. For a number of indices the cost of
protection on the index moved inconsistently with the prices of protection on
various tranches of the index. For example, for the iTRaxx Main Series 9 10 year
during April:

o Spread moves for the index itself implied some increase in losses due to
increased correlation within the index.

o Price moves in the super senior tranche implied losses due to very much
larger increases in correlation within the index.

o Price moves in the more junior tranches implied limited increases in
correlation.

These trends began to emerge in late March, but developed and became much more
“significant in April.

These changes have been unusual compared to the historical relationship between
_investment grade and high yield indices, as well as the relationship between index and
tranche exposures. Due to the complexity and the size of the Firm’s positions, the effect of
these changes, in conjunction with other market factors, on the estimated fair value of the
Firm’s positions has been significantly negative during April. As noted throughout this
memo, relatively small variations in price can have a relatively large impact on the estimated
fair value of the entire portfolio, given the size of the Firm’s positions.

Size of Position Data

The following table provides the absolute notional amounts (in USD) of these positions at
various dates.

Table 1: Notional amount of CIO positions

m 63,877,901,370 76,235,846,930 97,848,010,020 118,982,003,490 118,505,911 681
CDXIG (15328 527.83%) {8446 S8 50} 6,220,451,026 54,767,087,520 56,054,146,920
CDXHY 8,123,572,169 4,810,808419 {1.016.824,333) {7. 738857 AH3) (7.557.874.233)
ITRAXX X0 (5.207.601.000)  ¢4,371,339,000) {7.017,111,000) {8.862.,263.500) {8,738 458 500)
ITRAXX FINSUB (2,324 880.600) {2,134,530,000} {2.072,32C,000) (2,112.040.,00C) {2.0BC, 280,060}
CDXLCDX 1,856414,686 1,826,651,611 1,796,888 575 1,796,888,575 1,796,888.575
ITRAXX FINSEN (72,210,000 {140,7CC,00C) 73,150,000 100,706,250
SOVXWE 46,665,000 46,665,000
Total 50,997,179,286 67,783,741,435 94,611,293,688 156,944,227 852 158,129,707,994
2
CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. ) JPM-CIO 0008725
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Table 2: CIO’s share of market volume
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The following table compares the absolute notional amount of CIO’s transactions in selected
indices and to the absolute notional of street-wide transactions, in order to provide a sense
of the relative size of ClO’s activity in the market for the first four months of 2012. This data,
as well as similar data from 2011, demonstrates two key points: 1) prior to late March 2012,
CIO was a substantial participant in these credit markets, and 2) even without CIO’s
involvement (throughout these periods and in April after ClO substantially reduced its
activity), the remaining street volume was substantial.

Jan-12 7993,000,000

6,181,250,000
9,754,250,000
8,325,375,000
5,004,150,000

Feb-12 4,751,750,000
Mar-12 775,000,000
Apr-12 487,500,000
Total $ 7,007,250,000

$ 29,265,025,000

o

Jan-12 ! $.. 4

$  26,758,710,300
15,205,250,000
13,806,250,000
5,570,925,000

11,769,250,000
Feb-12 7,244,900,000
Mar-12 6,601,250,000
Apr-12 338,750,000
Total $  25,954,150,000

$ 61,341,135,300

44%
48%
48%
6%

26,440,500,000
36,359,500,000
26,075,000,000
25,000,000

206,771,511,713
216,991,196,801
199,058,170,509
13,785,754,578

88,900,000,000

$ 636,606,633,601

17%
13%
0%

‘GIO Notiorial

- Stree

7,091,500,000
8,387,000,000
2,017,000,000

256,000,000

48,791,460,000
41,738,540,328
23,310,200,000

'55.036 345,841

$ 169,776,546,169

17%
5%
1%

17,751,500,000

CDXNA.IG.9 10Y

Jan-12 $

$ 83,065,700,000
48,049,133 ,456
72,016,977 ,456
31,722,763,000

28,528,000,000
Feb-12 20,032,000,000
Mar-12 9,819,500,000
Apr-12 677,000,000
Total $ __59,056,500,000

$  234,854,573,912

42%
14%
2%

Note: April data extends to April 26, 2012.
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Given the size of the Firm’s portfolio and the nature of the positions, the portfolio is
sensitive to small changes in credit spreads. At March 31, 2012, the sensitivity to a 1 basis
point move in credit spreads across the investment grade and high yield spectrum was
approximately ($84) million, including ($134) million from long risk positions, offset by $50
million from short risk positions.

1. JPMorgan Chase Fair Value Measurement Policy
General

Fair value is the price to sell an asset or transfer a liability in the principal (or most
advantageous) market for the asset or liability (an exit price). The sale or transfer assumes
an orderly transaction between market participants.

Data Sources and Adjustments

Valuation techniques used to measure the fair value of an asset or liability maximize the use
of observable inputs, that is, inputs that reflect the assumptions market participants would
use in pricing the asset or liability developed based on market data obtained from
independent sources. Valuations consider current market conditions and available market
information and will, therefore, represent a market-based, not firm-specific, measurement.

Where available, quoted market prices are the principal reference point for establishing fair
value. Market quotations may come from a variety of sources, but emphasis is given to
executable quotes and actual market transactions (o\._rer indicative or similar non-binding
price quotes). In certain circumstances valuation adjustments (such as liquidity adjustments)
may be necessary to ensure that financial instruments are recorded at fair value.

Bid — offer spread and position size

As further described in US GAAP Accounting Standards Codification Topic 820 Fair Value
Measurement (“ASC 820"), the objective of a fair value measurement is to arrive at an
appropriate exit price within the bid — offer spread, and ASC 820 notes that mid-market
‘pricing may (but is not required to) be used as a practical expedient.

820-10-35-36C “If an asset or a liability measured at fair value has a bid price and
an ask price (for example, an input from a dealer market), the price within the
bid-ask spread that is most representative of fair value in the circumstances shall
be used to measure fair value regardless of where the input is categorized within
the fair value hierarchy (that is, Level 1, 2, or 3). The use of bid prices for asset
positions and ask prices for liability positions is permitted but is not required.”

820-10-35-36D “This Topic does not preclude the use of mid-market pricing or

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO 0009727
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other pricing conventions that are used by market participants as a practical
expedient for fair value measurements within a bid-ask spread.”

Effective Q1 2012, size-based adjustments are explicitly not allowed for cash instruments
held by a firm. However, US GAAP continues to permit size-based adjustments for
derivatives portfolios if an election is made to do so. Under its current business and risk
management strategy, the Firm has not made such a portfolio election for this CIO portfolio,
and so evaluates the value of its positions without specific consideration of their overall size.

Cut-off and Timing

US GAAP is not prescriptive fegarding market close and timing of valuation. As an
operational matter, the Firm allows desks in different regions to mark their books as of the
close in that region, and requires that these cut-off practices be applied consistently.

i, ClIO Valuation Process
Background

ClO’s valuation process reflects how and to whom CIO would exit positions by typically
seeking price quotes from the dealers with whom CIO would most frequently transact and
with whom CIO would seek to exit positions, rather than looking for more broad based
consensus pricing from a wide variety of dealers not active in these credit markets. In that
regard, ClO’s valuation process is consistent with that of a non-dealer investor/manager.

ClIO necessarily uses judgment to identify the point within the bid-offer spread that best
represents the level at which CIO reasonably believes it could exit its positions, considering
available broker quotes, market liquidity, recent price volatility and other factors.

As noted below, CIO’s evaluation of valuation adjustments has been based on market
liquidity for the positions, rather than on the absolute size of CIO’s positions. In the normal
‘course of business, CIO will continue to review its valuation practices in light of its current
risk management and exit strategies to ensure its valuation practices continue to represent
ClO’s estimate of exit price.

Front Office Mark Process

The main source of information for pricing comes from the Bloomberg messages (pricing
runs distributed by the dealers). Where available the desk collects them for all indices and
tranches.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO 0009728
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Then depending on the product and availability of information the following processes are
followed:

e Forindex products:’

o “Onthe run” indices (i.e. most recent series, 5y point): as these are the
most liquid instruments, the front office typically uses the dealer runs.

o "“Off the run” indices: Front office looks at bid-offer spreads, volumes,
recent price changes and recent transaction data, and the front office mark
is established at an appropriate price within the bid-offer.

e For tranche products: :

o For liquid tranches: front office computes the best-bid/best-ask using the
dealers' runs - the tranche is then marked using the mid of this 'best'
market.

o For illiquid tranches: front office looks at bid-offer spreads, volumes, recent
price changes, relevant index prices, and recent transaction data, and the
front office mark is established at an appropriate price within the bid-offer.

Timing of Valuation

ClO’s valuation policy, consistent with the Firm’s policy, is to value its positions as of the
close of business in the relevant region. Although the broker quotes CIO receives are
generally consistent with that timing, other data sources may provide data using different
timing, as follows:

Source Timing

Broker quotes As received

Markit/Totem — NA indices and tranches New York close

Markit/Totem — EMEA indices and tranches London close

ICE —NA indices 30 minutes before New York close
ICE — EMEA indices 30 minutes before London close

VCG Independent Process

VCG independently price tests the front office marks at each month end and determines
necessary adjustments to arrive at fair value for the purposes of the US GAAP books and
records. The remainder of this section describes this process.

A. Pricing data sources
ClIO VCG obtains prices from third parties as follows:
e Markit/Totem® - an independent service that provides prices for a wide range of
products derived from the inputs provided by a number of financial institutions.

2Markit and Totem are within the same group. Markit provides data the credit derivative indices, while Totem
provides data for the tranche risk of those indices.

CONFIDENTIAL TREATMENT REQUESTED BY J.P. MORGAN CHASE & CO. JPM-CIO 0009729
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e Dealer Quotes — Prices from major broker dealers for specific indices and tranches
of those indices.

e VCG must approve the sources for all market prices and other parameters as being
reliable and applicable.

ClO VCG also looks to actual prices at which CIO has executed recent transactions as an
additional source of market information.

The following is a list of the dealers CIO VCG obtains quotes from on a regular basis for
indices and tranches in which they have a reasonable level of activity:

o Citi * Goldman Sachs * Morgan Stanley
e Deutsche Bank e JPMorgan (IB) * BNP Paribas
e Credit Suisse e Royal Bank of Scotland ¢ Nomura

e HSBC s Barclays e BofA/Merrill Lynch

These dealer quotations are received from a standing solicitation for price estimates for
index and tranche positions. The number of dealer quotes received in any particular
month generally ranges from 1-4, and is based primarily on which dealers choose to
provide quotes that period.

B. Deriving the best estimate of mid-market price (VCG mid-market price) for price testing
purposes

Indices:

e For the more liquid indices, typically the on the run indices, VCG utilizes Markit as its
primary source for the CIO VCG mid-market price. VCG will also look to broker
quotes, but generally finds there to be limited differences to Markit data.

e For the less liquid indices, CIO VCG again uses Markit data as the primary source of
independent data. However, given the reduced liquidity of these indices dealer
quotes sourced by the front office are also used. Differences between the Markit
data and the broker quotes are investigated, for example by reviewing actual levels
of tradihg activity. The CIO VCG mid-market price is determined using the
combination of the Markit data, broker quotes and actual trades executed by CIO.

Tranches:

» (IO VCG uses broker quotes as the primary source of data for determining the CIO
VCG mid market prices for the tranches positions. CIO VCG also obtains consensus
prices from Totem from the Investment Bank® (JPM IB). However, CIO VCG uses the

3 The Investment Bank obtains these as it contributes as a dealer to the Totem consensus prices.
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broker quotes, with less reliance on TOTEM data, due to the Firm’s experience that
the tranches tend to be less liquid than the indices and for any given position, only
2-3 dealers tend to be active in that tranche. Therefore, CIO VCG believes that the
broker quote process is appropriately focused on the more active dealers for those
tranches. This emphasis on broker quotes also reflects CIO’s likely exit strategy,
which is more likely to be with specific dealers active in these tranches. Where there
are significant differences between broker quotes and TOTEM, CIO VCG will
investigate the reasons for such differences, for example, by looking at the levels at
which CIO has actually executed transactions, to validate the integrity of the broker
quotes received.

C. Estimating the range of fair value utilizing price testing thresholds

e Price testing thresholds are commonly used in valuatioh to account for reasonable
degrees of variance between valuation data obtained from different sources.

e These thresholds are generally established to represent normal bid-offer spreads for
each product, with the goal of ensuring that the final mark used by the Firm is
within the range of bid-offer spread after applying these thresholds.

e Price testing thresholds may be determined on a variety of bases (e.g., volatility of
parameter, market depth and liquidity and pricing service spreads).

e CIO VCG isresponsible for establishing the price testing thresholds used.

The tolerance thresholds were consistent from 12/31/11 to 3/31/12.

D. Determining a book price
e The CIO VCG mid-market price plus/minus the price testing threshold set by CIO
" VCG per instrument (the VCG valuation range) is compared to the front office mark.

If the front office mark is outside the VCG valuation range, the position mark is
adjusted to the outer boundary of the range. Within the VCG valuation range front
office marks may be used without adjustment. '

e [rrespective of threshold levels, any difference between front office mark and the
mid-market price may be adjusted, at CIO VCG’s discretion.

e ClO VCG has not historically adjusted front office marks directly to Markit/Totem
spreads/prices for the less liquid indices and tranches because:

o Given its level of activity in the market, CIO has large amounts of specific
transaction data that should be considered in determining fair value.

o CIO has observed that broker quotes are indicative prices that are relevant
to the valuation process, in addition to the consensus prices provided by
‘Markit/Totem. :

= Based on CIO experience, CIO believes that the broker quotes
received better reflect executable prices, and therefore represent
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= ClO’s experience is that not all dealers participating in the Totem
process are active in the relevant products and that obtaining direct
dealer quotes from the more active dealers for a particular product

may better reflect executable prices.

o Markit/Totem prices are based on quotes by market makers acting in that

capacity. CIO, like other non-dealer investors/managers, is not a market-

maker and it does not contribute to the Markit/Totem service. Furthermore,
in the case of Totem the resulting data is accessible only to market makers

who contribute to that service.

o ClO has observed that the business valuation cut-off time may differ from
the data provided by Markit/Totem. The combination of ihtra-day price
moves on the last day of the month and the difference between the time
when Markit/Totem fixes and the time when CIO closes its books can result
in pricing differences that while small from a price perspective, could be

significant for such a large portfolio.

e As additional analysis, ClO estimated that as of March 31, 2012, the sum total of the
differences between the front office marks and the CIO VCG mid market estimates
was $512 million before adjustment to the boundary of the VCG valuation range

(considering price testing thresholds) and $495 million after adjustment.

E. Apply necessary valuation adjustments

e ClO applies valuation adjustments as appropriate for positions deemed to be less
liquid. Generally, any on the run index (typically, the four most recent series) and
associated tranches have been viewed to be liquid based on market activity, and
appropriate front office and CIO VCG judgment. In addition, other indices and
tranches continued to have sufficient market activity to be deemed liquid as of
March 31, 2012 (for example, ITRAXX Main Series 9 indices and the CDX IG Series 9

indices).

e Asof March 31, ClIO recorded liquidity valuation adjustments of $188 million for the

following:

o High yield - series 11 and prior indices and tranches.
o Investment grade - series 12 and prior, excluding series 9 index.

= " ClO believes that the investment grade Series 9 index has generally
traded similar to on the run positions because it is viewed as a

market benchmark by investors.

e The liquidity adjustments for the series 9 tranches (both high yield and investment
grade) were recorded as of March 31, 2012 to reflect the decline in market liquidity
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by the end of the first quarter. The incremental liquidity reserve of $155 million for
series 9 investment grade tranches was applied for the first time at March 31 as a
result of this decline in market activity.

e The liquidity reserve was calculated using CIO’s standard liquidity reserve
methodology and using spread volatility provided by JPM IB. This volatility varies by
position in the capital structure, and is highest for equity tranches and lowest for
super senior tranches: = [CS01] x square root [holding period] x [spread volatility

o (CSO01 is the credit spread sensitivity to a 1 bps change in market spreads
relative to position size

o Holding period — JPM IB suggested max 120 days was used
Spread volatility — provided by JPM [B; varies by position in the capital
structure, and is highest for equity tranches and lowest for super senior
tranches.

e Asof March 31 a liquidity valuation adjustment was not recorded for the CDX North
America Investment Grade and Itraxx Main Series 9 indices as each was viewed to
be liquid. As noted in Table 2 above, trading volume in the Series 9 index continued
to be relatively robust, including through April, without CIO activity in the market,
and the volume of market activity excluding CIO has been substantial.

e Details of all adjustments taken to arrive at the fair value for US GAAP books and
records are included in Appendix A.

F. Comparison to Industry Practice
The Firm believes that its valuation practices in CIO are consistent with industry
practices for other non-dealer investors/managers. CIO, like other non-dealer
investors/managers, relies more heavily on transaction-level data available through its
own market activity, and its valuation process reflects its exit market and the
participants in that market. In the normal course, the Firm evaluates its own business
and risk management practices, and makes appropriate refinements to reflect its best
estimates of fair value.

G. Review of CIO Q1 pricing information

e ClO analyzed its pricing data as compared to other available market sources and the
results are included in Appendix B.

e As of the January, February and March month ends CIO compared its front office
marks and final US GAAP book price for reasonableness to a combination of the
Markit/Totem data, broker quotes and actual transaction data around the month
end date.

e There was evidence that actual transactions and broker quotes diverged from
Markit/Totem prices in some cases,

e ClO book marks on individual positions were generally within the bid offer spread.
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® As additional analysis, ClO estimated the aggregate difference in the front office
marks and the CIO VCG mid-market estimates. This difference ($512 million), less
the price testing threshold adjustment of $17mm and less the liquidity reserve of
$188mm, was approximately $307 million as of March 31, 2012, compared to the
gross value of derivative receivables and payables of approximately $8 billion.

. Conclusions

e CIO believes that its marks as of March 31, 2012 represents CIO’s estimate of its exit
price as of that date.

» Inthe context of its gross marks (approximately $8 billion of derivative receivables and
$8 billion of derivative payables across CIO’s portfolio), intra-day price volatility, and
CIO’s transaction data, CIO believes that it has made reasonable judgments regarding
the prices within in the bid-offer spread that best represent CIO’s exit price.

¢ The ClO valuation process is documented and consistently followed period to period.

e Market-based information and actual traded prices serve as the basis for the
determination of fair value.

e ClO’s book value, including the valuation adjustments, at March 31 2012 for the index

and tranche credit derivatives portfolio is within the range of reasonable fair values for
such instruments.

We have shared this memo with PricewaterhouseCoopers; they concur with the conclusions
reached herein.
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Appendix A - March 31, 2012 Position Marks

The following table provides the notional amount and fair values of the Firm’s positions as of March 31,
2012, including the following: $17 mm tolerance level adjustments, $33 mm liquidity adjustment, and
$155 incremental liquidity adjustment.

(Note: subsequent CIO analysis noted that the required tolerance adjustment should have been $12 million, but the following
schedule provides detail of the original $17 million estimate.)
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Appendix B - CIO Price Testing Data

The following tables set out valuation estimates of various sources, as well as the final CIO price

- recorded books and records for the most significant positions within the portfolio. The table also
includes notionals for the positions and whether CIO is long or short the risk of the index/tranche (i.e.
whether it has sold or purchased credit protection respectively).

The following observations were noted:

* For all selected positions the front office marks were within the bid offer spread indicated by the
broker quotes except for the iTraxx Main IDX S09 07Y.

o This was a result of a front office data input error that was identified and adjusted by VCG to
the outer boundary, in accordance with the VCG price testing protocol. (The value
difference between the original front office mark and the intended mark was approximately
$20 million, and the difference between the CIO book value and the intended mark was less
than $15 million).

e ClO VCG spreads/prices correspond to Markit/Totem data for the liquid indices and reflect the
broker mids for illiquid indices and tranches.

e There are a number of instances where the broker-mid spreads/prices diverge from the
Markit/Totem data.

e There are a number of instances where the CIO transaction data in appendix C show that actual
traded spreads/prices diverge from Markit/Totem data in similar time periods. For example: iTraxx
Main IDX Series 16 5 year at February month end, and CDX High Yield Series 10 7 year 10-15%
tranche at January. month-end.

e Average traded prices in the few days surrounding month-end are directionally consistent with the
point in the bid offer spread in which the positions have been marked by CIO, as shown by Appendix
C. In general, the front office marks, subject to liquidity adjustments, used for CIO books and records
reflect information derived from numerous data sources available to CIO front office, rather than
relying solely on any one single factor. For example:

o Recent transaction data (same-day and recent day actual trades) may in some cases be
viewed to provide more relevant and reliable information regarding current exit prices (see
additional observations below).

o Insome cases, differences between CIO book values and other market information such as
Totem/Markit are created because of timing differences between the close of ClO’s books
and the close of the Totem/Markit data (see additional observations below).

e Incertain cases, CIO executed trades on the last day of the month at a price that is different than
Totem (and in several cases, was between the Totem value and the CIO book price). See table
below for information as of March 31, 2012 (including average traded prices on March 30, 2012):
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CDXNAHY 15-25% S10 05Y 92607 93326 93125
CDXNAHY 15-25% S11 05Y 83108 83685  83.375
CDXNAHY IDXS$11 07Y 101250  101.866  101.750
CDXNAIG 0-3% S09 10Y 63219 62869 63250
iTraxcMain 0-3% S09 10Y 66202 65993  66.313
iTraxocMain IDX S09 07Y 129.000 122657  129.000 *
Trax«Main IDX S09 10Y 149000 144250  149.000 *

* executed tranche reference trades, not stand-alene traded prices

+ Thedifference between the various data points (FO, Broker prices, and Totem) are relatively
insignificant on a price basis, when evaluated in context of:

o Daily price volatility - the following table shows that for most of the tested positions, the
price difference between the Totem price and the CIO book price is less than the average
daily price change during recent months.

10 _ , i
2.00 285 2.00 1.98 2.06

CDXIG Main Series 9 (7Yr)

CDX.IG Main Series 9 (10Yr) 2.25 2.87 1.73 2.00 2.26
CDXHY 100 Series 11 (7Yr) 062 035 0.31 0.29 0.29
CDXHY 100 Series 14 (5Yr) 0.25 030 0.30 0.28 0.28
CDXHY 100 Series 15 (5Yr) 025 0.30 033 0.32 033
iTraxxMain IDX S16 5Y 188 374 3.22 3.08 4.05
iTraxxMain IDX S09 07Y 6.34 442 3.29 3.22 4.31
iTraxecMain IDX S09 10Y 475 424 3.7 354 424

o Intraday price volatility — the following table shows three representative series and the
maximum, minimum and mean prices during the day on March 31, 2012.

“CDXIG Series 18 5Y 93.000 90750  91.910 049

2250
CDXHY Series 18 5Y 97.188 96750  96.950 0438 0.5%
iTraxcMain Series 17 5Y 127625 122750 125115 4875 3.9%

o Potential timing differences — CIO EMEA closes its books at the close of business in London,
while some of the comparative market data is as of the close of business in New York. This
timing difference may result in differences in reported prices.

®=  For example, the market price on March 31, 2012 at 4 pm London time for the CDX
IG Series 18 5 year was 92.88, and the market price at 9 pm (NY close) was 91.25, a
1.75% difference from the London close.
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2 COXNAHY10-15% 510 07Y 2765 10625  BA2% 9625 Prica  higher prica
3 COXNAHY15-25% 51008Y 95710 B.000 95625 95875 9625 ©5.708 Price  highar phce
4 COXMNAHY 15-25% 811 05Y B5.350 85.500 84750 85.500 B6.250 85378 Prica  higher price
5 COXNAHY35-100%S1005 105572 105688 105375 105563 105750 105542 Price  highr pric
] COXNAHYIDXS1107Y 101.506 101.500 101063 101.313 101,563 101 506 Prica  higher price
7 COXNAHYIDXS1405Y 102038 102125 101500 101500 101688 101875 102088 Prica  lowerprice
8 COXNAHYIDXS150SY 101060 101093 400625 100563  100TS0 100838 101060 Price  lower price
@ COXNAIG 0-3% S09 05Y 14 846 14 813 14625 14813 15.000 14 733 Upfrom!  highar price
10 COXNAIG 0-3% 508 10Y 62842 ELETS  G2375 62625  G2ET5 62797 Ugkont  lower prca
11 COXNAIG IDXS08 07Y 91958 1750  @1000  S0500 2000  €3.500 01858 Sprasd lowar spread
12 COMNAIG 10X 508 10Y 118.839 118250 118.000 118.750 119.500 120.250 118 839 Sprmad lower dpread
13 Iraocain 0-3% 509 10V 67302 67575 67325 67315 67625 67406 Upfront  lowar piice
1“4 TraceMain 22-100% S08 0TY 19.282 18250 17 500 1a.500 18.500 18.750 Bﬂ-lllm lower spraad
15 TraccMain 22-100% S0810Y 45,083 45000 44000 45000 46000 45375 Spread lower spraad
16 MramccMain 10X 508 0TY 148682 | 146000 143000 45000  147.000  48.682 Spraad lowar sproad
AT [TrmccMain IDXS08 10Y 171893 170000 166000 168000 170000  471.893 Spread lowar spraad
18 TraxMain IDX 516 D5Y 138.539 138400 138,000 137.750 138.500 138.250 138.538 Spread |ower spread

E : Brokeriic .C paomht

1 500 92.000 iowar price
2 CDXNAMY10-15% S1007Y 11337 13.128 10525 11875 13425 13.072 4641 fang Prica  higher price
3 COXMNAHY 15-25% 510 05Y 92607 83375 92875 $3125 93375 83.326 -2083 long Price  highsr price
4 COXNAHY15-25% 511 05Y 83108 83750 82875 83313 83.750 B3.685 08 fong Price  higher price
5 COXNAHY35100% S1005Y 105528 106000 105625 105813 106.000 105953 3870 tang Price  higher prica
6 CDXNAHYIDXS110TY 101.250 102000 101250 101825 102000 101868 4408 long Prica  higher price:
7T COXNAHYIDXS14 05Y 101633 1015688 101438 101438 101688 101813 101438 12447 shon Price  lower price
8 COXNMNAHYIOXS1508Y 100.750 100500 100500 00688 100875 100.500 w815 shor Price  jownr prics
9 COXNAIG0-3% 509 05Y 17T 18378 17750 18.083 18375 18.348 as70 short  Upfont  highar price
10 COXNAIG 0-3% 508 10Y 63.219 62750  B2750 63128 63500 B2.869 2605 long  Upfront  lowsr price
11 COXNAKS DX S09 0TY _90.000 BOBE0  B8.000  BE000 BO.500  91.000 BE000 -33847 tong  Spread lower spread
12 COXNAIG IDXS08 10Y 413000 192380 110750 110750 112250 113750 110,750 90344 long  Spread lowerspread
13 MracuMaln 0-3% S00 107 65202 E5.875 65750  GE250 66525 65003 <881 long  Upfront  lowsr price
14 iTraouMain 22-100% 509 07Y 12.000 12000 13300 14.500 15846 14508 long  Spresd lower spread
15 {TravocMain 22-100% 509 10V 33.000 33.000 34700 3B.750 36.848 -20948 long  Spread lowerspraad
16 iTreoochiain IDX S08 07Y 128,000 119750 123250 127250 131.250 122857 HEBD lang Spread lower spread
17 iTrmccMain IDX S08 107 148,000 150500 144250 144250 WTTE0 151280 144 250 -1T258 lang Spresd lower spread
W8 T DX 516 05Y 123435 123530 121750 1213250 129750 122250 121.750 18814 long  Spread lowsr spread

0,
Price  lowsr price

BE.T50 88500 BO.000

2 cnmeY“(lJ!ﬂ; S0 0TY 17.000 15.160 16.245 17.330 40.750 47.000 tong Prica  higher price
3 . CDXMNAHY15-25% 510 05Y 65375 B4 5ED B5.120 B5.580 e5292 85375 fang Prica  highar prics
4  COXNAHY15-25% 511 05Y 86250 ‘A5 560 BE.230 87000 | 86333 85250 fong Price  higher price
5 COXMNAMHY 35-100% S10 05Y - 106 188 106 000 106145 106.200 107792 106188 fong Price  highar price
& COXNAHYIDXS1107TY 101.485 102.000 101 D63 1015683 102.063 101 485 102000 long Prics  higher prica
7 COXNAHYIDXS14 057 101427 101584 101575 101250 100500 101750 101427 101375 short Frice  lower price
8 COMNAHYIDKS1S 05Y 100,500 100563 100313 100500 100688 100503  100.563 shor Prica  ltrwer price
8 COXNAIG0-3% 509 05Y 24034 24188 23830 24060 24290 24063 24188 sho  Upfront  highar prica
10 COXNAIG 0-3% S09 10V 59.871 S9.8TS 59625 69853 60080  59BE4  5OETVS long  Upfront lower price
11 CDXNAIG DX S08 OTY 94756  §5810 2000 89813 91813 93813 93TSE 92000 long  Spread lower spraad
12 CDXNAIG I0X S09 10Y 114967 115750 112500 111053 113313 115563 113987 112500 long  Spread lowersproad
13 iTracccMain 0-3% 309 10Y 65818 56.126 B5BTS 66.138 BEADD 65868 66,125 long Upfront  lower price
14 iTraxxMain 22-100% 508 07Y - : 15.500 16250 16.125 47.000 15750 45500 2475 lang Spread lower spresd
16 {TraxaMain 22-100% 506 10Y - 34500 34400 35116 35830 4838 34500 12070 fong  Spread lower spread
18 [TraocMain IOX S0807Y 135475 131750 130750 132750 134750 135476 131750 4353 long  Spread lawer spread
17 Firaouhain I0X 509 107 150033 150750 146750 144250 146250 148250 150033 146750 10340 long  Spread lower spomad
18 (Traxchiain DX 516 05Y 12B.870 128.840 126.250 126000 128250 128500 128876 128250 A0 long Spmad lower s pread

1 COXNAHY10-15% S06 08V~ 70.716 70000 68625 70813 71000 10000 70000 1740 shwon Frica  Towar price
z COXMNAHY 10-15% S1007Y 10811 20.750 18700 20538 21376 20542 20,780 4031 lang Prics iigl\'_lpﬁm
3 CDXNAHY15-25% S1005Y 93,136 63.378 92875 93.313 93750 103792 93378 1668 long Prico  higher price
4 COXNAHY15-25% S1105Y B86.302 86250  B5438 86063  BGHBE  BGO63 86250 -530 long Prica  higher prics
5 COMMNAHY35-100% S10 05y 108.245 106,313 106170 106.315 106460 106.300 106313 -4705 lang Price  higher price
1] COMMAHY IDXS110TY 101326 101.000 100688 101.000 101,313 101325 101000 -3633 lang Prica  higher price
7 COXNAHYIOXS1405Y 100761 100890 100625 100375 100625 1006875 100761 100625 11887 shar Price  lower price
8 CDXNAHYIDXS1505Y 100.030 100425 95538 100.125 100313 100031 100425 6915 shon Price  lowsr price
9 COXNAIG0-3% 509 05Y 26578 26813 26450 26680 I6H00  PSEET 26513 2725 shan Price  lower price
10 COXNAIG 0-3% S08 10Y 60.901 60.750 60563 60.813 B1.063 60792  GOTS0 3260 Jong Price  higher price
11 CDXMAIG IDX 508 0TY 103614 104880 102000 101500 103500 105500 103674 402000 28885 long  Spread lower spread
12 CDXMAIG IDX 508 10V 120844 121250 118500 118000 120750 122500 120944 119500 54765 leng  Spread lower spread
13 (TroomMsin 0-3% 509 10Y 66673 B6.563 66200 66620 66050 66626 E6.563 4415 tong Prica  highar price
14 [TraccMain 22-100% S08 07TV - 18.750 1B.160 18445 20,830 19.500 19.750 LETS tong Spread lower spraad
15 TraxcMain 22-100% S08 10V . 40000 30400 40600 41800 40500 40000 J775 long  Spresd lowerspread
16 TraxcMain DX S08 07Y 150,764 148500 146750 146750 150750 150764 148500 3837 long  Spread lowerspread
17 iTrasMain DXS08 10V 160840 162000 158000 156500 158.500 160.500 158250  158.000 10574 long  Spmad lower spread
18T DX S16 05V 143700 143690 143000 142500 145000 143500 143703 143.000 1387 iong  Spmad lowerspread

Data sourced rom CIO; validated by CIO VCG - New York and London
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Appendix C - CIO Transaction Data

The following tables set out the following:

e ‘SIZE (week ending)’ - The average traded volume for the relevant week.
e ‘AVG PRICE (week ending)’ — The average price at which ClO executed its transactions during the
relevant week.

For relevant observations, please refer to appendix B.
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15 (TraxchMain 22-100% S08 107 - 5888 58.00 . - 3648 4050 are arss 3525 3413 “3A8 3263 -
16 (TroechMain 10X 508 07Y * 188.50 17083 163494 s, 136,18 14531 Y3880 13713 o - 11300 12500 130,66
17 iTrasecMain 10X 509 10 184,37 185.71 18142 16827 158.79 150.28 15784 15407 149 69 15257 14718 13630 144 88 15006
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e e

A: Market Risk Limits Overview

Multievel it framework ik it -

LOB level (eg IB, = Limils aligned with management risk
CIO, RFS) appetite

m Limits are mviewed on an ongoing basis

® VaR and stress
loss, stop loss or = Non limits are b spacifi
P&L drawdown

LOB level

Business level Limit excession resolution
process

= Daily monitoring of pesition vs. limit

™ Daily excess and loss reporting to head
of relevant business level, depending on
EXCRSS

® Business in excession must
® Reduce risk within limit, or
® Agree to follow-up action plan, or
u One-oft approvals may be granted to

date large client I
or market condilions

Business level {eg
Equity Markets)

® VaR; stress loss;
non-statistical

ARFENDIX
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AT s

A: Market Risk Limits Control Structure

JPMC Level : JPMC CEO and CRO

Firmwide limits granted by JPMC CEO and JPMC CRO

Limit Approval

LOB CEOs

LOB Level Small set of macro Level 1 Limits granted by JPMC CEO and JPMC CRO
Level 2 Limits granted by LOB Heads, LOB CRD and LOB Market Risk Head

Limit Approval Market Risk

y_ Reporting
remain
SLI'_:V"-:I’B Sub-LOB Head Sub-LOB Head Sub-LOB Head Sub-LOB Head responsible for

reporting

excessions of

both limits and
thresholds

and facilitating
approvals

Small set of macro Level 1 Limits granted by LOB Heads, LOB CRO and LOB Market Risk Head
Level 2 Limits granted by sub-LOB Heads and Market Risk Exec

Desk Level Desk Head Desk Head

One-off approvals

Level 1 Limits Approval at one level up

Level 2 Limits Approval between Business and Market Risk Executive
Agreement between Business and Market Risk Executive

APPENDIX
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Level 1 limits

Level 2 limits

A: Market Risk Governance of Level 1 and 2 Limits and Thresholds

Thresholds

Levels u Firm, LOB, Sub-LOB

® Limit requestor and corresponding
Market Risk Executives, plus one
level up In organization approve;
approval documented

Initial Limit Approval

= Business Unit mugt take immediate
steps toward reducing its exposure to
be within the limit, unless a One-off
Approval |s granted by all Grantors
and Grantees of limits

Excession actions

Excession notification

m Reporied in Friday Risk pack and
LimitThreshold excession report, and
to all approvers via email

MNumber in place

B Approximately 100

\Friday Risk packand ™ Reported in Friday Riskpack and
LimitThresho!d excession report, and

= LOB, Sub-LOB, Desk

w Limil requestor and comesponding
Market Risk Executives approve;
approval documented

® Business Unit must take Immediate
sleps toward reducing its exposure o
be within the limit, unless a One-off
Appreval is granted by all Grantors
and Grantees of limits

to all approvers via email

= Approximately 270

®m LOB, Sub-LOB, Desk

® Limit requestor and corresponding
Market Risk Executives agree; no

L 9 .

®m Not required to take aclio.rl o b_|1;1g

utilization within Threshold, no
ted one-off approval

required

® Reporied in LimitThreshold
excession report

® Over 4,200

AT ot e

APPENDIX
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o 'To Serj:.ac.’of Girig .- . WA i i v
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) Importance ﬁ;gh ‘ Y
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gftradmg the bogkdawn in RWA -and the. pntgntlal f:aﬂ*y

-
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‘Can we pléase write about this a-quick note ; Fast please ‘

T _,From* Goldman IrwnJ‘ &
ent. O'Jﬁf EWQOIB 05' 08’ ’

‘i éubjéct* FW: Breach cf ﬁrm var-.
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gl ?ﬁnmﬁ Sgldman,irymj B
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" T ;-i‘g:pham Keith; Weiland, Peter -
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- from the-contribution:of one iing or one position to the fatal. Because the
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T wilf see iF T can'do fnore.. Not sare at all about the impace on total Var thogh -

Burays; Luis C; Giouty Julen &
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Bruno,

Total Tactical Var is $8.6min a5 of 29rd. Reduicty”
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i3 ok _A}'so someon,e is pushmg Thfe mdéx §preads WJCIE?” mrci the London ci‘ose, . i
s espec!aﬂy ﬁnam::af spfeads . i . .. .

i ::The cur'.?es tended H:t ﬂarten bur the Senes »QIDHS Cs‘ianys's made Sure. tbe
Lo Fomarrds d:d nof threa wh.‘rfe the. whble markef w; 2 *

157/2/2012.. same jssué,. different face 17h56

I yery mter’es : ng éesS;o%, agam we.record a ioss but ﬂus is fea.r‘!y due rp anﬁther'

! e l_day),and isinithe. XOVEr mé‘ex;
£ ; and, bahe!y sold off ! tﬁe wit

i ‘1612{2012.. I try to mduca RWA—and Var as rnuch as: s T ‘€an’ in a b!eedmg :

' to ﬂavle’rShSG i

e : { am wodg,gg TIOW on Varsb'ess var ;—mﬁ' ;. i€ onrrwa mar:gmaig based on pars 2
; -mode;‘ Tms is.the: ﬁrﬁf set of ﬁumben;j £an use. : ;

- 5 ammakfﬂdpmyfressmfﬁesensethaufanuse rrowPatsvarj{ to figure ogt -
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o w}}aeﬁ%@f'};véfﬂa'{;e-é;&éié?éae;é'-""f S W S A

i As [ nnw l’ ;usf have iv 6uy pmrettfon to: -_f'fduce.fwa," ng‘a}'._b'?g SFZe,sbyta!:mSS '
- Luse -ﬁantﬁes:-tﬁ ;firw?to\?@"-.'_Et‘fé‘f'Wi"iciiiefi:f'sfk-ﬁfdﬁfé' i

from Javier

From? Mad’m—Artajo Jawerx s mme ol  Mdan W T Vo h
Sent:16 Fcbmanrzqzzﬁs&ss o B _' prn @ E r ot R
Ta: iksil, BrunoM - ' '

: Sub;ecr; Rer core r:red;t book Pni. cbmment for’i‘he 25&?} Feb 2012

i Let's rewew an monday Mth Pat: toro then o see Wﬁat gei*s reporfeﬂ' an ihe ey
T ~ar.1*uafs , . S

i E.me J'ksr! Bruna Mo ' ;

i oty Thamd,ay, February 16,29120&55;4!\?
Jio Tog Mart -Artajo, JavierX: . ik
i Sub)ect :RE+core: r:redft boo‘k Pl romm&ntrfnf !:h

B ' 20{2,’2012 I p[an to upda{e tlm ,ISMG meeting abouf the t:ora bouk as "
" PNL: dnﬁ: keeps sinking ) . ) )

To }mdrew Perrymwn 11!127 N : ; b
K _RE' saa Week!]r Top:c‘s. :mu;sday zardfebruary 2012 L
3 _yes g have some ﬂpdate I‘J‘Gm inat 5 presentaﬂbn to He Jsmg

s -but I'need to giathersomef ypdatefs

: .f-'n:urnzr Perrymaa,-éndrawx o _
11 Sent: 20 February2012-11:17 ' TS s s m g e
. Ta -Brown, Anthon M,e Iks:! ano Mr. bemer‘, affd? x, Uzunef} Tp!ga T &
' Pc."ychmnqqou' iS, - H L B o O

Ces Martin-Artajo; ,I'awerX" F(ahmtg;s, Evan "
: Subject, _EM ,Week:‘y TachE* Tﬁmﬁday 323r,d Febmary ;?,‘D,L‘Z

- Please can You Jebing know
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- 21{2/2012 new present’at]nn an I stress upon the pohential that I'see:
- coming and some features of the book to dimension all these events..liké
_the bookis ﬁuge but.the market rnoVe is'not huge w’hiie the hit is very
largﬁ' " ; o ; e e

& to Javier and A dy 21&50

e here is fhe updatexf presentatmn for next ISMG

"7 med to. make 3 newppints from fast pres far }’nﬁ :

= 1 the P&L a’m‘t in febnmry is fpcussed on fomards anad shnw up :r} n‘;e
e Jrrvestment" blotk of the baok

R 2 - L 2-the {uss fbr February is spread across the book by cf ps éf #D-SDm w.'ﬂ‘:‘ Dnly
- shght drifts. owaraf! ina-stablemarket - _ o g S :

- B o h@hhghi;ed {'he ;?eﬁau."fproﬁ!c and fhe ‘car,ry proﬁ.-‘er of {ﬁe Book in a‘etar!

.-

E '_ 22/2120 121 latest vgrsmn ow & highhghﬁ:he pntential paﬂ;followeﬁ"mto
% ,quarter emi ) " .. .

-

: -_ --'-?.7]2[20!.‘2 £ added some summary’ﬁlldes ’chat shnw the equwaflent
: I_.main pﬁslt]rms ﬁflhe bookiin swnplajndma Torm . ) -

7 ﬂavmr, 151124

- Iatest sffdes for cofe: credif
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L 2 5 ‘:_.---"‘-2312,*2012. mpnm xmd - mm-e bleedll‘lgu',[ campleted the posutmn by
S oem L _,.‘-acj_;fuj! apprux 67 Blrl ig!? TIOYr whergi thbﬂght he ph was.nst‘ll fhmk;so

i -](eith negds'tu ax;:lam what h&pp&ng wfﬁ:he Jal‘QET”PNl: IOS‘sm 13}[58.. tb
- Davier *l:no

- bulfet pomts on core qredffbook

- whatthe Coré creditbook 67 1 .~ ©

_ I»fdv GPTIGN w:rh pasrtme conv. _&Xftjf, pos:we camy aniargﬁ and ijd §pﬁeaa‘
S 5 i’s"qdenmg AND upside-on defauit wayes( similarto 2008-2009) )

Z-the WEW ig aaiways based on Macm ana,-'ysfs { not: rargetrrpy any spec:f' ic name )
i '- : currently;-we havea n'ecompressmn trade on to pre—emﬁb e: _,_eran equity 55?{-
" . off or g further-rally-in fopaﬁe Ve g 2o L, Nmw

-3- the FQREGAST i

:[4!114 To Andre}ﬁ[ Pﬁfrvman.-. we have tu ]:tro\nda some update uh the s : ‘
ST e B S T S . ‘ '

e e -_.-"'FW Synthet:c €redrt5hde {féxttfraft T

. S’en .'-28 Februa.ty 2012 13;42
- ToxStephan;.Ke
" CeF Iksil, Bruno_‘M

.-Subjﬁﬁtx RE: smepmmm fiext draﬂ;) 2

; Ve,rjy s:mu‘ar o What! Just: tofd ano to $hare w,fth you Lets-get Aﬁdy
IPEH‘}’MGR/BIUDQ toputona s.?!de afid lets then review . :

" Fromy Stephan, Keith
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Sent: 25 Febrda’!‘j/ zuiz 13 40 T e
T Ma?ﬂnv%a)ﬂ; o i leme e o .

' -29/2;2&12 Mtjnthend shenamgans.u i a i L

S Ja\nar,. :mglmght the tracses ihad to dp to BeéP Ihe PNL. h:t yndgr
i __:"gghtrtnl 22!!28 e o T .

Fi j have sofd :mppdanf amaunts uf prptegtron in ;59 10yr ({.’Insa to 7bfn aﬂ ‘day’ Br. i, B
L 3.5m cs01) and this will push the €501 beyond the 25m limit. Thisis' related to- - - )
-+ 7 snonifiy:end price. Mpyes: fbét were &l adverse affﬁo;fg’h we ;'o’ufa f'mﬂf the . ..

& "damage ) _ W , -

L reckon the c'sﬂi w.f.-'! ;ump ro 28m { i Eougﬁ pmtec{‘fon for- apprax SDD!{ in. hy
-and. xover) from.25m this mommg Iwent bQCk mst‘de the 25m imit rhls mofn

113/2012.. the: dav after the mt

(0 The Rusk guys are: Emare of lt e to Keuth Stefan ShM

s Ongmal Mes‘sa‘ge e
From: Iksil, Bruno M. R
Sent: Wednesday, February 29, 2012 10:27 PM

- To: Martin-Artajo, Javier X ; :

' Smbjec}f1 Core cred.'t baﬁk upé:?aae . .

C -I ‘r‘rave so]d rmponfant amor.mts nf protect:on jn: rgg loyr (’ C)'oseta ?’b!n aﬂ da I 2 m‘ s

'3:5m'¢s01) and thiswill push the.csD1 beyond the 25m limit, Thisisrelatedto = . .7 -
- month end price moves';that were:all acfvemg altﬁuugh we;oqfd ﬁmitthed - i g

' 'Etﬁig.-ﬁ:afd'iijg‘fﬁ'ibiﬁs i

“do not have: yetthe 5 _é;ismn.., i

to K‘eith and Ja\ner13h02

. I fedﬂcea' 1 ,75M USd on 1tr;axx ﬁ',ffs moming. . _
e -Tmsis i]ﬁff of what 1’3 need' to get back Jr}to fhe Zﬁm fffryt £ -

LI

- LLwill work oo, <
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A ".G‘re ¢s01 has-been Teducec‘ﬁ by 2; S;n usd today 50 That puts fhe 504 back to .'f iy
.-255m _ e o . -

o Moﬂgﬁt prorectmn Df;' main. (Z,Fb}n) and xayer (759m ) I boug!;t,sume ;g 17
© " (300myand-us hy ( 6501m). a o . . ;

o bought m the sprEad a:‘ighFemng Now’ that;t’has stapped Whtemng I da nat
. chase.unless you-advise me to do 50. I w,f!! finish fom‘gh!‘_{' hope w;th g andJ?y
most?y if the: raﬁy resumes LHE . _

Qtfrerw;sé r wrﬂﬁ

- : 6/3;20’12 Ashle',? Bacon g:omes m the loap now to cnllapse the rlsks &
| hetween: CIo‘and the ... hie comes fromthe 1B as 'mbst of the dther: g(jys =
el dD b . . . - . .

2 l.'repiy'to;]a\ner 151129

" _Re: Need to talk to ypu aboui‘ a prasentat:on nf thé Baok to Ash!ey Bacon

T-called Julien { hecause’twas on. Holiday) 50 that he. prepares thts
' maet'lng -1.13‘1'51 _ :

."—I
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Tasked him .to work oh:3 mfngs . '
1- for thirsday + apdate-the prl breakdowii { faryvds, difectional, . new frades,
defaults etc.. ) And the pni history chart : S
- 2- For mionday . look at.alithe presentaﬂohs W,e p’:d mfﬁ andy tn cnﬁ:pffe;a new
© -setof slides a‘escnb;ng the: 1i5ks of-the. book: Andy'e arfd Jullen should send. you a -
Sy 3 graﬁ': versfon in order i) ger your: fecdbapk { whatls gooﬁ; nar goac{, mts;mg)

87372012 17055 ._i-.j..‘.imns:a;r':tan;;&iﬁa,t,:iﬁa?tza_;ﬁﬂ-ft.ﬁé ﬁﬁéﬁhﬁ«i nﬁhinés—m in’

mk Imay hayf Sﬂm Iafe at tfre most, _.: e

B Ongma! Message S '
- From: Martin-Artajo, JavierX- - .
"Seni' Thursday, March :(JB, 201“2 95;32 PM
- TouIksil, Bruho M .
. Sub;ect' RE'Monday meeﬁng.

Bt el g e ot

' Tr ry to m‘ake thE m"" "t;ngf.;s eaﬁy 5 _pO'Sfb?& If is zmp' rram:' W’HF sfarf.‘ but ot_;
‘. needto-he partof the. ms::ussfon AE wm hé:a fong meetmg ar,\,_ ihd 2 Hours , It
2t Wh’f bﬁﬂaf? abom‘ oo T .

. : ¥ hal :pmmdes a compafct and svnthetlc
' }fvrew ‘of’ the book and its’ I$SIIES to mention that §o far the
e decompressmh as’ !m:rked but not a lot. yﬁt..‘the roll w:ll‘mgge.r tha . ;
. decomprassiun and adcﬁtlonal Iosses on the book...I start’losing sleap.. o

to ;awer ad Andy‘,2h37 L

=y 5 to thrs;ﬂ'esentat‘wﬁ‘.l‘ prepamd
23 ﬁaﬁrzam e

: ‘“.'I’thmk the 5‘ first shé'ES descnbe very WEH the ‘book. The sffde 4 !n parbcuiar ;
display the: notjopialsand gives @ clue of the scafe of the moves. This shows |
- quickly how the.book can asruaﬂy fose 200M and possibly anvther ‘200M yihile -
' being range bound. The connection with- last yéar gain is really'a coincidence = -
. the AMR ‘move was r‘eaﬂy Ekcepttana} and the 5pr'ead -maves this year have a;‘so
been exc i 7

f_:1513]201’2 ‘the: mﬁ ﬁpproachés and we Etart gettmg more 'Io‘sses.r - y

8 Tg Ja\rler 16!145
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& Tbe dxver‘gé:?ﬁ-:‘l.m:reases 6estweerr i‘.‘r'lfdé m'l.d P-""?'-QES ﬂT"d ﬁuh e“tmﬂ'tf ’.
7 dutien will send-a. Shall ,s*pr‘eﬂsbe’gt recar'ﬂin;g ‘the, rbraaddwﬂ éf 't}le -
¢ dwergence P87 Blocks,. .. IR TR T T S ¢z

The 199 J’By,rs Lags ano,ther bp today- The. hy mar#eet struggtes tp keep
“L0L T the ratly pace with the .sp5@e. -Rescup curve is now flgf gt eSpts .. oo
Too - - upfronk. -The. et;mty 'z:r'anches are fuLLy ‘iffrpqcted riow. Yet the. hy 1ﬂd1:res =
oo T Ckeep perj‘ormng weLL _ S L - -

S $:Lﬂte mcmth end, ; espl‘tE‘ rescap event and ‘greece,’ xover- 171 *traxx and oo
o chy dn.cdX fiave mgintained thew patio versus dg raLLy. That. 45 -
-7, tighter for igl7;, 5 bps. far‘ andin 516, 21 bps. fan Xaven and 25-:25 bps
S fer by -Lf one ddds ‘the 108s in rescap that is prites us certein row el g et
e 756ts. i pri e),( In ﬂmt !‘é“_g’ard, we k?ep the 199 JB as pe‘rfawmng S,
o L-:.ke “the mm-fzer bera ndguse‘;éd . S A |

L THe whote *;.gg clirve sﬁauLd have outperfor‘mgtf art‘IJaL{y ‘L;F jig tmfa af
"o ol the penforiiance 6F radidn and mibig or sfi. This is. reflected in the ‘19{9 ;¥
-.<5yr that. has ‘tightened 10bps;, but not in g9 iayﬁ ‘that hgs tightened -
" less than 1.bps by the guotes we receive, What is redlly pUzzJ,lng Here
- Asothgt “the skew’ quotes have ot fﬁﬂﬁged} The. £ds outper_for'manc;e and
: mﬁex underpepfﬁrmnnte shvul.n' figve’ ﬁghfened Ihe SKéw..

iy B : Ao

: We Look at what we couLd do -tﬁe peduc-e the dlﬂér’éﬂ(.’e Jdmie not gno’wing
_tJhe positions especially in ig9. The solutioris are very Limited 7 some -
© . pidin .59 trades could help; some hy fr'ude‘s toa but the pmnC'Lpui. lag 1S j )
% _.wher‘e we da ngt wgnr fo add e R W g ; o )

& __.--"’fmding cosi‘ 15 higb, not any :the bld ﬂsk but the ﬂ“tmbst ‘Lnfim;”te B
= ‘ablt'ify uf the deaLer's to fsnsf tfyew runs. . . "

 Best 'f'egdr‘dé :
© .+ Brgno -

"5 1513729112 g ;:rv i:!ﬂielﬂ ;{eé'gnn;g a “slee & wisde 1o the bookas 5%
© .+ doubtwe can aicpect any imprﬁ\rgment n the shor!:i'erm sovn .

A ""-_,.-‘-""!‘oJavlar ehaz

Iﬂmugh; ﬂns mght ﬁi‘ﬂt Wwe shouid mnmﬁsr pmtmg mm@skew ‘tradcs on bnj,hm 1g9 o . e o "
© - 10yrand ifraxxmains9 10yr= L
" we could lock 60cts overgood size ’r.hmk

“This would mainitain the: upsxde on- default, 1mpr6vé thc'cmy anﬁ basmally offse‘e the
oss we have: TOW.
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m the IG§> myr mdex, the sk&w has barefy chianiged,
. Itshows o mea puzzling-obstination on dealer:side-to Keep it like: that. Be;:ausb‘th]s
- canmot bethe result of aHF holdmgthe fmnkct on 1ts own. alnng. R 2 e

ot This traﬂfsz.not pm’fect Gf eoufse bt lf the bﬂok gbes in; run—off mode as faras - #
' Tranches are concem&d, thatis:

_ _ - et @
2 mﬂapsmg or‘Illjwmﬂmg fhemdesﬂmﬁ ﬂfe,shte: @: :any deiﬂer orcoma.tcrparty m i
bIOth*adas S Al W < s ,
The traﬂe:s czmld be hooked on’ astandalom: bams ﬁr 1 Oie ;fash quaie, so th‘is wouid &
be gasy toanark (- with-an incedsed issue here ] agree);, % sy g
The liquidity injection weyyotild operate *rmght alsobe: favexablc for s TD I'Bdllcc st
Someé tranchb lmes, espmaily‘fhﬁ Q -3 10y1 i that I‘egard -

As asummaryr o
Negahvcﬁ P g R ' :
- ~added dependcmy on,deaiers quo*tes ' e
- downgradcdproﬁla ifthe bﬁole rzmams aitaj] nsk bpcklncred.lt 4
- derivatives .
- .= ,shght ov::r’load in Upcratmns dﬁe’ to tf’ne single namcbuakmg
: e my hav,e toid mcrca%g RWA in fbc*prﬁct.’.SS Tirst ’haud '
posxﬁves . . P
o =R iéck a PNL m*fﬁrm of i furWard thataffs’elsﬁr: cunpntunmahzﬁd
los§ P L v oy ‘
o Zdoes T r‘-ﬂm ‘Eml prpﬁ{einté'ms ofﬂefaults upmde o e
llfcely he1psms;reducc some»mmammg]argﬁ posmahs otice We have: tmded
slzes on Sltéw R A I :
o =onge] boaksd ve:ry slmplymmark andmamtam o 1 s
o al]ows as to pay ihe; fradingcoststo sef the book.for oI oﬁ' mode ]

The: real chmce 10 ihakeis whether the’ bpck shodld: be: on rml Soff mﬁdc. ie wﬂlghﬂ}'
riafiage it with a Jong risk bias we would allow-for P&L swings and we would just

prepare for ﬁefauIt_- sk lockmg forward Tobe:sure, this isithe case already butithe
‘bock ismiot in runnﬁ‘imoﬂc If thie book steps'in min-off; the skewi frade would maks
smsebecausc ’Wc wcmld notplan o unwmd,agresslyé]y as'we dlﬂ last yéar.

- ’Let me knbw

To Javwr :I.Sh?ﬂ

T explain the book Stru-;ture as it Is '
L we have 3 bfoc?cs zrraxx, IG ana’ ,HY )

i IG s, ihe Iqrgﬂ'f arne ﬂrrd fhe masr d _)_‘)‘“ r:u!t one s
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< Buy protection 1 0-3, s ; Q)a"
e mg: ggtrzgﬁrprofgcﬁan 'm,yr?s s‘eﬂpwfchwn mﬂn the r;m 1'6

ol Mammrfhe {edst dificulrone . W7 et
. we'should do 1he same:kind af 1rades as. ’t};e prob!em A the Same -

' :USHYurhezmk;mme _ ,
| radeddeds..... ' ' ! W 4
L buythe HY {0 Ayl iﬁ 23 and 2.':235 Iranches ta roil down and shei!ef‘ ﬁ'om tﬁg ﬁm e
' }'._idefaufw oS :
- i-Teave. tiveeguzgrﬁ‘anches as ﬂ:e;y are ﬂfrﬁosr e efeﬁ £ F R
= add gonie ﬂal&?rzérs in HY14. HI’JJ BI’I 6 and HY17. ;;sixmzz passES- by

e {G rradeswm' :mprmfe rhe Larry;. re‘tfuce J:gwduy a ?m fmf a[law ﬁ:r a smoath mi{ B
: down. i"}m targ@f 1510 he ijier of proreénon on: rﬂi’ eguliy ?ramzfre,sf ﬂms {he dejaf .

- 'ﬁults Tﬁe ﬂaﬁéne’rs wi}f need ?:; bgﬂnded :
.m:ef' nme Hénce 1he :Iong Fisk: m:IG dndl:fam blﬂcf:s ; ; [ Fre ey

: _,AH ﬁns waufd not change maz‘enal{yme pra_f‘ ile qf ﬁ'ze bOok Over the rest ?f ifs: I ﬁ:
- wewould simplysstick forthese trades.and do riothing more. We tiave-do deff ne the -
e b, L?plmfaf WOSWB in mg mk ferms 1o: enmre We. hg‘pe a iecem caffy

??umo

Frofn March Z1staill Apal 16t 2002-04-15 -

T

_ f I‘ scﬂd ‘2*3 b'Tlion more in IG and Mam fo ﬁmsh the book baiance the P&L ”
= _.--e)(p”lanaﬂon showed a shortage of carfy dues 1o matumty extemmn, Now the book
=t __,lgoks balanced t‘(li the efd-of the year, 1osmg Dmy 175 at-worse -

2 'The fir 2:weeks uTApnl Were d‘evastatmg dtfe to ‘the presé aTtldéS tha‘t ShUWE‘d B
<k L thahneofbaod May be thatwas rms‘take, ‘_Ie;J:he Bookiin run fonght atthls -~ 0
*+ - ‘momment. It Should have been done-earfier but it-would Have:implied no fomed s gl R
- - reduction i RWA, 1nt;rea56d Var, iéssd:yersiﬁsatlon !nStFESSaﬂd ‘more P&L T AR
patent‘é] drawdowns. : e £ :

CONFIDENTIAL TREATMENT REQUESTED BY : | -
1D MADRAN CHASE R OO . JPM-CIO-PSI 0021900



ﬁew all the I’ssue is. about ’the &va ﬂabmty of’ llqm;ﬂtv to keep the BHoagk wi m pSIde
- .on PRL witen treﬂttm?ents oc’t‘:tJr, The: haok is put to: siaap , e

Ay F g AT TGy e T gfteT gl W @0 et T OE el T deilag
« .
& " i
P g
&
A
K,
#
O 4 -
o -
e o
o
’
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Iksil,BruneM e e o r
: : . : From: .- - Jksi, BunoM ; _
C ) - ' Tor . o g “MartinAa, Jamer'x F’enfyman. AndrewX;
Sae ;T e g < Grout, JulénG
: - ‘ v S ‘Subject! . “Helio, fallowirig out Tast phishie eall, Eas’tweek,
i i e e R ey vty o g W ; 4 ,p1ﬁsemqgammkmﬁﬁspfggmahm|
: : ; PR il ; 5 . .~ prepared iith Anidy fafﬂwlSMGmeeﬂngd the
g 70 0 ZandFeb 2bye
Fs A e T . 5 e . .. + . - p Uplia’ie-ppt_ztp

" Yihink thie 5 first slidesdescribevery well the book, The slide 4 in particular
; o ] w.r display the notionals and gives a clue of the scale of the moves, This shows
50 AR " uickly how the book:can actually lose 200M and-possibly another 200M
) ' ' S “while being range bound: THe connectior with last year gainis really a
«coincidence : the, ANIR move was really xteptional and the spredd movés, -
this year have also beth exceptisnal it in very different moves.

FR T . Inudditicn Twodd like to #dd another slideto describe how the 1G9 trade
) ) ) P e - R Téqiites possibly capital spa‘tﬁ:zﬂnwfﬁr‘a guicker ard smivother capital
s N a0 EE o ST - s raduction: fhefocus wiofild be 6 radizn Where-there is avisk that, should
S LR L G R = e < o0 L radienile for chaptal, it rivay oy “bein 2013 or later. s
i o o P T inthatese weshould right how bitly protection on 1G9D-3 Fyrand Toyr, and
. - F AT S, . sefl protection om 7210 7yr and Toyr tranches. This mightincrease The RWA
B " Hirsthand, ot sure about Var anid stresswar. s time passes by, the delta |
- ; wouldl iricrease and rediice smotthly thehet long exposure.

“Thiswould be The best trade we could doas:of toflsy : this will not imgatt the
carry atfirst { instead we would sell the implied long temr spread volatility} .
but will reduce the positive convesity of the book. Yet this will ‘make the
‘profile of core doset totactical. Now tactical is appiox 10 to20 timessmallér
3 tirafi-coreand Has a "natural” PAL noise of 2-3M daily. So, wé shouldexpecta |
o L Higher daily P&L naise in tore of up 1o’ za-wm wihile tmdaﬁt isznuch smalie‘r
. : mrtofmarket moves destribed inthe past. . : '

“
“

.,
.
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- lnmtﬁhlg"ﬂlg‘tdmﬂtodﬁrﬂf magnltm!ﬁs,‘l ﬂﬁl‘lkLshould'.addtwn S IGEANE fe SECERE N SRR R © e T
s l-ﬁowreai‘lv tbeﬁrarimtmces&eﬁtﬂtsﬂﬁmrmytu appea;énca_{whs : :
ices in ySuha ISTiot yet). Thiswil belp uhdcstand thie-side 3 that defals: T T
thesdefault exposire bisakdown :

2-how TGS has meved versts.a regressian modelled spread comig from,, - : e ; - - -
1G15, AY17, and Rididn Syr CDS: this would help empliﬂn hiow ahd whyithe 15
moves so: pecuhar
Let me know Your thoughts - .
Best régaras g
7 oprmssit . 20 o
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sirderto Highight diferent SrerisF magiiades; Ptk Saildaddieg™ "= T T T T 7 n T mnem =T s et s e e e
otherslides; . . : coe oo i . B i .
1fhnwreai§vﬂ\émaﬂctipncesd ol nfxbé’rwaytuappearaneé'[vmatas e e e e e e e e
prices in'yvs What is et yet), This will heip unﬂemndthesﬁkaﬁ!atdem!s ; : A i
the defablt exposire breakdown ) : - : :
2-how lGQha&mwedvﬂrsusareg\'ess'lonmodeﬂeﬂ spread £oming from, - - . S NS P e o 16 ST e s 2
1615, HY17, and Radian Syr CDS + thiis would ;aeflpexpiamhnwand “my;}mﬁ’ !
md\rel‘s‘sopecuﬂér ) . A SR I P BT
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i
) & - -
- R 2 i 2 % . 3 - < &
Bestregards. - W . £ e R s
i (IS T A ¥ f e - o
. . i . - . 1 * . a2
Brono IKSIL . . ; o . : 5 #
. ot » . -, s . 2 o -
) #%
- & ’
# A _.-'— )
> - s A & £ O S
s - ; 2 o A
# ERET I Va 3
: ; A ) v P
ol > . 45
P & E: 3 ' i b 4 4

E - # o . Fa -
4 ol P ¥ :
+ - o S ¥ -
# Pl -
. . - - Fl
; i - oo i AR
4 F : ¢ 7 _, ’ ) - Z
P A b 2 - A # s - -
. P ¥ e g
il ; #
1 s ~
[ f 5
- ; o - : :
£ A - -
| ¥
2 i
¥ Py s s
# - - i o
- # 7 A # -
2 it ! - / S 4 s
- F E P S 7 # = b
. . 3 E o B . - / - -
“aie = T i o 3 & ¥ ;5 i A 4 o : _ s
s . PR . 2 b . . - r " * . ¥ rd . - & =" L3 iz ~
i s e 2 t o s ST . - o P . #

CONFIDENTIAL TREATMENT REQUESTED BY : , w
J.P. MORGAN CHASE & CO. : : JPM-CIO-PSI 0021904



Iksil, Bruno™ .
R 1 C i e o w o . o FTOMRE ‘s Tksil, BrpnoM . -
o :  Sent: . - 45March20124845 wisin

e : : © Tor Martin-Arajo, Javier X

o o L .. The da;\?er-ge'rlce hweases between cirudé mid prices and our -
; P 2 = " "estimate, Julien will send @ small spreasheet récording the
breadown of the \:I:l.vergence per blocks.

L o . The igg :@rrs ?.zngs mnﬁxer- ‘op today. "l‘he hy market stﬁ.lgglts
ol e i 4 . . ..... to keep the rally pace with ‘the spSe@: Rescap turve is now
: : ) _ Fidt =t &5pts upfront. The equiiy “tranches are ?ully .
5. At ) :‘impatteﬂ now: Yet the hy inBices keep performing Néll-.

Sihcaf ‘cHth Eﬂd ﬁesp:.:-a ‘PestaEp everit and greece; Xover in -

Ftraxx and hy dn cdx hive maintained their +4tio vérsus ig -

: oo " opdidy, That 3s 4bps tighter for igi7, 5 bps For main s16; 21

L 4 ... . bps For xover and 28-25 Bps For hy { .l-‘F xone @dds the loss in
AT e i A A _ Tescapthat is prices 4s «certain now ie 75cts in price): In

g e e g g g g R o A . ‘that regard, we keep the igd 1@ as performing Iike the -

R i + e . @ - market beta adjusted.

i The whole igs Lurve- shold Have outperformed actually if we
o ) Jook at the performance of radien and mbia or sFi. This is
: s - reflecied in the igd Syr that has ‘tightemed 18bps, but not
in ig9 1Byr that Kas tightened less Than 1 bps by the quotss.
we receive. What is really puzzling here is that the skew
B ) quotes have not changed! The tds outperformance @nd index
- . S SO : o Unaerpeﬁoma‘nce should have t:.ghtmed the skeﬂ. )

- 4 - Al v ol - .
=3 - - . o — ¢ W & o # 3

- -2 . .--"r,. - Lk '_'f._ )
S * 7 We Jook @t whatue coiild do the Teduce the difference while
) P P " .mot growing fhe positions-espetizily in igd. The solutions
- e : are very limmited 5 some main s8 trades conld ‘help, some hy
T me e g R B .7 trades too but the principsl 1ag s where we do rot- Want to
. FA A e Zadd.

P L . . #
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mtaft I du right fiow: is. buying e-a ?yr and; 18yr ‘in. order to . -
~'smonth the extinction of the book. This will bemay Be €he - . ' . | 0l tidmin s e n ke T e e e
.s*’crluttmi + let the book run off. S6 I prepare 1t for this - ; . ) . o i )
oiteofie: So° far I did not Show' up in: the dridex market. Jost - . . e e S
tesfirg waters. I may not find size bit the: trading cost 4s. = =~~~ 77 7T oem mommmmn mmmmmmnnmm

high, not. only the bid ask'but the almost infinmite ability ’ . T X pd
of t“l:te dezIers to twist theip rads. . . . o ¥ e 5 : ik iz
% i G & RC 5 i v : g =R BT 4 2
Best r'egards : : |t N G L SR 3
Brind: - - - . 2 £ R e : 2
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What T do Tight mow 15 bliying 03 7yr &nd Toyr In drdér to 5 ' ' :
smogth :the extinction of the book. This will be may be the & - v« v oo w0 i et

. solufion : let ihe book run off. So I prepare it For this : ; e 7
. _putcorie. So Far-I did not show up in ‘the indéx warket. Just”

© ‘testing waters. ¥ may not Find size but the trading cost is
“highy not only the bid ask but the almost infinite ability
of the dealers to twist their runs.
- ' “ags P . i : . -
' Best regards’ . R wf -
- foe o T * . . Z ~ o - o ' J..-.
Bruho G g R LS ) ; P b
X € . H 2 . & ~ B
¥ £ o = _)'_.-' v # ;
vy _f- o . ) ’_.J - - N .H'J
3 o y
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Iksil, Bruno ¥

; : : From: - ¢ Theil, anoM - .
Tompecs @ % v o 5 SECOOS el WDwteR W 3 B 0 e R pesokr SUBE e . ‘lﬁﬁamhia‘li 06:42 y
iy . ) . : - To! i WMartin-Artajo, Javier X ’
7 : : e ’ : -Grbut, .kl&en G; Hagan, "Patricks .

: i Subject: . frade ideas on core

e e . ..+ Iinoughtthissight that we should consider putting some skewrades on .
© ‘bothinig910yr and itraxx mainsg 10yr :
* weotid lock B0Ctsiovergood size |i¥ink. i
Thisswould miintain thed psuie of defa al\‘.. Imp'rove ‘&ecmwand ba: stcalh}
oﬁsenhe joss e have now, L :
< s menﬂomed ?ésterday, aesp;tethera‘imn ﬁaﬂtan,MBtAmd SH, despme .
the lagin ‘the 169 10yrindex, the skéw has barely chianged.
i K shows to rme a puzzling obstiiation on desler side tokeep ftlike that
s, Bécause thiscannotbe theresuitof 3 ﬂF ‘Holding ﬂzemarkewn itsown

#

© alome.

e ms tra&e is nutperfect ‘of coitirse but :H:heb‘ookgces n n.m-d‘f'f rriodé as‘fa'r
s s ‘astznfhesﬂremnce‘med “that is aninteresting GphcmThrs moneyis
_ it L eeew. OBtaied Froma downgrade inthe I iquidity of the portfolie. Yet, it looks-a
A - . S < ‘muchbetter option than colldpsingor onwinding the tmaes mth thee Street
R v w | oravy deslerorcoenterpaity in Block trades.

The tradles could be booked ona staridalone basis from one cashquote, so- -
‘thié wotdld be easyto nark  withanincreasen issue heré1agree).
The liguidity ijéctionwe walld bperate mightialso be favorablefor us to
~teduce some tranche lines, especialty the 0-3 10yr jn thiat regard.
' D A B : T Asesommaty: e
g g % o i T ' © Negatives s . s
= i cemE s, =gided -de’pmdeﬂ:y on ﬁéaigrs ﬂﬁbtes -
. : . -towAgraded profilef the book remains a4l nskﬁ:ock in \:¥er.l1t S gt
| défivatives e
—sﬁghtovaﬂead I operations: dokto-the single siame | bnrcimg
i
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. ?pusrl:‘m; ;
L -we beka PNLiﬁ'fom aof mryhmr&‘thﬂ oﬁsmtﬁamm
. _unreaiizedioss: S
- -doj!s nnfatter the‘ﬁiiﬁréme i temsof’ defaaltwpside . ! e .
: ha\m‘h‘aﬂ’ed sizes Iirl-‘skﬂw - R S s :
- . -once booked; very‘smpw'to mark ane: mam:n i © g
" -allows usto pay the trading costs to set the bnuék for run-off mode s

The"real thoice to'miake iswhethér the book stiould be on run-offmods, e x oo £ - oA
welightly manage it with.a long risk bias : we would allow for PELswings and : e ) ) i
\wewould just prépare for default fisk fooking forward. To be sure, thisisthe - * ) _
casé alegady but the book is not n rim-off:mode. ifthe busk steps inui-off, e G e e e e e g
the skewtrade-would make sense ElecaOSEwe'wuuld ot plan to unwind - S e

‘ -apréssivelyaswedid iasbyeaf ;
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“ i
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: - im! ‘mayhaveto fnn‘ease RWA intheprocessfirsthand
:posftnres s
3 - we bﬂcaPﬂmeormufmrﬁmardﬁmtnﬁseis’the cirrent
unrealizedloss :
~does notalter the ”Eni pmﬁle in Yerms-of defaults upside
~ likely helps us rédiice soirie remdining farge positions once we
hate traded sizes on skew :
‘+once bouoked, very’simply fo miarkand mairitain, 3
- @lows.Us to pav the trading costs ‘to-sét the Book for rin off fbde B

"nze reaﬂ :hmtemmakeisuﬁseﬂ-:aﬂm bdokxhuuld bemmaﬁ mudg,;e s % o .
~we lightly maniage it with'a long+isk bias rwve Woulld 3liow for P&LsWingsand - R | e
we-wouldjust prepare Tor défault fisklooking forward: Td Bexare, thisis the £
‘caseafready but ‘the bookls Tiot in run off mode. If the bock steps i run-off, .
thieEkeiv frade wonld fivake E'ensebebausewewwla riot plan toimwind . - R T e L S T
agressiueiy as we did lastyear. . - s €

Let rneknow

mno
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... ... .. IiBunoM

i : : CFrom: . T IksT, anuhl
. - 2 s Jo; | 7 Waitin-Artajo, Ja\ner'X, Gruut, JmlenG
Suhject. e s‘trale_qy?nrcore e

‘we have 3 Blocks « h:laxx, 1Gand HY :

IGis'the Jargest one- a‘nd thé mnstﬁfﬁcuftane

trade ideas..... e

- swap'index 169 210yr forsingle mammes with full npﬁ-enmemmdes -0

=buy protectiorijn 0-3, sell protectionin 710 inboth Fyrand foyr - -
. = by outright protection in 7yr vésell protection's in on'the rin 16 2

v e N Mamisﬂmiea:ﬁédﬁm&me . ’
R o S, 3 __—weshntﬂﬂduﬂ-nemehrrdnfmdesas'thepmblem:s-z‘hesame

; A $5, 5 0 USAYisthetickiest orie | ‘f_ S Lo .
Kl G A e Sracke 1 . VT SO : g
LA BRAER gEm A g 2 5 o -huqmem 1ehv1115~25;ndzs-ssmnawesmmllﬂmmsheiterﬁ-nm
oA T "-lmemeequitytrandqsas t"heyareéh’rostd’eleteﬂ
ot * add some flatteriers in HY14 RY15 HY16 and HY17 as time-passes by

1G trades wil improve the miry, redisce fiquidity a bit but allow f6ra smodth
roll down, The target is 10 be Huyer of protection onall equity tranches? thus
. the'delatincreasing over 1imeé, the long position will switch o nevtral fast
© o without.ustrading more. Now the bést profile is to keep thé long isk bias to
T start. - I
b a2 L T v e sarie thiese asiG witta e mioéh Shaller. -
P ‘ﬂ'le‘iirohTEm!stheaspsiﬂeoﬁdeﬁuit‘smérﬁmtswﬁsbﬁéhﬁ

- & e i _ proﬁﬁaman:i'rxuana fedllogy). 1 tHink thie umberof defatlts Tsdimiited n
e A N T g .o NE _/ thae:seﬁes’{‘ﬂ\’llan‘dﬂ?,iﬂ]whé‘rﬁwe have‘ﬂieduwmu'leﬁﬁ ﬂefaiz’lis The

o s g x . L

e

f: - i P E s
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- flattefiers will needﬁ: be furided wt{me. Henoe‘theidngnsk i 1G afid
) q#famblad:s, c’. : e i

Aﬂth&—wotﬂd notdxaage-mateh‘almhe pmﬁle of‘thaﬁaokﬁverthﬁ‘t&stﬂf T Ry g
its life; we:would sitply stick to these trades and do nothifg more. We have_~ ’
to-definé the optimal exposure in long risk termis to ensurewe have a 6292!‘&1:- =it i St
carry. ; o . , : ; :
2 . 7 ™ - g . . . i p
A sx
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: latteners wil need tobe ‘Fundeﬂ :jverbma. Rence the l:mg risk in 16 @nd
Maunbiﬁtks - PR - S - L R .

#s

; _Aﬂ’sﬂnswoulamt ﬁh‘angé ms‘teriaﬂythe prafile dfthe huokavertherestﬁ " :
- Wstife, wewould simply stick to these tradesapddo nothing more We have =~ ~ 7 7 7 T T T T T T T m T o mm m o e m e m o m e
fo défine the.optimil exposure in long risk ferins to ensurewe Have a decent : " e '
cany. '
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Iksil, Bruno M
¥ . © From: - : ks, BiaoW - 0 e
e e e quoe 5 B :-;em: : 16 March 2012 §7:34
: L “Miartin-Artzjo, Javier X
su‘bjec{: Ea ‘update on Core PNL

The d‘wergenrz hias® ihu-eased 16°300 tiows the rescap newsis pusﬁng the
O S I, “ . . ... frenchesang H\’jndlcefsag'dinstns.

.

o iwariceﬂmﬁtTGBmmahisgahntoday ‘t‘he'reissomésue Not'targg

5 AASHBEAEY B ihe SaE Butif| trade 2 bpstighter, | ITEden*therEwillbesme.
- - . : Tactlm‘l slansbe_in'gmmcted dESp?teihetradinggams ana‘l{ thcn.lgh. But
: ’ *the hits show Snywhere but thie spots | tried to cofrect.
e A s _ ’rthaﬁbeenjnka‘this-sintememr‘mfﬁ\egearandmednftkeemgoingI
. A 'remerWeget toﬂuoﬂiﬁereme\rerysoon.
i " i g o & " £ .
Bals o T T g e '
i i -
5 .J..-".J . v >
) - ) .-"/ -:__j -’ .-) ( # E P 7
) - e e .-‘f b 4 f./_," ) j: J
" '/.r - 4
> 52 ’ .J_.r";‘ 1 2
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-Tksii; Brune W -

- <From;

; lk&il BrunoM .- i LA
Sent: dJoMarchooi2 4145 . 7
Te: . o . WarnAdejo-JavierX g o
SR e - Groit, Julién S .
‘Stbject: %omlﬂumanalysismd propusedsh*aiégy
" Beok position

=Thie book has positive cérry, PRL izpside-on defailts and positive
convexity if spreads gap wider. It is relatively neutrzl ditectionally overall at

_ -€arrent market spread levels>

A . tranchas stifl trade. THig®is Where the street ownis some pratection e’specta&?'
* Anthe longer tenors Torcapital

I"\.

* ~To cbtainthis profile, ‘the biook receivesthe forward: creditspreads.

. Whehfiarketsare Gught in. squeeze fike-this one, the P&L volatility can

‘become very fatge : thisis ) what;sha]:pemng sinte the beginning of this
YearinTDX IGY and Mafn ITRAXX 39 series. The hitamountsto 5-10 Bpsiag

- inthose forwards versus the 50-608ps rally.

~Thebook incurted a-ldss of 100m wisd IN us'hy fror KODAK defautt
-atd RESCAP glmost certain defaultrthis weakness have'been corrected now
and offers deCEﬂTIIpSIdé in‘any neéw tefadlt in Hy indices :

Market behamour - "R e i Py
~TheLOX1G3 aid TR Ma‘inSQ' are»ﬂiesenes Whare |.ndex

reiie‘f-reasdn-arrd Gntertainty abotitthe
tmnguf defatilts.
- somie large’ Heﬂge‘ﬁ.mﬂs havemme "skew t’aﬂe’s." %&'re they huy’
protection on‘the sefies 310jr indicesversus the Single names .
" - in¥hetalfy; those series Iwheré the botkis ong fick-and the stréet

‘s short risk) ave Isgged corsistently < by trading afid trying to correct the

lag, we could reftrieve d-2bps  butthenwe meetstrong resistance either with

. sizeorbid-askwidening.

2 - # v

# Fd i
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. advertized: by dealers ﬁ\ﬂng ﬂla?. erther we have deﬁuﬁs of ws rallv
V. ways; the curve flatters and we have a steeperier on.

. .-asa summary, the book i@ very visible plager and folds a’ ‘trade:
thatthe'street wantsto have now =iéa protection against uripredictable |
defaufts. At the sarfie ime,  they still own their "no default” trades from .
fast year. So the street systematically steepensithe series:d curvesang
maintain thédofgest tenors-wider than arything-else.

<

Pmposed strategy ' WPﬁiﬁmbwhﬂe nut hﬁeqdmg,
justmaintaining the upside on’ defaults: b\rerﬁ'ﬁié ]
 -CDXIG and, [TRAXCMIIN : over theriext 18 mmﬁs
. -buy'hackihe pmler:bonm 03 3ayr Mrwgrse tbepmf Ie {
7 3Blmnmzm GhlaiilG)
bl somEt-3 70 Ty: tencrrs{ 1bln mam-?.bin in 1&1
"+ wsell protection avertime'on Wuﬁ:ﬂﬁ'igs fo'maintdin th&
wrw{S-‘.tUBln Main and IGY
" -CDX US:HY - over the. nextlsmcntl-ns . i
= putﬁim:eners onin H‘!’iﬂ»hy!.&-hylﬁ—hyl} senes,whue we
W the p.rotechcﬂ on the. Syrriow
- let the longs in ml&hﬁ‘l series five; asthey have lost
already18 names ﬁut of 100 and lgok-safer than hy.1410 hy17 series. .

s P&Lpus&b!enf&nge ﬁle foss is likety 15 range betwean. 100m16300:ﬁ
et ~mainreasoq i the'CBX 1G9 fag { 23bpsor 100-350m) - -
. ‘~second nexmsmm.’ e hitis-anpther 100 Spread: wnth‘h'l:he
- trancheanid indéx bid-ask: Typical higre, youcannot maﬂif trade buﬂh&m:ﬁ
doesnotchiange:

¢ forvard back-dp Wﬁif@tﬁ!otﬁer curves‘steapeﬁed 1bp m*t‘ne raﬁc The: Frrl
herejs B0-100m.

4™ sthe estimated. b:d—asﬁm ‘Ehe bodk gtossly: Sifiounts to 500m aﬁ i
zoomfo: IG; 100my for [traxx-rmin; 200m: for COX HY].
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“the long term protection to cover their legacy, e “nodefauft tradesmostly - -+ -
held in form of steepeners and longfisk in-short tetm €quity tranches..

Wark_To_markét becatse the streetowns

. - therd is-a-trap that is-bullding:= if we limjt the Mark-To_Market we:

-tisk increasing the nationals further-and weakenur position versus the rest,

of the faarket. One solution wotiild be to letthe bk be’ really Icmg

. tisk; yer this would not be it a liqoid. ma‘rketend n'iay increase'the P&Lnoise:

especially in corrections.
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. . -InUSHY, in addition to the 2 defautts; we faca a flatteriing trend
“advértized by dezlers saying that efther we have defavits orwe tally : eithér
“ways, the-curveflaftersand | wehaveastéepeneron. .

: -4 surmiary, the Lookis's veryisible flayerand holdsatrade -

: .ﬂratthe Street waits fo have now’t ie‘a protection agaiiist unpredictale < 7

defauits. Atihe'sametime;.. -theystillown'their "no defaulf"tradesfrom©
_ a5t yest. S6 the Streetsysterndtically stépens the series 9 turves and o
;m‘amtam the' Iohgesttenorswder *than 'anjt‘tmg #lge.. L

: Prnpn‘sa'd .‘shateg!{ o 7 igtthe P&lﬁuc‘tua’fe whﬂme"tdeiendm,
: Ijust‘in‘amtamfngt‘iwupsuﬂe ondefaults overtime
C L COXIG ahd TTRAXK WIAIN S over the riext 18 moaths .
- by back ‘the _pmter.tltm in 0-3 10yt toreversé the pmﬁ]e U
33:n if mam, 6blr in 1G}
: - - buy someD3in’ 7yrtennrs ( 1bin main-2bininiG)
. ~sell protection-over fithe on widenings to mzintain the
cmry{ 540 Bl ‘Mzin and 15)

2 -COXUSHY :overthe next 48 moniths P
B - put Tlatteners onin HY24-hy15-fiy16-hyi7 serigswtiawe
. -n‘ﬂ-m pmtett’ orontheSyrmow

. <letithe longsin HYAB hy 11 sefiesliveasthey havedost :
) _meaﬂ‘yi&nh‘mesn‘utﬁflﬁﬂzndboksa‘fe‘rﬁi’an hy 141027 sestes NCT

F&l pissible-range :4hé Joss is likely to range betwssn 100w to auum

; < fnain redson is the COX 1G9 1ag { 2<3bps0r 100-15011)

: - ~second nextis COX 7Y * the hit is another 100m spread withinthe -
_tranche @nd index bid-ask. Typical here, you cannotreally trade but the mid
“does notthange.

~third is Main itrax - the curve in 5o steépened by Erbpspﬂshingthe

Forward back up while the other cirves steepened 1 bp in the rally, The kit
Tiere is 80-100m.

g ~the estimatet bid-ask-6n thie book ;grossly amounts fo smrnaII~1n(
200m 61 iG, 10D For Ttras: wmain, 200m for COX HY).

-
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. -the'marketisvery.smal now énd we are too visible with likely
some of our trades ¢reating a concern among deslers: this affects usbotiin
Mirk To_market because the streetiowns

“the long tefim protectich to toverthieir lefgacy, Je "nt default” trades mostly

héid nformot steepmmmd long risk in-short term equity Tranches.
© 'wtherelis@ trap that is'building : i we limitthe Mark-To_] ‘Mirkét we

“fisk increasing the notidhals further afid ¥asken our position versus the rest

of themarket. Dne'solufion  *  ‘would be'to letfte book be reallylong |
‘risk, vet this Wolild nat bie'in.a iquid market and may ncrease the P& noise’

.. @spedially in‘corrections,

- ~4he schution propbsed Ffiourits o be Jonger ns‘fc =nd 1ett'hef hook

E(pireah?hg the ‘upside dn default.| thirkwe own here:a yeryguad
- ‘position fora size thatis also
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From: Goldman, Irvin ]
Sent: Fri, 04 May 2012 18:14:15 GMT

To: Weiland, Peter <peter.weiland@jpmchase.com>; Tocchio, Samantha X
' <samantha X.tocchio@jpmorgan.com>; Lee, Elizabeth M <elizabeth.m. lee@jpmorgan.com>

Subject: FW: Information needed
Importance: High

--~--Original Message-----

From: Nase, Angjela X

Sent: Thursday, May 03, 2012 11:54 AM

To: Goldman, Irvin ]

Cc: Surtani, Lavine; Lynch, Matthew A; Chen, Ted C; Doyle, Robin A.
Subject: RE: Information needed

Importance: High

Hi Irv,

Per your request to Matt, please find the CIO excessions attached. Please let us know if you need anythmg
else.

Regards,
Angjela

----- Original Message-----

From: Lynch, Matthew A

Sent: Wednesday, May 02, 2012 9:56 PM
To: MRM External Reporting

Cc: Surtani, Lavine

Subject: Fw: Information needed

Fyi please see this high priority request from Irv. I committed to getting something to him by mid day
tomorrow. Given that we have sent several such emails over the last few months with excession summaries
we should be able to pull this together.

==--- Original Message -----

From: Goldman, Irvin J

Sent: Wednesday, May 02, 2012 06:44 PM
To: Lynch, Matthew A

Cc: Doyle, Robin A.

Subject: Information needed

Matt,

I need a summary for a specific workstream john hogan requested of all CIO excessions, breach's reported -
by mrm from 9/30/2011 to today. This is high priority. Please let me know estimated delivery of request.
Thanks

Irv

|
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Limitio | Limit on CoB Limit level VaR Limit Utilization | Excession %
32404 |CIO) - Global Equities - Inf1 - Aggr - Tolal Net Equity Vega. 02011 | Level 2 Limd | 4,500,000 DIB%594 | 463544 | 109
32403 |CIO - Gicbal Equities - Int| - Aggr - Total Gross Equity Vega A0E2011 | Other Threshoki | 6,000,000 10,944,800 A.B“.NT 82
40088 |10 - Int | - Glabal Equities - Aggr - Top Tier Vega TOrA/2017 | Lewel 2 Limit 2,000,000 5.187,158 3137153 | 157
40088 |CIO - Int |- Global Equities - Agar - Top Tier Vega 400472011 | Level 2 Limit 2,000,000 5,795,308 3795328 | 190
32403 |CI0 - Global Equities - Intl - Aggr - Total Gross Equity Vega | AN42011 | Other Threshekd | 6,000,000 12,410,248 8.410.248 107
40087 [CI0 - Int | - Globial Equities - Aggr ‘TEE Tier Delta JOra0t | Lewel 2 Limit | 260,000,000 | 282526620 | 32,528,800 13
32404 |CI0 - Global Equities - nt1- Aggr - Tolal Net Equity vega 0/ar2011 | Lewel 2Limi | 4500000 | 10148188 | 5648,185 | 128
32404 |CI0 - Global Equities - Int| -ﬂg’-]dﬂl Ns(m_ AVE2011 Léved 2 Linit
30066 |CI - Int 1 - Giosal Fmﬂﬂ-hnh‘rnn'ﬂol Vega 1052011 | Level 2 Limit
32403 |CIO - Global Exuities - Int1 - - Total Gross Equity Yega 1VS/2011 | Other Theeshold

32404 |CIO - Global Equities - Int'l - Aggr - Total Net Equity Vega V2011 | Level 2 Limit
40088 [CIO - Int | - Global Equities - Aggr - Top Tied Vi 100602011 | Lovel 2 Limi

03 [CIO - Global Equities - Inf1 - Aggr - Tolal Gross Equity Vega 1042011 _| Other Threshoki
32404 [CI0 - Global Equities - Int' - Aggr - Total Net Egul 10102011 | Level 2 Limk

40087 |10 - Int | - Global Equities - Aggr - Top Tier Dalta 00011 | Level 2 Limit

40098 ICKJ-InlI-GIM Equities - Aggr - Top Tier Vega 1002011 | Lewvel 2 Limit

32403__|CI) - Globa) EQuAes - nF1 - Aggr - Total Gross EQURY Vega TNO011 | Other Thieshoka

4000810 - Ink |- Giobal Equities - Aggr - Top Tier Vega 0172011 | Leval 2 Limit
32403 |CIO - Giobal Equities - 101 - Aggr - 1ota] Gross Eqully Vegs | 10/11/2011 | Other Threshold
40087 _|CID - Int 1 - Giobal Equities - Aggr- Top Tier Delta T0F1/2011 | Level 2 Limit
32004 |CI0 - Giobal Equilies - Infl - Agor - Total Net Equty Vege 071172017 | Level 2 Limit
2408 __|CI0 - Giobal Equiles - Infl - Aggr - Total Gross 0272011 | Other Threshokd
0097 |CIO - Int | - Global Equiies - Aggt - Top Tier Delta 10A22071 | Level 2 Lime
32404__|CI0 - Global Equilies - Int! - Aggr - Total Net Equiy Voga 10202011 | Level 2 Limk

[CH0 - Int | - Giobal Equibes - Aggr - Top Tier Vega TOH@2011 | Level 2 Limit

Ci0 - Global Equities - Int] - - Total Gross Equity Vega

022011 | Cther Thissnoid| ¢

[C10 - Giobal Equities - 01 - Agg - Total Fet Equiy TOAS/2011 | Lawel 2 Lt

[CI0 - Int | - Giobal Eq - Aggr - Top Tier Vegs 10A 32011 | Level 2 Limit

TI0 - Int | - Global Equibes - Aggr - Top Tier Delta 10N@2011 | Level 2 Limk

40088
40087
40087 'ClD-mi-thdEuliﬂu-m-TmeDch 104011 | Level 2 Limk
ADCE8  [CHO - Int | - Giobal Equities - Aggr - Top Tiet Vega AN 42011 | Level 2 Limt

32403 __|CI0 - Global Equiies - Int| - Agpr - Total Gross Equity Vega | 101472011 | Cther Threshoki

32404 __[CIO - Glabal Equties - Inf1 - Aggr - Tolal Net Equty Vega 4011 | Level2 Limk

33404 __|CHO - Giobal Equiies - Ink - Agy: - Total Mt Eguity Vega 07772011 | Level 2 Limt

40008 __|CI0 - Int |- Giobal Equiies - Agg - Top Tif Vega 07772011 |_Lovel 2 Lok I

32403 |CI0 - Global Equities - i1 - Aggr - Total Gioss Equiy vega | 10/17/2011 | Cther Threshoid | 5,000,000 | 15.812.480 | 8.812,420 | 185
0008 _|CI0 - Int1- Global Equilies - Aggr - 19p Tier V 8011 | Lovel 2Lmk | 2000000 | 7412495 | 5412,485 | 21

32403 |CIO - Giobal Equties - Infl - Aggr - Total Gross Equity Vega 10182011 | Other Thréshoid | 6,000,000 16636813 | 10636813 | 177

T2404__|CI0 - Giobal Equiles - Int - Aggr - 1ot Net Equty Vega TOMB/R011 | Lewel 2 Lk | #500,000 | 10,711,090 | 6211630 | 138
33404 _[CIO - Giobal Equities - Int] - Aggr - Tolal Net Edulty Vega 10A9Z011 | Level 2 Limt 4,500,000 10,729,483 | 6,220,493 | 138
40047__|CIO - Int | - Global Equities - Aggr - Top Tier Delta AVIBR011 | Level 2Limk | 250,000,000 | 260,476,148 | 478,143 [
| 52403 |CV0 - Global Exuiies - It - Aggr - Tolal Gross Equ a__ | 107192011 | Cihar Threshoid | _ 6,000,000 | 16,623,938 | 10,623,038 | 177
D068 [CI0 - It |- Global Equilies - Aggr - Top Tier vega T0iGi20711 | Lewel 2 Limk | 2,000,000 7A0384 | 5418338 | 201
F2404__|CI0 - Giobal Equities - |nf) - Agge - Tolal et Equity Vega 102072011 | Level 2Limt | 4500000 | 10,797,382 | 6287382 | 140
0098 |CI0 - It |- Giobal Equiles - Agar - Top Tier Vegas TVZ02011 | Level 2Lk | 2,000,000 TET0M_ | 5517,784 | 276
A00G7__|CIO - Int |- Global Equities -Agar - Top Tier Delta Twa0/a011 | Level 2 Limit_| 250,000,000 | 250,811,801 | B11.801 0
32403 |10 - Giabal Equibes - 1761 - Aggr - Total Gross Equiy vege V202011 | Other Threshod | 8,000,000 | 17.047.448 | 11,047 448 | 184
40068 _|CIO - Int |- Global Equiles - Aggr - Top Tier Vega V1011 | Level 2 Umk | 2,000,000 7513352 | 5512082 | 278
32404__|GIC - Global Equities - [nf] - Agigr - Total Nel Equiy Vega TWZIR011 | Lewel 2LIML | 4,500,000 | 10,808,802 | B.398,802 | 142
32403 |CI0 - Global Equites -Int) - Aggr - 1 olal Gross Equlty Vi 1072172011 | Other Threshoid | 8,000,000 | 17,205,881 | 11,206,881 | 187
40087 |CIQ - Int | - Global Equities - Aggl - Top Tier Dalta TOF21/2011 | Level 2 Limk_| 250,000,000 | 404,516,784 |154516.764] 62 |
@008 __|CIO - Int | - Global Exquities - Aggr - Top Tier Vega _ 10/24i2011 | Levei2 Limt | 2000,000 7206093 | 5200023 | 260
0L ICIU-GInan Equities - 111 - Aggr - Total Net Equrty Vegs iaAr2011 | Level 2 Limk | 4500000 | 10250008 | 6,750,608 | 128
32403 |CI0 - Global Equibes - 1061 - Aggr - Total Gioss Equi n 102412011 | Ofer Threshor | 6,000,000 | 17,1802 | 11,788102 | 188
0087 __|CI0 - Int1- Global Equites - Agg! - Top Tier Defta T0ZATA011 | Lavel 3 Lima | 250,000,000 70876 | 83670676 | 34
40088 |CIO - Int | - Global Equities - Aggr - Top Tier Vega 1072502011 | Lewel 2 Limkt 2,000,000 Tom.078 | 5071078 | 254
A087 |C|o. int 1 - Global Equilies - Agar - Top Tier Delta 107252017 | Level 2 Linit_| 250,000,000 | 263,380,999 | 13360509 | &
T 3z804 Vega 0252011 | Lovel 2Limd | 4.500,000 | 10,065,418 | 5585418 | 124
D/E2011 | Other Threshold | 000,000 | 16.996,228 | 10,036,228 | 182

g

T0/Z8/2011 | Level 2 Limil_|_ 250,000,000 | 268,861,048 I:as_: BBI008 | 15
102620711 | Other Threshod | 6000,000 | 17,882,655 | 11,082,555
[ To/2872011 | Level LA | 4,500,000 | 10,056,087 | 6458087 | 143
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40068 _CIG - Int I - Global Equities - Agge - Top Tier Vega AM26/2011 | Lewel 2 Limt | 21000000 7TBABAD =32
T _|CIO - Global Equites - Ini - Agy' - Total Gross Equity Vaga | 102772011 | Other Threshald| 6,000,000 | 17,860,153 T84
40088 |0 - nt 1 - Global Exquities - Aggr - Top Tier Voga 0272011 | Level2 Limk_| 2,000,000 7804020 864, 23
S2404__|CI0 - Global Equibes - Infl - Aggr - Total Net Equity Vega 02772011 | Level ZLmt | 4,500,000 | 10,715,087 138
32403 |10 - Giobal "I - Ay - Totel Groks Equity Vega | 10/28/a011 | Cther Threshold | 6,000,000 | 17,844,231 RES]
40008 |CI0 - Int | - Global Equilies - Aggr - Top Tier Vega 22071 | Level 2 Liet_| 2,000,000 1 5
52404 |CIC) - Global Equities - Infl - Aggr - Total Net Equity Vega OM2a2011 | Level 2 Limk_| 4,500,000 5,854,208 EEE]
[ 32A04__|CI0 - Giobal Equiies - Int1 - Agg: - Tolal el Edquity Vega /32011 | Level 2 ik | 4,500,000 5,701 251 &
AoER__|CI0 - Int1- Giobal Equiles - Aggr - Top Thr Vega I0RI/2001 | Level 2 Limt | 2,000,000 55,485 208
33403 _|CI0 - Global Equiies - Infl - Agpr - Total Gross Equity Vega | 10/31/2011 | Ciher Thieshold | 6,000,000 | 16034378 | 10034376 | 187
38583 |CI0 - Giobal - Aggregale - Combined GID & MSR VAR [ 111172017 | Level1 Umk | 145,000,000 | 145,951,456 | 831,456
38585 |CI0 - Giobal - Aggregats - Combined GID & MSR VAR U/T52011 | Level 1 Lim#_| 145,000,000 | 148,316,192 | 3316192
36509 |CIO - Intl - Apgregata - Equtty VAR 11/30Z011 | Level 2Uemit | 12,000,000 | 13,208,411 | 1208411 | 10
3BE02__|CI0 - Infl - 10C - Equiy VAR 113072011 | Level 2Limk | 12,000,000 | 13208411 | 1208411 | 10
36508 __|CIO - Int| - Apgregate - Equty VAR 12172017 | Level 2Lk | 12,000,000 | 12,677,700 | 877,700 7
30604 |CIC - It - 100 - Equity VAR TH1/2017 | Level 2Limk | 12,000,000 | 12.877,700 7
3602 |10 - Intl- 100 - Equity VAR 1272011 | Level 2Lim_| 12,000,000 | 13429773 12
) icno ~intl— Aggrogats - Equiy VAR 272011 | Level 2UmR | 12,000,000 | 13.429.773. | 2
300 [CIO - Infl - Aggrogats - Equry VAR TZE011 | LovelZUimk | 12.000,000 | 13.251,897 | 1,251 0
| 38602 |CI0 - Infl- 100 - Equiy VAR 1262011 | Level 2Limk | 12,000,000 | 13291547 | 1251517 | 10
~ Combined CID & MSR VAR 1272011 | Level 1 Limt | 185,000,000 | 170085104 | 5095104 | 3
TPE/2011 | Leveld Limt | 165000000 | 174,545920 | B
| We012 | Levalzlime | 5000000 | 6767618 | 787816 | 1
| o1z | Levei2lime | 5000000 | 5544064 | 1560464 | 31
38020 __|CID - Global Credt - Cred4 Spread BPV - MITM - Tolal 102012 | LevelZLimt | 5000000 | 7.1 21738768 | 43
BB020 | I - Giobal Crodt - Gregt Spread BPY - MTH - Tofal 12012 | Lewsl2Uime | 5000000 | A705051 | 1705081 | o4
38603 |CIO0 - Intl - 100 - Credi VAR 1122012 | Level 2 Limt 95,000,000 86,814,688 | 1,614,688 2
30020 |CIO - Global Credt - Greds Spread BPY - MTM - Total V12012 | Level2Limt | 5000000 | -1.073091 | 2073181 | 41
305671 |CI0 - International - 106 - Total VAR 1672072 | Lovel 1 Limkt | 95,000,000 | 05800084 | B92064 1
38020 |CI0 - Giobal Gredi - Credt Spread BPY - MTM - Tatal AB/2012 | Leval 2 Limkt | 5000000 | -6788,080 | 1,788,050 | 36
38580 |CID - Global- 10Q VAR 1872012 | Level 1 Limt_| 05000000 | 05881828 | 681628 7
30803 [CI0 - Infi- 100 - Greall VAR B2 | Level2Limk | 05,000,000 | ohdo4,152 | 1404152 | 2
38568 |CI0 - Global - 100 VAR 772012 | Level 1 Uikt _sm' 5605548 | ooosm | 1
30020 |CI0 - Global CredR - Crodd Spread BPV - MM - Totl | 1HT5012 2Limt | 5000000 | BEHI71 | 3281 | 72
38020 _|CIO - Giobal Credh - Gredt BBV - MTM - Total E2012 | Lovel 2Lmk_| 5000000 | 10,501,616 | 6501815 | 110
SE07 |CID - Imemational - 100 - Total VAR, TREE012 | Level ] Lt | 5,000,000 | 100,776,448 | 5,776,448 | 8
3803 G0 - ki 100 - Credi VAR ABZ072 | Levei2Limk | 05000000 | oA016.688 | 3016886 | 3
3858 |00 - Global- 100 VAR A1AR012 | Level 1 Limit 85,000,000 | 102385400 | 7,385400 ]
3585 __|CI0 - Intl - Internationsl - Afigregate - Total VaR. UT&2012 | Leysl 1 Limt_| 100,000,000 | 104,262,784 | 452784 | 4
38600 _[CIO - Infi- Aggregate - Credit VAR MBROM2 | Level2Limt | 100,000,000 | 100437112 | 427112 1]
38010 __|CID - Global Crede - Cred# Spread BEV - Total TA82012 | Level 2Umi_| 12,000,000 | 12,476,463 | 478,463 4
38600 __|CI0 - Infl - Aggregate - Credlt VAR G012 | Level 2 Limk | 100,000,000 | 100,137,712 | 137,712 0
38560 |CI0 - Global - 10@ VAR 1162012 | Level 1LimR | 05,000,000 | 099,806,344 | 4938344 | &
38603 |CI0 - It - 10Q - GrediL VAR TAG2012 | Level2UmA | 95,000,000 | 99.876,192 | 4916192 | &
38585 __|CIO - Infl - imernational - A o~ Total VaR V182012 | Lovel1 Uimk | 100,000,000 | 100,726,028 | 226,628 0
E= |c|c ‘ ronal - 100 - Tetal VAR TH@2002 | Levad 1 Uma | 05,000,000 | 99.576,068 | 4.6/6066 | 5
38018 Iclu,cbualml.msum BV - Total IAR2012 | LevelZ Lmt | 12000000 | 12742682 | 240882 H
TIC - Global Credd - Credit Spread BPV - MTM - Total 162012 | LeveiZUmi | 5,000,000 | -B038065 | 4038,085 | 81
BB5E5 |0 - Tl - Irernaional - ate - Total Vart 17202012 | Level 1 Limd_| 100,000,000 | 100,346,216 | 348,216 0
38600 |10 - It - Aggragate - Credil VAR 202012 | Level 2 Lmi_| 100,000,000 | 100,691,064 | 691,004 3
36020 |CID - Global Cred? - Credit Spreat BPV - MTM - Total V2002012 | _Level 2 Lim 5.84498 R 85
38603 |:=0 Tl - 104 - mv.mg 17202012 | Level 2 Lk | 65,000,000 | 100,207,568 | 6207566 | &
38591 |Ci0 - 700 - Total VAR 202012 | Level 1Lmt | 95,000,000 | 99,600,376 | 4800370 | 5
38507 |CID - Intemational - 100 - 1ot VAR 22012 | Level 1 Lema | 65,000,000 | 101,827,328 | 8,827,328 | 7
38600 |CIO - Intl - Aggregale - Credit VAR 232012 | Level 3 Lema_| 100,000,000 | 102,249,600 | 2246600 | 2
36020 |CID - Giobal Gredt - Gredd Spread BPY - MTM - Total Vema12 | Level 2Lk | 5000,000 | 108601 | 4,163,831 | o4
38585 __[CID - Inti - Intemational - Aggregate - Total VaR 11232012 | Level 1 Um& | 100,000,000 | 1020665032 | 2066032 | 3
[~ 38803 |GI0 - Int1- 100 - Gredt VAR EN2012 | LawelZ Lemk | 96,000,000 | 101721028 | 6721828 | 7
38560 |CID - Global - 100 VAR 34Z012 | Leveld Limk | 105000000 | 108,610,206 | 1810208 | 2
38020 |CI0 - Global Credi - Credt Spread BPV - MTM - Total W24IZN2 | Levei 2 Limt 5,000,000 Apan6T0 | 4885678 | 87
38600__[CI0 - Infl - Aggrogale - Crodd VAR 1252012 | Leval 2 Limk | 110000000 | 110314224 | 314204 [
[ 38E80  |Ci0 - Giobal - Aggregate - Global VAR 252012 | Level 1 Limé | 110,000,000 | 115,473,248 | 6473348 | &
3818 |CID - Global Credh - Credt Spread BBV - Total AZER012 | Level2Limk | 12,000,000 | 12,796,808 | 795808 7
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':m CERE ~Aguregate - Towl VaR 252012 | Level 1 Limk_| 110,000,000 | 113,508,840 | 3508840 | 3
38020 _|CI0 - Global redt - Credt Spread BPY - MTM - Toml ZN7012 | Level2Limé | 5000000 | 10,074,868 | 5074,006 | 118
38500 |10 - Giobal - 100 VAR 252012 | Level 1 Limt_| 105,000,000 | 111,789,224 | 6,790,224 | 6
38501 |10 - Intemational - 100 - Tolal VAR 1252012 | Level 1 Limk_| 110,000,000 | 110,505,640 | 505640 | 0
819 |CI0 - Global Giedt - Credt Spresd 5V Tol VaBr2012 | Lowel 2 Limit Aa5mAEe_| 1576480 | 13
38580 |CI0 - Global - Aggregate - Giobal VAR AP0 | Level 1 Limk 123,881,184 | 13861184 | 13
36500 |0 - Giobal - 100 VAR 262012 | Level 1 Limk 110,645,560 _| 14,645,508 |14
58020 __|CI0) - Giobal Credt - Cred# Spread B2V - MTH - Total UZE201Z | Level 2 Umit 185,350 | Beds2m0 | 137
B Il - Inteeiabional - Aggregate - Tofal VaR, 72662012 | Level 1 Limk 121,318,416 | 11,318.416 |10
=l Euo Intemational - 100 - Total VAR IEZ012 | Level 1 Limit 17,573,656 | 7673656 | 7
36603 __ [0 - InFi - 100 - Credl VAR WZBZZ | LevelZLenk 112,761,400 | 2791400 |3
36800 |CYD - Infl - Aggregate - Credi VAR 26012 | Level 2Limk 115533400 | 5853400 | 5
3E020__|CI0 - Giobal Credi - Cradi Gpread BPV - MTM - Tolal V2772012 | Level 2 Limt 8,560,755 | 850073 | 11
36018 __|CI0 - Global CredR - Cradk Spread BEV - Total VZTZ01E | Lewel 2 Limi EECE G
38020 |CIO - Global Credit - Credt Spread EPY - MTM - Total 1302012 | Level 2 Limk 15,180,881 | 10,180,601 | 208
3010 _|CI0 - Giakal Credt- Greod Spread BPY - Total 3002012 | Level 2 Lim® [ 730,700 | 5347708 | 45
38020 |CV0 - Global Credi - Greci Spiead BRV - MTM - Total 73172012 | Lavel 2 Limk 47078 | 67678 | 194 |
58018 |CI0 - Global Credi - Credt Spread BPY - Tolal TRIE012 | Level 2 Limk BT 997 | dwargar | &
BA020__ |10 - Giobal Credh - Greod Spead BEV - MTM- Tot! 2012 | Level 2Limk 12,043,275 | 1.843,275 | 158
36019 IO - Global Gredh - Crean Spread BPY - Total 2H2012_| Level 2Limi A5368047 | 3168947 | 28
38018 [CIO - Global Credl - Gradit Spread BEV - Total 2272012_|_Lovel 3 Limk I BE5.708 | 2855708 | 24
38020 |CID - Global Gretit - Credit Spread BPY.- MTM - Total 22072 | Level 2Lim& | 5000000 | 12.606.801 | 7586501 | 152
38020 |CID - Clobal Creds - Cred® Sgread BPV - MTM - Toll 232012 | Level 2Umk | 5000000 | 14,084,638 | 0,084,638 | 181
8010 |uc-sbwam-miggmw-'rm 23012 | Level2Limd | 12,000,000 | 16,251,436 | 4.391,430 | 38
BE0TE__|CI0 - Globel Cres - Creal Spread 8PV - Total 2re12_| Lol 2Umk | 12,000,000 | 15597140 | 3877140 | 32
FBiA012 | Level 2 Lkt 000,000 | 13,624,400 | 8624400 | 172
21772012 | Level2Limd | 5,000,000 Hﬁﬁ'ﬁ'm 708
rodht Spraad BEV - Toal 2772012 | Level dLimt_| 12000000 | 17690484 | 5630484 | 47
redit Spread BPV - Total TRi12 | Level 2 Limd | 12,000, 8.677,782 | 6.617.762 | 56 |
odit Spread BPV - MTM - Total 22012 | Level2Uimt | 5000000 | 18435554 @ 728
0012 | LevelaUmk | 12,000,000 | 21397080 | 8,300,058 | 78
o 2Wi2012 | Level2Limd | 5,000,000 | 10,169,018 | 14,150,016 | 288
38020 |CI0 - Olobal Credh - Creall Spread BEV - MTM - Tolal Z02012 | Level 2Lmk_| 5,000,000 | 21,891,378 | 16,881,378 | 338
36018__|CI0 - Giobal Credh - Gred Spread BEY - Total 202012 | Level 2 Limk | 12,000,000 | 04083525 | 12,093.625 | 101 |
38019 |CID - Giobel Credi - Crodi Sproad BEV - Total TT32012 | Level2 Limk_| 12,000,000 | 25112784 | 13.112.764 | 108
38020 0 - Glabal Credit - Credit Spread BPY - MTM - Tatal 2Ma2012 Level 2 Limit 5,000,000 =22 872 17 872,887 357
36020 |10 - Giobal Credi - Gredn Spread BEV - MTM - Total 2742012 | Level2Limé | 5,000,000 | © B70_| 18,595.870 | 371
38018 10 - Global Gredit - Credit Spread BFV - Total 21472012 | Lewvel 2 Lime 12,000,000 | -25661:384 [ 13661384 | 114
BB |CI0 - Global Credit - Crogit Spread BPY - MTM - Total 21502012 | LovelZzUmt_| 5.000,000 | 25,212,164 | 20,212,764 | 404
38019 Eﬁ - Global Gredi - GredR Spread B8PV - Total ZNEE01Z | Level ZLmR | 12.000,000 | 27,353,401 | 16,355,801 | 138
30020 |CI0 - Global Credt - Credil Spread BPY - MTM - Toll 26012 | Level 2Lk | 5000000 | 2,254,596 | 10,254,000 | 385
38019 |CI0 - Gipbal Credh - Credh Spread BPY - Total JTR2012 | Level2Uime | 12,000,000 | -2,366,765 | 14,358,765 | 120 |
8019 __[CI0 - Global Cret - Credit Spread BPY - Tolal 22002012 | LevelZUrd_| 1Z.000,000 | -23.50,748 | 11,593,748 | 98
36020 |CIO - Global CredH - Credt BPV - MTM = Total 202012 | Level 2 Lime | 5,000,000 | -28442.743 | 18,442,748 | 368
3520 [ci0 - GibalCredt ol PV - MIN - Taal 3202 | LoeiZLva | 5000000 | 34,227,188 | 16237360 | 565 |
30018 |CIC - Global Credk - Credit Spread PV - Tolal FAE012 | Level ZUmt | 12000000 | -36,305,004 | 14365004 | 120
B8010_ |10 - Global Cred? - Creda Sgread B0V - Tolal 22272012 | Level 2 Umk_| 12,000,000 | 36,701,604 | 16,731,564 | 138 |
30020__|CI0 - Global Credt - Gredn Spread BFV - MTM - Total Ta2a3 | Level 3 Limk 26,508,560 506,560 | 432
38018 __|CIC - Global Credi - Credt Spiead BFY - Total 7a2012 | Lovel2Limd_| 12.000000 | 26,526,059 | 17,025,080 | 147
36020 __|CI0 - Glubal Crodh - Credit Spread BEY - MTM —Total 732012 | Lovel 2Umk_| S5D00,000 | 27 483,085 | 22,463,055 | 450
B8020 |CIO - Global Gredh - Credit Spread BPY - MTN- Total J74/2012 | Levei 2Limk_| 5000000 | -28.24,878 | 23,241,678 | 485
6019 __|CI0 - Global Grodi - Cred Spread BV - Total 2412012 | Lavel 2UmA_| 12,000,000 | 30,305,302 | 18,395,352 | 153 |
Gpread BEV - Total 27772012 | Level 2Limik | 12,000,000 | 53,127,844 | 41,127,644 | 343
36020 |10 - Giobal Credi - Credit Gpread BV - MTN - Tolal 227202 | LevelZLimk | 5000000 | 28741282 | 23,741 382 | a4
38010__|CI0 - Global Credk - Gredt Spread BPV - Tolal 2F02012 | Lovel 2Umk | 12,000,000 | 50,046,748 | 20,745,745 | 188
38020 - Giobal Credit - Credh Spread BEV - MTM - Tatal 26R012 | Level2UmR | 5,000,000 | -Z6082.913 | 34,682,913 | 494
it - Creall Speead BFY - MTHW - Total 2re012 | Level 2Uimk | 5,000,000 | DO51A.288 | 25,518,288 | 570
38018 __|CI0 - Giobal Crodit - Credit Spread BEV - Total 200012 | Level 2UmA_| 12000000 | 33735005 | 0735265 | 173
38020 |CIO0 - Global Credi - Creal Spread BEV - MTM - Toml 372017 _| LevelzUma | 5000000 | 8015662 | 24,615,662 | 468
38016 |CID - Giobal CrodiL - Credh Spread BPV - Tolal 172012_| Level 2LmA_| 12,000,000 | - 052 | 17630052 | 148
38018 |CI0 - Global Credi - Gredt Em BBV - Tatal 7 Lol 2 Limt | 12,000,000 | 31801, 15,001,835 | 168
38020 |CID) - Giobal Credi - Credit Spread BPV - MTM - Total 3272012 | Level2Lime_| 5000000 | 20,690,480 | 94,696,480 | 404
B019_|CH0 - Giobal Credi - Credil Spread BPV - Toml FER01E | Level 2UmR_| 12,000,000 | -31,752,128 | 16.752.125 | 168
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38018

[ 36020 |CI0 - Gbal Credi - Credl Bpread BPV - MTMW - Total W5/012_|_Level 2 Limk (&1 ]
38020 __|CI0 - Global Gredt - Credi Sprand BV - MTMW - Total /2012 | Level 2 Limk 501
WM R T B e o TN N
38018 _|CID - Giobal Credt - Credi Spread BPV - Total 3772012 _| Lével 2 Umt 168
3020__[CID - Giobal Cred? - Credit Spread BPV - MTM - Total F772012 | Lewsl 2 Limit 455
380I0__[CI0 - Glabal Credi - Credd Spread BPV - MTM - Total FBIZ012_| Levn 2 Limt 511
3608 lobal Credit - Credit Spread BRV - Total WBZ012_| Level 2 Limt 172
B019_[CI0 - Global Cred - Ciedh Spresd BV - Total V2012 | Level 2 Umt 178
38020 |CI0 - Global Credi - Credit Spreat BPY - MTM - Tofal 2012 Level 2 Limit 518
36018 [CI0 - Global Cred? . Credi Spread BFV - Tolal B2/2012 | Level 2Limk 172
38020 mw MTM - Total 322012 | Level ILimkt 510
[0 - Giobal Credt.. Credit Spread BV - MTM - Total JTN2012 | Lewvsl 2 Limk EE
10 - Giobal Credt - Credil Spread BPV - Total 32012 | Luvel 2L 173
[CI0 - Global Credit - Credit Spread BV - Total AAZ012 | Level 2 Limkt 173
[CIC - Global Credit - Credit Spraad BPV - MTM - Total 142012 | Lovel 2 Lk 512
10 - Giobal Credit - Gregit Spread BPV - MTW - Total 1572012 523
[CIG - Global Cradit - Credit Spread BPV - Total ERE7IIE] 178
B8020__|CI0 - Giobal Credit - Cregit Spread BPV - MTM - Total AM62012 530 |
38019 |CI0 - Giobal Crad - Crodd Spread BPV- Total 62012 60
38020 |CIO - Global Gredt - Credh Spread BPV - MTM - Total W01 En
36010 __|CI0 - Global Crodit - Grodit Spread BFV - Total 310201 205
38018 |CI0 - Global Grotit - Crodit BPV - Tatal AV 233
CIC - Global Grodit - Crodt Spead BV - MTM - Total 2000 [~e57 |
38019__|CIO - Global Credit - Crodit Spread BV - Total 2N 280
38020 __|GI0 - Glubal Credi - Gredd Sproed BPY - MTH - Total EFiIFIH 781
38016__|CIO - Global Credil - 10% CHW - MTM - Tolal (long/short) 2212012 | Lewel 2 Limk 32
38010 __|CI0 - Global Creda - Gredi Spread 8PV - Toial 3221012 | Level 2Limk 353
| 38020 __|CI0 - Global Crodit - Cred® Spread BPV - MTM - Total 32372012 | Level2 Lime 000 B8 | 47,080, o2
38018 |CI0 - Global Credit - Credit Spread BFV - Total AZU2012 | Levbl2 imk | 12000000 | 54,540,179 | 42,540,178 | 355
38018 |CID - Giobal Credit . 10% CSW - MTM- Total 37232012 | Level 2Limk | 200,000,000 | 271,619,243 | 71.018,243 | 36
38020 |10 - Giobal Credt - Gredd Spread BEY - mé ol WZUF012 | LevelZUmA | 5000000 | 52421825 | 4742 BaB
[CIO - Global Credit - Grodd Spread BV - MTM - Total 372672012 | Level2 Umk_| 6,000,000 | -52617,547 | 47,817,547 | 052
Ci0 - Giobal Credit - Credit Spread BEV - 1ol 22012 | LevelZLmk | 12,000,000 | 54,451,068 | 42,481,668 | 354
(C10 - Giobal Gredt - 10% CSW - MTN. - Total 2 Lime 20, #1,740,172 |21
CI0 - Global Credt - 10%. CSW - MTM-: Total (long/short) <2471 AT 672,260 24
38019 |CIO - Global Credt - Cradt BOV - Total ] 5,840,621 | 357
55020 |10 - Global Gredh - Credk Spread BV - MM - Total 2 B0e.05) | 47802655 | 2 |
38016__|CIC - Global Gredt - 10% CSVY - MT - Tolal jang/short) 64,066,276 | 33
38019 |CI0 - Global Cred? - Cradt Spread BPV - Total 43,376,196 | _061-
38020  |CIO - Global Credh - Cradit Spread BPV - MTM - Total 48485422 | DeD
38020__|CID - Global Cron® - Cradit Spread BV - MTW - Total 47845712 | 957
38019 __|CI0 - Global Credh - Credit Spread BV - Total @3,085,1771 | 558
38016__|CI0 - Globl Credt - 10% CBW - MTM - Tolal (long/short) 58,005,458 | 34
38010 __|CID - Global Crodi - Cradit Spread BV - Total 42,124,151 | 351
BB018__|CI0 - Global Grodl - 10% CEW - MTNE- Total 33552 | 27
36020 |CH0 - Global Credt - Cradit Spread BPV - MTM - Total 48,520,815 | 037
8010 |CI0 - Global Credt - Credit Spread 8PV - Tolal 42,080,121 | 358
30016 [CIO - Giobal Credit - 10% GSW- MM - Total 59,934,602 |30
38020 __[CI0 - Global Cred - Credit Spread BEY - MTM - Total 7 47,045,857 | 058
38015__|CI0 - Global Credh - 10% CSW- MTM - Total (oag/short) 62,574,737 |1
38018 |CID - Global Crod? - Credit Spread BPV - Total [] 357
3B020__|CID - Global Credt - Credit Spread BPV - M1 - Total 47,706,393 | 656
[ 38020__|CIO - Global Grodt -cmﬁn Tpead BV - MIM - Total | 78,077,405 | 658
38018 |CIO - Global Cresdit - 105 CSW - MTM - Total tshort) 75.111,493 |2
3A018_|CI0 - Global Cro! - Credk Spread BRV - Total 43,213,544 |_360
‘36018 M-om&wt-ﬁﬁm- MN-TM(W m 3%
BA020__|CI0 - Glabal Credt - Gredit Bproad BFY - MTM - Total 47,386,228 | 048
38010 |CID - Global CrodA - Credit Spread BEV - Total 42,AABE05 | 954
36020 |0 - Global Credit - Credlt Spread BPV - MTM - Total 7,366,226 |_ 048
38018 |CI0 - Global Credit.. 10% CSW - MTW - Total (long/shor] 80,300,510 | 38
38019 - Global Credil - Cradit raad BEV - Tatal i [FITX 354
368020 |CI - Gobal Credit - Credlt Spraad BPV - MT - Tetal I 47414217 | p4B
R R T T LA — T W R A )
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37891 [CIO - Global Cradit - 10% CSW- Total (long/shert)
36020 |CIO - Global Credit - Cradit Spread BFY - MTM - Total
38020

CI0 - Global Credit - Credit Spread BPV - MTM - Total

- Global Credit - 10% CESW-

10 - Glbal Cradit - 10% CSW - MTM - Total flongfshor])
38010 __|CI0 - Global Credit - Cred
[ 38018__|CI0 . Global Credit - 10% GSW - MTM - Total lengishert
37881 |CI0 - Giobal Gredd - 10% C5W - Total {long'short)
36020 __|CI0 - Giobal Cradit - Credl Spread BPY - MTM - Total
37801 _|CIO - Global Credit - 10% CSW - Total (long/sho
38018 __|CI0 . Giobal Credit - Credd Sp
CIO - Global Credit - Credit 3
3B016__|CI0 - Global Credit- 10% CSW - MTNL- Total {longlsho
38010 |CI0 - Global Credit- Credt Spread BPV - Tetal
38020 __|CI0 - Gicbal Credit- Credt Spread BPY - MTM - Total

ITEHL 10 - Global Credit - 10% CEW - Total
38020 - Global Ctedit - Cred? Sgread BFV - MTM- Total

38018 IO - Global Credit - 10% CSW - MTM - Total (long/short)

Crodit - 10% CSW - Tetal

38019 |CIO - Gickal Credit - Credat Spread BPY - Total

38018 10 - Global Credit - 10% CSW - MTM - Total long/short)

000,000

38020 [CIO - Global Credit - Credi Spread BV - MTM - Total

A7eR1__[CI0 - Global Credit - 10% CSW - Total fongfshort)

38018 Credit - 10% CSW - MTM - Total 4772012 | Leveizl
O - Giobal Credst - Credt BPV _ Total

5,000,000
00,600,000
100,000,000

38018 __[CIO - Global Credit - Cred? Sproad BFY - Total

Credit - Credt Spread B
38016 __|CID - Global Credi. 10% CEW - MTM_- Tolal flonglahior)

12,000,000
00,000,000
12,000,000

aTeE 1 - Global Credd - 10% CSW - Total long/shert]

Stress Breaches

38020 [CID - Global Credit - Creds Spesad BOY - MTM - Tatal

300,000,000
5,000,000

[ 38018 CIO - Giobal Cradit - 10% CSW - MTM - Total (long/short] 4AB2012 | LevelZ Limt | 200,000,000 ] 63885836 | 35
38018 |CH0) - Giobal Cradit - 10% CEW- MTM - Total (onglshod) w012 | Level 2 Limit | 200,000, 321 878,773 |12 873,773] 81
38018 [0 - Giobal Credit - Gredt Spread BPY - 106l 072012 | LevelZLimt | 12,000,000 | -56,084,560 | 44,024,550 | 367
38020 BFV.- MTM - Toml &N02012 | Level2Limit | 5,000,000 | 53.020.565 | 48,029,565 | 079

;i - Global Credit - 10% CSW - Total hart) AMORN2 | Level2Lim2 | 300,000,000 | 347342695 | 42342685 | 14
37501 - Giobal Credi - 10% CSW- Total @1172012 | Levei 2 Lin 000,000 | 978,850,545 | 75,850,545 | 78
Giobal Cindt - Credt Spread BPY - Total 4112012 | Level2 Lot | 12000000 | 50.236,000 | 47,208,000 | 394
38018 ~ Global Credi - 10% CEW - MTM - Total W12012 | Level Limit_|_200,000,000 390,044 | 156.300048| 78
38020 ~Glabal Cradt - Gregt Sprbad BPV - NTM - Total @A172012 | Level 2Limit | 5,000,000 135, 52,195,483 | 1043
A7681 [CIO - Global Cradit - 10% m - Total + ) A2 Lvvel 2 Limit 300,000,000 74 ATH 448 | 74 478 445 25
38020 |CI0 - Giobw Gradit - Crodit Spread BV - MTN - Total AAZHN2 | LevelZLimk | 5,000,000 | 57 470,566 | 52.470,580 | 1048
38018 __|CI0 - Globa) Credil - 10% CSW - MT - Tob [ongithi) 122012 | Levl2 Limt_| 200,000,000 | 953,037,682 | 163,037,662 77
36010__|CI0 - Global Credil - Credl Spread BPY - Toial @NZ2012 | LeveiZUini_| 12,000,000 | 59.052.844 | A7.652.844 | 397
38018 [CIO - Global Cradit - 10% CSW - MTM - Total [lebd t) AN | Level2 Limit | 200,000,000 | 385813527 (168813527 B4
3701 ~Global Ciadi - 10% CSW - Totl long/shorl) A13/2012 | Levei2 Limit_| 300,000,000 | 980,347,052 | 90,547,052 | 30
38020 ~Giobal Credi - Cradlt Spread BPV - MTW - Tatal AN3ZZ | LeveiZlio® | 5000000 | 7827043 | 63,927,242 | 058
19 __|CIO - Global Credil - Gredil Sprad BRV - Totl A32012 | LevelZLimt | 12000000 | 60,121,678 | 48,121,678 | 401
38020 |C1D) - Global Credit - Gredil Spread BEV < NTH - Total 462012 | LavelZLimit | 5,000,000 | 57,085,157 | 52,085.157 | 1060 |
38018__[GI0 - Global Credit - 10% GEW- MTM - Total (long/shor) AE2012 | Level2 Limit | 200,000,000 | -371,885,280 | 171,805,208| 88
36019 |CI0 - Global Credi - Credil Spread BFV - Total 4NEENZ | LevelzLimkt | 12000000 | 5010740 | 48,157,430 | 01
37001__|CI0 - Global Crean - 10% GSW - Total (¢ AMEE012 | Level 2 Uil | 500,000,000 | 393678447 | G3878.447 | 31
[CI0 - Global Credit - 10% CEW- MTM - Tatal ANMT2012 | Level 2 Limit | 200,000,000 | 382,785,153 | 162.795,153] 81
~Ciodt Spiead BPV - MTM - Total aNT2012 | Level2Uimt | 5000000 | 57676454 | 52678484 | 1054
36018 |CI0 - Giobal Credlt - Cred? Spread BFV - Total AN72012 | Level2 Limit | 12.000000 | 4mb05,623 | 47,885,623 | 398
37901010 - Giabml Grede - 10% GEW - T clal (@hgishan] &N77002 | Levsl ZLimh_| 300,000,000 | 364,861,630 | 84,
38000 __|CID - Giobal Gredt - Credit BPV . MTH - Totat AMEZ01Z | LevelZUmit | 5000000 | 58,501 238
B_|CIO - Giobal Credi - Credt Spiead BV - Total ANEZ013 | Level2 Limt | 12.000] 50,742,
37091__|CIO - Global Credit - 10% CSW- Total AMBE012 | Level 2 Uikt 000,000 _| 303,902,861
38018__|CI0 . Global Credi- 10% CSW - MTM - Total fongished) ANBR0TZ | Leveld Limkt | 200,000,000 | -372.081,660
36018010 - Global Gredt - Gaedi Spread BPY - Total ANGi2012 | Level 2 Limit | _12.000.000 | 61,189:391
36018 [0 - Global Credi - 10% CSW- MTM - Tolal fong/ahor) WNBE0Z | Levelz Limit | 200,000,000 | 380,193,818
ATG/2012 | Lovel 2 e | 500,000,000 | 401,635,186
Feaz | Level2Umit | 5,000,000 B, 000, 260

_B1,781,744
447,716,780
58 674882




‘00 8 ASYHO NVDHOW d I

A8 d31S3N03Y LNINLYIHL TYILNIAIANOD

££90000 H-ISd-OIO-Wdr

Cob Type Value Utilization | Excession %
Wz | Levdl 1L 'BOC,000,000 | 1, 180,071,380 | 380,071 388 | 48
A2 | Leveld 500,000,000 A48 [358,842,646] 72
WARNZ | Level 800,000,000 | Bas| 72
R0 | Lovel 500,000,000 | 1,180,071 071,380] &8
ANOENZ | Leval 000,000 | 1,598,802 110 10| &3
W02 | Level 900,000 |1 1 602.110] 53
AT2R012 | Level 500,000 | 1, 110]5a8,602,110] &3
SANA20M2 Level [ 1 000 | -1.5¢ Ha 802 110
ANBEI3 | Level 000,000,000 | 1, 110|528,602.110] 52
[k 000,000 [0 7,769 430,087,768 43
ARERI2 | Level £00,000 | 1,430,087,789 | 430,087 766 43
ANGR012 | Level 000,000 | 1,430,087, 780 | 430,087.766| 43
202012 | Level 000,000 | -1,430,087,789 | 430,087,769] 43
a2 | Level 000,000 | 1,430.087.769 | 430,087,768 43
AZIENZ | Level 000,000 | 1, 430,087,780 | 430,087.768] 43
“AZ4E0N3 | Level ] 000 | 4, 139 138] 05
AESEM2 | Level 000,000,000 |1 135[650,033.136 |85
A2 | Level 000,000 |1 150 650,033 130 65
AT | Level 000,000,000 | 1, 138 [E
AFE0NZ | Leval 900,000 | A38]850,033,1%9] 65
52012 | Level 000,600,000 139]650,033 13685
Cob T\fE Vi u [= 3
TWAZ011 | Level 1 Umé | 25000,000 | 38,540, 14340873 | &7
1ara2011 Lewva| 1 Lirmt 25,000,000 281 4 132 858 1
302012 m B000,000 | 79,056,111 | 18,656,111 | 33
CI0 - Intl- MTM - Frve Day Stop Loss Adv A28/2012 | Ofher 70,000,000 | 73,516,000 | 3518000 | &
SGA__|CIid - Il - Aggregate - Fiea Day Siop Lows Adv SEE12012 | Cther Thieshold| 70,000,000 | 70,009,000 | 9,000 0
32774 |CID - Giobal - MTM - Five Day Stop Loss Adv BIZ772012 | Otor Thisshol | 60,000,000 | 2835270 | 22995,270 | 38
32154 (010 - 1Nt - Aggregats - Five Day Siop Loss Adv 012 | Cther 70,000,000 | +72.785,000 | 2785000 | 4
002 Iao.:m-mrmrmo-;sm Lows Adv SATIA012 | Dther Thieshold | 70,000,000 | -73,485,000 | 3485000 | &
32114 |CID - Global - MTM - Five Day Stop Loas Adv 31282012 | Other Thieshol | B0.000,000 | -130,10,810 | 70,310,810 | 117
F2154__ 10 - It - Aggregats - Fve Day Siop Loss Adv W2B/2012 | Other Thieshol | 70,000,000 | 128,208,000 | 56,208,000 | 80
33002 [CID - Infl- MITM - Fave Day Siop Loss Adv. AA2012 |Other Thaeshokd| 70,000,000 | - 128,045,000 | 56,045,000 | 84
F3002 |0 - Int1 - TM - Fve Dy Stop Lows Adv 22012012 | Other T0.000,000 | 182,068,000
FI111_[CID - Giobal - Aggregate - Frve Day Siop Loss Adv 12 | Other Thteshoid| 150,000,000 | 197,256,504
32154 010 - ot Aggregate - Frve Day Stop Loss Adv IZB2012 | Dther Thieshold| 70,000,000 | -153,268,000
32114 |CID - Global - MTM - Five Day Stop Loss Agv 32072012 | Other 80,000,000 | ~185 674,233
F2114_ |00 - Giobal - MTH - Five Day S1op Lows Adv S/A0012 | Dher Tresshaid | 60,000,000 | 165,308,055
32998 [CID - Inf1 - WMTW - One Day Stop Loss Adv “3/30/2012 | Diher Thiashold| 70,000,000 | +141,658,000
32163 |CID - It - Aggregiita - One Day Siop Loss Adv 302012 | Other Thivshoid| 70,000,000 | -136,310,000
[~ 32113 |CIO - Global - MTM - One Day Stop Loss Ady 3302012 | Other Thieshold | 60.000,000 | - 118
S84 [CID - Intl - Aggregais - Frve Day Stop Lows Adv 3012012 | Other Threshokd | 70,000,000 | 160,703,000
32170 |CID - Global - Aggregats - Gne Day Siop Loss AdV "IR02012 | Other Thieshord | 100,000,000 | 128 070,618
32111 |0 - Giobal - Aggrogate - Five Diy Siop Loss. Adv B/A0/2012 | Other Threshoid | 150,000,000 | -T85,002,463
F3002_|CI0 - Int1 - MTM - Five Day Sitop Loss Adv WE0/2012 | Other 70,000,000 | 160,268,000
[CI - Inf1 - MITM - Fare Dty Slop Lass Adv A2A012 | Cther Thieshold | 70,000,000 | <148,952,000 | 78,352,000 | 108
32111 [C10 - Global - Aggregate - Five Day Stop Loss fdv AIH2 | Other Thueshoid | 150,000,000 | 150,547,265 [ 547,385 o
32114 |CID - Giobal - MTH - Fien Day Stop Loss AgY 47272012 | Dther Theshoid| 80,000,000 | -152,816,860 | 92,919,609 | 155
32164 |CID - Intl< Aggregais - Five Day Stop Loss Adv W/Z012 | Other Thieshoid | 70,000,000 | ~144, 745,000 | 74,745,000 | 107
F3002 IO - Ik - MTH - Five Day Stop Loss Adv 432012 |Other T 70000000 | 117,383,000 | 47,383,000 | 68
T154  |CIO - Intl- Aggregaia - Frve Day Stop Less Adv 32012 | Dther Threshoid | 70,000,000 | -114 848,000 | 44,848,000 | 64
AL S S
T4 |CI0 - Giobal - MTM - Fws Day Stop Loss Adv AAZ012 | Other Thieshoid| 80,000,000 | ~108,807,507 | 48,607 507 | 63
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33002 |CIC - Intl - MTM - Fve Day Stop Loss Adv AAZ0NZ | Cther Thieshold :JW‘

T2114 1D - Giobal - MTM - Five Day Stop Lows Adv. HAIZ012 | Other ThreshoW | 80,000,000

S7114  |CI0 - Giobal- MTH - Frve Day Siop Loss Adv 4RI2012 | Other Threshold| 60,000,000

32173 |CI0 - Giobal- MTH - Gine Day Stop Loss Adv 42012 | Other Thrashold | 60,000,000

F2568 1D - ki - MTM - Gine Day Stop Loss Adv IT0Z012 | Other Thrashod | 70,000,000

114 [CIO - Global - MTM - Five Day Stop Loss Adv 4MD2012 |Othar Theeshold | 60,000,000

T153  |CI0 - Inti - Aggragate - One Day Stop Loss A &02012 | Dther ThieshoWd| 70,000,000

an3s (CIO - NA - MTM - Five' Dl)‘&m Loss Adv ANO2012 | Other Threshald 25,000,000

10 [CID - Global - Aggregate - Gna Day Siop Loss Ay A0/2012 | Oeher Thieshold | 100,000,000 305,162,061

F3138 |CID - MA - MTM - Five Day Stop Loss Adv 41172012 | Other Thioshold| 25,000,000 '_as'fézl_.da_ 3621416 | 14

355 [CIO- Infi- Aggragate - Twenty Day Stop Loss Adv 41372012 |Cther Thieshokd | 70,000,000 | 77,788,000 | 7,768,000 | 11

T4 [CI0 - Giobal- MTM - Frve Day Stop Lows Adv 32012 |Giber Tveahold| 60000000 | B8.761,182 | 8761363 | 1B

33003 |CID - Inti- MTM - Twenly Day Stop Loss Adv 32012 | Other Theashoil mom_mn“{_ﬂi'ﬁw =

114 |0 - Giobal - MTM - Frve Day Stop Loss Adv 46/2012 |Other Theshod| 80,000,000 | 96,721,319 | 38,721,318 | 65
(5154 |CIO - Inf1- Aggragate - Fve Day Siop Loss Adv ANBE012 | Other Theesh 70,000,000 | 93,076,000 | 23,078000 | 34

112 [CI0 - Global - Aggregale - Twenly Day Stop Loss Adv #1B/2012 | Other Thieshokl | 150,000,000 | 176,238,380 | 28,236,280 | 18

002 |CIO - Inki - MTM - Five Dy Stop Loss Adv AAB/2012 |Other Thioshold | 70,000,000 | 96,354,000 | 28,354000 | 41

32174 |CID - Global - MTM - Five Day Siop Loss Agv ANTIZ012 | Other Threshold | 60,000,000 | 84,257 602 | 24,257,602 | 40 |

32164 |CI0 - Intl - Apgregale - Fe Dy Sop Lose Adv AR772012 |Other Threshokd| 70,000,000 WLWT

33002 |CIC - Inti- MTM- Five Day Stop Lows Adv ANTI012 |Other Thisshod | 70,000,000 | 85152000 | 15.152.000 | 22 |

32112 |CI0 - Giobal- Aggregate - Twonty Day Stop Loss Adv 411872012 | Other Thiesheld | 150,000,000 | -155,581,346 | 5,581,348 4

FH002  |CIO - Int1- MTHA- Five Day Stop Loss Adv ABZ012 |Other Threshold | 70,000,000 | 104,012,000 | 34012000 | 48

32154 [CHO - Inti - Aggragale - Fve Day Slop Loss Adv AEE0T |Gl Thisshold | 70,000,000 | 100.470,000 | 30470000 | 44
[~ 32774 |CIO - Giobal- MTM - Fiwe Day Stop Loss Adv ANBIZ012 | Other Threshold | 80,000,000 W}Tmﬁ 78
" 32112 |CI0 - Giobal- Aggregats - Twanty Day Stop Loss Adv AN8IZ012 | Othes Threshor | 150,000,000 E«WJ 54504,780 | 38 |

2114 |CIO - Giobal- MTM- Five Day Siop Loss Adv ANGIZ012 | Other 60,000,000 m}mm—m L)

FI002 |CI0 - Inti- MTM - Five Day Stop Loss Adv AAG2012 |Ofher Thisshowd | 70,000,000 | -128,811,000 | 56,811,000 | 81
[~ 33154 [CIO - Inti - Aggregaie - Fve Day Siop Loss Adv aw2012 |Ofher Threshold | 70,000,000 | 128,440,000 | 68,440,000 | 98 |
[~ 53174 |CI0 - Giobal- MTM - Five Day Stop Loss Adv TE0T2 |Other Thieshow| 80,000,000 | 110,608,348 | 50,005,348 | 85 |

32112 |CI0 - Global - Aggregate - Twenty Day Stop Loss Ady AT2V2012 | Other Threshoid | 150,000,000 W 12284 | 55 |

32154 |CIO - Intl - Aggregate - Five Day Stop Loss Adv A720/2012 |Other Thieshold | 70,000,000 | 125,400,000 IWT
33002 |CI0 - Int1- MITM - Five Day Stop Loss Adv A30/Z012 |Ofher Thisshold | 70,000,000 | -108,7+5,000 | 39,715,000 | &7

374 JCID - Giobal - MTM - Fve Day Stop Loss Adv 4TZ372012 | Other Thoeshoid | 80,000,000 Wl‘ﬁa__gﬁ

32113 |CI0 - Global- MTW - Gme Day Stop Loss ASv (232013 | Other Threshaid | 60,000,000 | 180,161 902 | 100,197,602] 187

32110 |CI0 - Global - Aggregate - One Day Stop Loss Adv 42372012 | Other Threshoid | 100,000,000 | 156,582,802 | 56,582,602 | 57
S35t {Ci0 T Aregss- Fie Day Sap Loe Ade | W30 [owerTrresio|To06.000 | %5800 | Tasenceo | 5]
[T=5772_[Ci0 - Ginbal- Aagregate - Twenly Day Stop Loss Adv 422012 | Other Thisshowd | 150,000,000 | -282.712.984 | A3 212,964 | 55
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53 [CI0 - It - Aggregate - One Day Stop Loss Adv WZA2012 | Gther Threshol | 70,000,000 | 155,547,000 | 85,547,000 | 122
32008 [CIO - Infl - MTM - Orie Day Stop Loss Adv 42372012 | Diher Threshold | 70,000,000 | -158.150,000 | 88,1 27
33002 [0 - Infl - MTM - Five Dy Stop Loss Adv A2ZA2012 | ther Threshaid | 70,000,000 | 70,640,000 | 40,000 | 1
TA111_|CI0 - Global- Aggregate - Five Day Siop Loss Adv ATAIZ012 | Other Thieshoid | 150,000,000 | 180,804,474 | 0,804,474 |21
33002 cm-mn-ﬁa-mu-rsmpuam 2 | Ciher Threshoid | 70,000, 63,642 13,842, F3)
32113 |CI0 - Global . MTM - O Day Stop Loss Adv WZATHINT | Other Threshoid | 60,000,000 | 78,615,158 | 18,815,158 | =1
55098 [CI0 - Inf1 - MTM - One Day Stop Loss Adv W3472012 | Other Threshowl | 70,000,000 | 90,472,000 | 10,472,000 | 15
3153 |CIo- - ate - One Day Stop Loss Adv 242013 | Othar Threshokd | 70,000,000 | 82,760,000 | 12,756,000 | 18
52154 [CI0 - In¥l- Aggregate - Five Day Stop Loss ASv WZATZ012 | Other Threshoid | 70,000,000 | 59,708,000 | 29,708,000 | 42
F2114__[GI0 - Giobal - MTM - Five Dy Stop Lows Adv WFA2012 | Cther Threshold| 80,000,000 | B4034,318 | 24,034,318 | 40
=10 |c1c| ~Giobal - Aggregate - Dne Day Stop Loss Adv &Z52012 | Other Threshold| 100,000,000 | 175865397 | 78,865.311 | 78
E2153__[Gio - Infl- e - Orié Dy Stop Loss Ady W2EI2012 | Other Threshold | 70,000,000 | 176,715,000 | 106.715,000] 162
008 _|Ci0-Inn - %m- Gne Day Stop Loss Adv WZS/2012 | Other Threshakd| 70,000,000 | A77.697,000 | 107,527, =l
32113 |CI0 - Global - MTM - One Day Stop Loss Adv AE2012 | Other Thieshold | 60,000,000 | 178,877 311 |118877,311] 185
111 |CI0 - Giobal- Aggtegaie - Five Day Siop Lows Adv W252012 | Other Thieshoid| 160,000,000 | 152,144,176 | 2144116 | 1
32154__[CI0 - inf1 - Aggregate - Fvo Day Stop Loss Adv WISE012 | Other Threshald| 70,000,000 | 71,897,000 | 1397000 | 2
170 _[C10 - Giobal - Aggregate - Onw Day Sop Lots AdY /7672012 | Oiher Threshokd| 100,000,000 | 186,510,108 | 66,510,108 | BT

— 3113 |CI0 - Giobal MTM - One Day Stop Loss ASv 42572012 | ther Theeshold | 60,000,000 | -168:914,108 | 106.814,108] 178
3216310 - Infi - Aggrepale - Gne Day Siop Loss Adv 4rZB2012_| Other Theshold | 70,000,000 | 164,524,000 | #4,504,000 | 135
32808 |CIO0 - Infl - MTM - Gna Day Stop Loss Adv APE2012 | Crher Threshold | 70,000,000 | -184527,000 | 84927000 | 138
32113 |CI0 - Global- MTM - One Day Stop Loss Adv A/32012 _|Other Thimshold | 60,000,000 | -218,143,442 | 158,143,442
32170 |CI0 - Global- ate - Ona Day Stop Loss Adv A3V2012 | Other Thiesheld | 100,000,000 | -219,704,442 |119,294,442] 118
F2008__|CH0 - Infl- MM - One Diay Biop Loss Adv A30r2012 | Other Thisshol | 70,000,000 | -210,240,000 | 149,340,000] 213
32153 _|CI0 - It - Aggregate - Oné Day Siop Loss Adv 302072 | Other 70,000,000 | 230,991,000 15&39:,@5 FiE]
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Levval 1 - Global - 100 VAR 118 - 119 25,000,000 88,425 880
Lirviel 1 Ci0 - Global - 100 VAR 1124 - 128 105,000,000 112,885,029
Level 1 CI0 - Global - Aggregate - Comtined CIC & MER. VAR 1A&- 115 145,000,000 147 ,123,82:
Level 1 CIO - Global - regate - Combined CIO & MSR VAR (127 - 128 165,000,000 172520512
Level 1 Ci0 - Gidbal - jate - Giobal VAR 1725 - 1128 110,000,000 116,667,216
Level 1 Q- Intemational - Aggregate - Total VaR 118123 100,000,000 101,848,740
vl 1 CIO - international - e - Total VaR 1025 - 1128 110,000,000 117:412 828
Lenval 1 - International - 100 - Total VAR 118 - 123,
Livvisl 1 - Intesrational - 100 - Total VAR 125 - 1128
Level 1 CIO - Giobal - Max Stess Loss - MTM.
Level 1 CIO - Global - Max Stress Loss - MTM 415 412, A1G
Loval 1 - Gichal - Max Stress Loss -
goregale
Level 2 C1O - Int1 - Apgregate - Crede VAR 1025- 1128
Laved 2 CIO - Int] - 10Q - Cradit VAR 1M2- 118
Level CIO - Int| - 100 - Credit VAR 126
Leval CIG - Infl - 10G - VAR 11730 125
Level [CIC - Global Cradit - 109% CSW - MTM a0
Level - Global Credt - 10% CSW - Tetal 4110 - 4130
Level CIO) - Clobal Credit - Cradi d - MTM - Total 116 - 4130
- 118 118, 1125 - 4130
10/3- 1031

103

- 10/
1004, 10110 - 10014 1018 - 10728

1073 - 1031

C10 - Giobal - - Fva Day Loss Adv /28 - 472, 424, 150,000,000 171 044
CI0 - Global - i - 5P LE 41 AI25, 4128, 430 100,000,000
- Clobal - ate - Tyenty Da Adv 4116, 418 - 150,000,000 550,789
- Globa - - Five Da = A4 45, N0, 413 - A124 160,000,000 104181
IO - Global - MTM - Gre Daj Loss Adv A0, ATZ3-4728  ar30 150,000,000 AHI B3 441!
- Initt - Aggr - Five Da: Loss Adv 335 - A3 | ANBAFS 710,000,000 (11 200
CAO - Infl - i - One Da Loss Adv V30, 410, 4723 - A6 4130 70,000,000 191,261,714,
CI0 - Inkl - e - Twenty Da Adv an 70,000,000 77,768
—inti - BATM - Five Day Stop Loss Adv 5726 - 28 ANE- A/2a 70,000,000 (110,166,08
0 - Inkl - IATM - Da Ay VA0, 410, 423-AP6 4530 70,000,000 (184 378,
CIO - Inf1 - MTM - Twanty D o Loss an3 70,000,000
A MTW - Frve Da: Loss Adv 20 41 25,000,000 (31,299,841
G0 - A - T - Twert R 103,104 25,000,000 | 863,



From: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
Sent: Thu, 12 Jan 2012 15:42:54 GMT
To: Weiland, Peter <peter.weiland@jpmchase.com>

cc: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>; Hagan, Patrick S
= <patrlck s.hagan@jpmorgan.com>

Subject: RE: JPMC Firmwide VaR - Daily Update - COB 01/09/2012

No, in terms of VAR . Will come back to you with a better explanation .From our point of view we did not have any P/Lvol to
increase the overall VAR so much . Pat's model is in line with the 70 VAR and has a much better explanation for these changes
. Hopefully we get this approved as we speak .

in terms of book positioning as| explained the book is long risk now but has increased the short in HY and rebalanced on the '
rest . This should not have had a great increase in the VAR of our postions . :

From: Weiland, Peter

Sent: 12 January 2012 14:45

To: Martin-Artajo, Javier X

Subject: Fw: JPMC Firmwide VaR - Daily Update - COB 01/09/2012

?
Is this not. correct? = Redacted by the Permanent
Peter Weiland Subcommittee on Investigations
JPMorgan
0:+1 212 834 5549
m: +1

From: Stephan, Kelth

Sent: Wednesday, January 11, 2012 07:29 AM

To: Weiland, Peter

Subject: RE: JPMC Firmwide VaR - Daily Update - COB 01/09/2012

This is what | sent to Javier and bruno yest

From: Stephan, Keith

Sent: 10 January 2012 17:17

To: Iksil, Bruno M; Grout; Julien G

Cc: Chandna, Sameer X; D'costa, Karolyn K; Lee, Janet X; Kalimtgis, Evan; Martin-Artajo, Javier X
Subject: FW: Core Credit Var Summary 06 January

Below are the major drivers in the Increase in VAR since mid December for Credit Tranche portfolios — since 21 December,
the book var has moved from $76mm to 93mm, nearly +25% increase driven by position changes and through the inclusion of
mkt data in the last week of 2001 with rally in OTR HY indices.

The big drivers, are increases in notional of HY OTR short risk in indices +2.6bio not’l, +14MM VAR. At the same time the
increase in index short risk (and long HY10 7Y reduction) has driven and increase in the positive benefit in the credit crisis
stress loss scenario from 1.1bio to +$1.5hio.

MPermanent Subcommittee on Investigations

Confidential Treatment Requested by J. EXHIBIT #40 JPM-CIO-PSI 0000093




In Marginal terms, the $17mm move since Dec 21 is driven by:

1) Stg 15D $14mm (increased short risk positions across HY14-HY17 by $2.65bn)

©2) Stg 18US $1mm

3) Stg 27D $2mm (reduced Long risk pos in HY10 7Y + Price changes**see details below)

4) Note: 14EU does have a net increase in XO16 pos by $260mm but increase in MN16 long risk pos by $2.0bn more
than offsets the var moves from XO. )

Details: ‘
Main days of big movesin Var:
Decl9 Var of $70.0mm
* Dec21 Var of $75.8mm
Dec22 Var of $78.4mm
Dec30 Var of $82.7mm
_Jan06 Var of $92.9mm

1)Changes from Decl9 to Dec21 of $5.8mm mainly driven by StngD Increased Short Risk position by $1bn across HY14-HY17
indices.

2)Changes from Dec21 to Dec22 of $2.6mm mainly driven by StngD Increased Short Risk position by $600mm in HY15 and
HY17 indices.

3)Changes from Dec30 to Jan06 of $10.7mm mainly driven by
Stg 14 EU +1.8mm - X016 5Y - Increased short risk position by 150mm. Spread tightening of 16bps.

Stg 158 +1.2mm - Price widening of +0.875pts in HY10 7Y - short risk index position of $4.4B and short risk
position 5Snr Trn 35-100 of $3.7B ) .

Stg 27D +2.7mm - shorter risk by $950mm across HY9 and HY10 7Y

Stg 15D +3.3mm - shorter risk by $438mm across HY16 and HY17 - Price improvement across most HY [ndices

(HY15 +0.875pt, HY16 +1pt, HY17 +1.125pt)

From: Weiland, Peter

Sent: 11 January 2012 12:26

To: Stephan, Keith

Subject: FW: JPMC Firmwide VaR - Daily Update COB 01/09/2012

Hyi 2 an

s = Redacted by e Derinsie 51
Peter Weiland Subcommittee on Investigations
Tel: +1 212 834 5549
wob: +1 I

From: Weiland, Peter

Sent: Tuesday, January 10, 2012 9:38 PM

To: Drew, Ina

Cc: Wilmot, John

Subject: Re: JPMC Firmwide VaR - Daily Update - COB 01/09/2012

Yes, | have details and can give you tomarrow., Short story Is that the increase in VaR corresponds to increased credit -
protection on HY, in particular trades executed between Dec. 19 and Jan. 6. ‘

This has been obviously a significant increase and | sent Javier an email today to highlight the RWA implications.

Confidential Treatment Requested by J.P. Morgan & Co. JPM-CIO-PSI 0000094



===== = Redacted by the Permanent
Subcommittee on Investigations

Pete

Peter Weiland
IPMorgan

o:+1 212 834 5549

rm; -+ |

From: Drew, Ina

Sent: Tuesday, January 10, 2012 07:36° PM

To: Weiland, Peter

Cc: Wilmot, John

Subject: Fw: JPMC Firmwide VaR - Daily Update - COB 01]09/2012

This says cio var still 887 can u give me breakdown fomorrow

From: Market Risk Management - Reporting

To: Market Risk Management - Reporting; Dimon, Jamie; Zubrow, Bamry L; Staley, Jes, Drew, Ina; Rauchenberger, Louis; Lake,
Marianne; Hogan, John J.; Weiland, Peter; Weisbrod, David A.; Bacon, Ashley; Beck, David J; Braunstein, Douglas; Morzaria, Tushar
R; Wilmot, John; Dellosso. Donna; Bls:gnano, Frank ]

Cc: Doyle, Robin A.; Waring, Mick; Market Risk Reporting; Sreckovic, Steven; McCaffrey, Lauren A; Tocchio, Samantha X;
Chiavenato, RscardoS Chen, Dan

Sent: Tue Jan 10 19; 32 44 2012

Subject: JPMC Firmwide VaR - Daily Update - COB 01/09/2012

i idé Va

» The Firm's 95% 10Q VaR as of cob 01/09/2012 is $123mm or 98% of the $125mm limit, an increase of $5mm from the
prior day's revised VaR.

« The increase in the Firm's VaR is primarily driven by IB (I

» Each LOB's contribution to the Firm's !123rnm VaR (as shown by marginal VaR) are: 1B

I ! O ($57mm mVaR, primarily driven by CIO

International credit tranche book), RFS , Private Equity

» The stand alone VaR for each LOB are as follows: I8 is | EEEEERERNRRI 'O is $88mm (vs. $95mm limit), RFS
W -5 - S -

and AM is

100 Externally Disclosed VaR
The below table shows the 95% 10Q VaR for the current quarter compared with the prior quarter and the correspondmg
quarter of prior year.

Confidential Treatment Requested by J.P. Morgan & Co. JPM-CIO-PSI 0000095
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Please contact the MRM External Reporting team with any questions.

Confidential Treatment Requested By J.P. NMorgan & Co. _ JPM-CIO-PSI 0000096‘
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95% 10Q VaR 1Q12 a1 A7
{$mm) Spot Avg ‘Spot Avg Spot: Avg
IB VaR by risk type:
Fixed incgme 49 43 49 56 65 49
Foreign exchange 15 15 19 12 11 11
Equities 24 19 19 19 22 29
Commodities & other. 23 -23 2z .= 10 13
Diversification banefit to [B trading VaR. {687). (62 {(55)  (80) 37) (38)
IB Trading VaR 54 54 54 57 61 64
CRG /.39 2 39 28 26
Diversification benefit to IB trading & CPG VaR ue)  unl @ en o m
Total |B trading & CPG VaR 73 76 76" 75 82 83
Mortgage Production and Senicing VaR 15 15 16 74 18 16
Chief Investment Office (CIO) VaR. a3 88 7 69 55, 60
Diversification benefit to total other VaR 1) E)] (10) (30 (13) (14)
Total other VaR 96 93 83 113 60 62
Diversification benefit to total 1B and other VaR (46) (53) 46) (39 {56) (57)
| Total IB and other VaR 123 116 113 148 86 88




From: Goldman, Irvin J <irvin.j.goldman@jpmchase.com>
Sent:  Fri, 20 Jan 2012 13:08:35 GMT

To: Wilmot, John <JOHN.WILMOT@jpmorgan.com>
Subject: FW: Breach of firm var

FYI

----- Original Message—-—

From: Stephan, Keith

‘Sent: Friday, January 20, 2012 07:01 AM Eastern Standard Tme
To: Goldman, Irvin J; Wenand Peter :

Cc: Martin-Artajo, Jawer x; Macns, Achilles O; Kalimtgis, Evan
Subject: FW: Breach of firm var

Irv & Pete

Below please find details of the VaR limit breach. The VaR increase is driven by Core Credit (tranche) in EMEA. The VaR has
increased steadily since the end of December as positions in CDX.HY on-the-run indices have been added to the portfolio to
balance the book, which has been taken longer risk since the expiry of CDX.HY.11 3Y positions which matured 21 Dec 2011,

Key Points:

1. Theincrease in VaR is largely attributed to increased short risk positions in CDX.HY indices — which we have discussed
w/ the desk and which were added specifically to reduce the outright long CS01 profile of the book (as we are -
additionally over the MtM CSO1 limit and actively reducirig this risk to move within the $5MM €501 threshold)

2. We are reviewing the details of the current VaR number and actively working with the desk to reduce the current VaR
based on current marginals, while continuing to address the CS01 as above; N.B. the action taken thus far has further
contributed to the Positive Stress benefit in the Credit Crisis (Large Flattemng Sell-off) for this portfolio which has
increased from +5$1.4bio to +$1.6bio from 17-19 Jan.

3. Weare in late stages of model approval for {ull revaluation which will have the effect reducing the standalone VaR for
Core Credit from circa $96MM to approx $70MM — impact analysis on the marginal contribution ta the Firm is ongoing

“and will be distributed later today. ‘ .

| expect that we will resolve through active risk management the breach of VaR limit using current method over the next two
trading sessions, depending on hqwdity )

Furthermore, | believe that the process of model approval is neanng completion and that this w:ll be implemented in the next
1-2wks in production.

My recommendation therefore is that we do not address, nor upsize the limit for CIO ~but that we continue to work in
partnership with the desk to manage to the current $95mm limit over the next two to three trading sessions — and that we
discuss further with the model review group (MRG) today the schedule for completion of approval of the new model with a
view toward implementation next week if possible. My team and | are disaggregating strategy level marginal VaR (reported

- daily) to the level of position / instrument level marginal VaR to provide the desk with precise list of actions that can be taken
to most effectively reduce VaR while maintaining balance of other risk measures. This will be complete by mid-afternoon

Permanent Subcommittee on Investigations
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London time today.
Evolution of Current VaR using production model:

* cid:image00L.png@01CCD767.766510C0

The details of the drivers of the VaR increases, using current model for measurement are as follows:
) 1 3 -+ mm move:
1) +4mm from Stg 15D ~ Increased HY14 — HY16 short risk position by $1.075bn

Jan17 to Joni8 (from $91.8mm to S94.7mm) +$3mm move:
1) +2mm from Stg 18US — Increzsed 1G17 5Y short risk position by $2.25bn
2) +1mm from Stg 14EU — Increased Itraxx MIN16 long risk position by $785mm

Janl 91, ¢ ve:
1) -4mm from Stg 15D : Reduced HY17 Index short risk position by $1.3bn

Jan06 to Jan16 (from S93mm to $%6mm) - +S3mm move:
*1) +3mm from Stg 15D o

Increase in HY Index short risk positions of $1.1bn (HY1435300mm, HY15 $250mm, HY16 5450mm, HY17 $50mm)
"2) +2mm from Stg 18US

Increase in 1G9 10Y Index long risk by $6.7bn

Increase in IG17 5Y short risk position by SB.Dbn prqu_rides diversification
3) +1mm from Stg 14EU

‘Decrease In MN9 5Y Index long risk position by 57 25bn

Decrease in MN Qutright index shost positions provide diverslfication (S15-516 5/10Y ~ net decrease of
$775mm a ) :

4) -3mm from worst day folloffs (5™, 19t and 29™ days)

1) Stg 15D $14mm (increased short risk positions across HY14-HY17 by $2.65bn)
2) Stg 18US $1mm

3) Stz 27D $2mm (reduced Long risk pos in HY10 7Y + Price tlghtlznlng in recent weeks meant that this posrtlon
delivered pesitive offset on worst days

4) Note: L4EU does have a net increase in X016 pos by $260mm but increase in MNIE long rlsk pus by $2.0bn more .
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than offsets the var moves from X0.

From: Goldman, Irvin J

Sent: 20 January 2012 03:08

To; Stephan, Keith; Weiland, Peter

€c: Macris, Achilles O; Martin-Artajo, Javier X; Kalimtgis, Evan
Subject: Breach of firm var

All,

This is the third consecutive breach notice ( below) that has gone to Jamie and OC members, We need to get Ina
specific answers to the cause of the breach, how it will be resolved and by when. She requested the answers today -

Friday and WOuId like Achilles and Javier to vett the international credit explanations.
Irv

- mmmmen = Redacted by the Permanent
Subcommittee on [nvestigations

Firmwide 95% 10Q VaR

» The Firm's 5% 10Q VaR as of cob 01/18/2012 has mcreased by $5mm from the prior day s VaR to $138mm and
has breached the $125mm Firm VaR limit for the third consecutive day.

- CIO's 95% 10Q VaR as of cob 01/18/2012 has increased by $7mm from the prior day 5 VaR to $102mm and has "
breached the $35mm CIO VzR limit for the third consecutive day.

- The increase in the Firm's VaR is primarily driven by an overall reduction in diversification benefi t across the an
- and position changes in CIO and MSR.

- Each LOB's contribution to the Firm's $138mm VaR (as shown by marginal VaR) are: TB
CIO ($85mm mVaR, prlmanly driven by CIO

niernational credit tranche book), RFS

- The stand alone VaR for cach LOB are as follows: 1B Y is 5102mm (vs. $95mm
limit), RFS SS is Private Equity is || G
I 0 AV

10Q Externally Disclosed VaR

The below table shows the 95% 10Q VaR for the current quarter corrrpared with the prior quarter and the
corrcspondmg guarter of prior year.

Please contact the MRM External Reporting team with any questions.

Confidential Treatment Requested By ‘ i JPM-CIO 0000143
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From: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
Sent:  Mon, 23 Jan 2012 09:58:33 GMT

To: Hagan, Patrick S <patrick.s.hagan@jpmorgan.com>

Subject: CIO VaR

FYI. Dual plan ..... as discussed keep the pressure on our friends in Model Validation and QR .

From: Hogan, John J.

Sent: 20 January 2012 23:15
To: Goldman, Irvin J

Cc: Drew, Ina; Macris, Achilles O
Subject: Re: CIO VaR

OK thx Irv. Good weekend!

From: Goldman, Irvin ]

To: Hogan, John J.

Cc: Drew, Ina; Macris, Achilles O
Sent: Fri Jan 20 17:27:09 2012
Subject: CI0 VaR

John,

Achilles and | have reviewed the CIO limit breach for the past four days. CIO has been managing a dual
process of increasing overall credit spread protection while managing Basel 11l RWA targets. The actlon taken thus far has
further contributed to the Positive Stress benefit in the Credit Crisis (Large Flattening Sell-off) for this portfolio which has
increased from +$1.4bio to +51.6bic and created higher VaR resulting in the breach period.

Two important remedies are being taking to reduce VAR and have CIO get well within its limits while continuing to manage for
Basel lll RWA,
1. position offsets to reduce Var are happening daily.
2. Most importantly, a new improved Var model that CIO has been developing is in
the near term process of getting approved by MRG and is expected to be implemented by the end of the
January.. '

Irvin Goldman | J.P.Morgan | Chief Invesiment Office | 270 Park Ave. | ® Tel: +1 212 834 2331 | &5 irvinj.goldman@jpmchase.com

Permanent Subcommittee on Investigations
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From: Hogan, John J. <John.J.Hogan@jpmorgan.com>
Sent:  Sat, 28 Jan 2012 16:19:28 GMT

Bacon, Ashley <Ashley.Bacon@jpmorgan.com>; Goldman, Irvin ]
<irvin.j.goldman@jpmchase.com>

Subject: Re: CIO VaR heads up and update

To:

Thx and can you guys compare notes on any methodology difference btwn IB and CIO and let me know what you find? Thx, Jo_hn

From: Bacon, Ashley

To: Hogan, John J.; Goldman, Irvin ]

Sent: Sat Jan 28 11:15:12 2012

Subject: Re: CI0 VaR heads up and update

If this change is what | think it is (full reval credit p&I calculation for the shocks derived from the VaR days, instead of
sensitivities times shocks), then the IB is already on the new methodology so no change for us.

| will confirm, and let you know if not.

From: Hogan, John J.

Sent: Saturday, January 28, 2012 03:43 PM
To: Goldman, Irvin J; Bacon; Ashley
Subject: Re: CIO VaR heads up and update

Is this change in methodology applicable to IB's VaR as well. What was the primary change that we made? Thx, John

From: Goldman, Irvin J

To: Hogan, John J.; Drew, Ina

Sent: Fri Jan 27 13:35:40 2012
Subject: CI0 VaR heads up and update

From: Stephan, Keith

Sent: Friday, January 27, 2012 1:30 PM

To: Goldman, Irvin J; Weiland, Peter

Cc: Kalimtgis, Evan; Martin-Artajo, Javier X; Macris, Achilles O; Lee, Janet X; Chandna, Sameer X
Subject: Update on *old/current methodology VaR* increase for COB 27 Jan

Importance: High

Bejow please find-an-Update.on (e ncreaseinVar fonee dit from- 103 Bmm Y002 60m; Final VaR vectors globally
have not been processed yet for COB 26 .lan, however ClO is over rts temporary fimit, and could cause the Firm to do the
same. As such | wanted to communicate this to you to ensure we are all on the same page about what is happening.

The *old methodology* currently in production: VaR has increased by +$3mm, to $107.6mm driven by increase in CDX IG 59
10Y index long risk (+1.8bio notional). This is consistent w/ the VaR increases of the last several days, under the old
methodology, wherein the VaR increases approx 1mm per billion of notional in 1G9 10y. | estimate this will put ClO Global
over its temporary $110mm limit and probably closer to $115mm—note: not all vectors globally are loaded yet for the 26 Jan

Permanent Subcommittee on Investigations
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cob —so I'm estimating here. This means that the formal notification of limit excess will be generated and distributed to you
for approval.

Importantly, for the same COB 26 January, the *new / full revaluation methodology* shows VaR decreased {$1.3MM) from
70.8mm to 69.5mm. | estimate that this would make CIO global VAR closer to $76MM vs. the currently reported number
>5115.

We have completed all technology changes to support the daily production of the VaR under new methodology beginning
from Monday.

Thanks and please let me know if you have any questions.

Keith

Keith Stephan

Chief Investment Office

JPMorgan Chase

100 Wood Street, London, EC2V 7AN
Tel B: +44(0)207 325 8812

Mob B: +44(0)759 592 1539

Email [=2: keith,stephan@jpmordan.com

.Confidential Treatment Requested by J.P. Morgan & Co. ' JPM-CIO-PSI 0000178
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From: Deyv, Ashish K <ashish.k.dev@jpmchase.com>

Sent:  Mon, 30 Jan 2012 16:50:13 GMT

To: Weiland, Peter <peter.weiland@jpmchase.com>

cC: Rajesh, Govindan X <govindan.rajesh@jpmchase.com>

Subject: RE: draft of the MRG review of the HVAR methodology for the CIO core credit books

Pete — | talked to Rajesh and we agree that the new VaR is a clear improvement over the production version.
" Please go ahead with the implementation of the new HVaR methodology for the CIO credit books. Best regards! i
Ashish. |
|

From: Weiland, Peter

Sent: Monday, January 30, 2012 11:40 AM

To: Dev, Ashish K

Cc: Rajesh, Govindan X; Stephan, Keith; Goldman, Irvin J; Lee, Janet X; Chandna, Sameer X
Subject: RE: draft of the MRG review of the HVAR methodology for the CIO core credit books

| just sat with Rajesh to discuss. Ashish we tried to call you but | guess you were away from your desk.
We are going to proceed with the new VaR vector. Rajesh will endeavor to distribute a new version of the approval
document, but he has gotten some comfort from the data that he received from Pat this morning that Numerix and West End

agree.

In any event the new VaR is a clear improvement over the production version, which helps to make us comfortable with the

decision.
Best, 1
Pete
s = Redacted by the Permanent
Peter Weiland ‘Subcommittee on Investigations

Tel: +1 212 834 5549

vob: +1 |

From: Dev, Ashish K

Sent: Monday, January 30, 2012 10:43 AM

To: Weiland, Peter

Cc: Rajesh, Govindan X

Subject: RE: draft of the MRG review of the HVAR methodology for the CIO core credit books

Pete - | believe you have been looking for me. | am sorry | had a 8:30AM meeting outside the office which went on
. past the 10AM end. | did not get a chance to talk to Rajesh either. But my view is that if January tests look all right,
we should go ahead and implement the new model even before the MRG review is completed. Regards! Ashish.

From: Weiland, Peter

Sent: Monday, January 30, 2012 7:40 AM

To: Dev, Ashish K )

Subject: FW: draft of the MRG review of the HVAR methodology for the CI0 core credit books

Hi Ashish — :

Permanent Subcommittee on Investigations
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Do you have any thoughts on this matter? | don’t know how material the requested testing note is to the validity of the VaR,
but if possible we would like to move forward with the new VaR, which is a significant improvement on the production
version,

I have reminded Pat of the urgency of producing the testing note.

"Please let me know if we can proceed with this impurtanf upgrade.

" Thanks,
Pete
wmeme = Redacted by the Permanent
i Subcommilteg on Investigations
Tel: +1 212 834 5549 ;
Mob: +1

From: Rajesh, Govindan X

Sent: Friday, January 27, 2012 10:59 AM

To: Welland, Peter; Dev, Ashish K .
Subject: RE: draft of the MRG review of the HVAR methodology for the CIO core credit books

Pete,
| guess this is a question for Ashish.

Ashish, : 5
We've circulated a draft of the review, but it will take another couple of days to publish, since we are waiting for one

additional testing note from Pat. Do you think it is OK for CIO to go live today?

Rajesh

. From: Weiland, Peter

Sent: Friday, January 27, 2012 10:48 AM
To: Rajesh, Govindan X . .
Subject: Re: draft of the MRG review of the HVAR methodology for the CIO core credit books

Can we start using today? )

Peter Weiland wmeme = Redacted by the Permanent
JPMorgan Subcommittee on Investigations
0:+1 212 834 5549

m: +1 A

From: Rajesh, Govindan X

Sent: Friday, January 27, 2012 09:39 AM

To: Stephan, Keith; Pirjol, Dan -

Cc: Weiland, Peter; Hagan, Patrick S

Subject: RE: draft of the MRG review of the HVAR methodology for the CIO core credit books -

PS: we're still waiting for the testing note showing that the pricer used for VaR matches the Numerix model. Of course, we'll
update the review to make it clear that an in-depth review of that will be done separately.

Rajesh

JPM-CIO-PSI 0000188



From: Rajesh, Govindan X

Sent: Friday, January 27, 2012 9:38 AM ’ H
To: Stephan, Keith; Pirjol, Dan |
Cc: Weiland, Peter; Hagan, Patrick S; Martin-Artajo, Javier X; Shen, Charles; Bangia, Anil K; Christory, Jean-Francois A; Scott, Brian
GO

Subject: RE: draft of the MRG review of the HVAR meumdology for the CIO core credit books

Thanks Keith. The last 3 were actually recommendations, not action plans, but it is goad to have committed tlme[mes on
them.

Regarding the second AP, could you confirm that for illiquid series with material exposures, you will use the Credit Hybrids
risk mapping tool to map them to the on-the-runs?

Thanks,
Rajesh

From: Stephan, Keith

Sent: Friday, January 27, 2012 9:29 AM

To: Pirjol, Dan;. Rajesh, Govindan X

Cc: Weiland, Peter; Hagan, Patrick S; Martin-Artajo, Javier X; Shen, Charles; Bangia, Anil K; Christory, Jean-Francois A; Scott, Brian
o -

Subject: FW: draft of the MRG review of the HVAR methodology for the CIO core credit books

Importance: High

Hi Dan and Rajesh

Please can you review the below action plan responses which | hope will satisfy final approval of the model? Importantly, |

anticipate that point one (automation / industrialization) will be delivered by Monday a.m. as the team are well ahead of

schedule — this work has been happening in the background through the testing phase. I've tried to put reasonable estimates

around each of the points below — and given the priority of this initiative, | would suggest that each will be completed with
* dedicated focus, and | would envision that we will deliver mare quickly than the (worst-case) timelines I've provided below.

Happy to discuss if you need further information.
Thanks '
Keith

o Operational risk. The VaR computation is currently done off spreadsheets using a manual process. Thus |
it is error prone, and not easily scalable.
o ACTION PLAN: CIO should upgrade the infrastructure to enable the VaR calculation to be automated, i
and less subject to operational errors. Item Owner: Patrick Hagan, Completion Date: TBD I
o
The MRM coverage team, technology and QR resources have identified an implementation plan, and will be warking through
the weekend of 29 Jan 2012 to complete automation required to run the VaR simulation daily, and to store results and vectors
in a database. The MRM coverage tearn has agreed and SLA (service-level agreement) with the analytics team to produce the
vector by 10h00 GMT daily, to provide time to analyse results and to ensure quality control before upload to MaRRS.
Estimated completion: Tuesday 31 January 2012. (Owner: Samir Patel, Patrick Hagan)

Confidential Treatment Requested by J.P. Morgan & Co. JPM-CIO-PSI 0000189
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o ACTION PLAN: CIO should establish a process to monitor the size of the positions with exposure to the
illiquid time series, and if the exposures are material should risk map the positions to on-the-run time
series. Item Owner: Patrick Hagan, Completion Date: TBD

The MRM coverage team, and QR resources have agreed an action plan to 1) define “illiquid instruments’ and 2) to monitor
size of exposures to illiguid instruments on the basis of CS01 and Corr1% sensitivies. Where exposures to illiquid instruments
exceed agreed thresholds, instruments will be mapped to ‘on-the-run (correlation) series’ instruments’ time-series (currently
ITX.MN 59, CDX.IG 59, and CDX.HY 59) consistent with market convention, and the IB Credit Hybrids business. Estimated
completion: Friday 24 February 2012. {Owner: Julien Grout, Sameer Chanda) )

o ACTION PLAN: CIO should re-examine the data quality and explore alternative data sources. For days
with large discrepancies between dealer marks and IB marks, the integrity of the data used for HVA
calculation should be verified. )

The MRM coverage team, and QR resources will compare market data time-series history vs. DataQuery, and dealer-marks.
This process has been conducted previously, and will be re-visited to ensure the integrity of time-series. Given illiquidity of
certain instrumentation, and especially in cases where CIO maintains positions in instruments where IB Credit Hybrids may
not, we have found irregular patterns in DataQuery data, and amended our market data / time-series to reflect Dealer mid
marks. An action plan to perform periodic review of time-series vs. DataQuery and dealer-marks has been agreed, to ensure
on-going continuity of time-series history. The team will conduct a regular, 1x monthly review of time-series, attended by
Front Office, MRM coverage, and QR resources to discuss discrepancies. Discrepancies which cannot be resolved will be
escalated to the CIO Valuation Control Group for independent verification of prices / spreads. Further, in cases where time-
series have been overridden by committee or by Valuation Control Group, the team will put forward an action plan to ensure
adequate control, record-keeping and audit trail for time-series amendments which deviate from DataQuery. Estimated
completion: Friday 24 February 2012, (Owner: Keith Stephan, Julien Grout)

o ACTION PLAN: For the purpose of capital calculation at firm-wide level, the CIO risk measures
including VaR will have to aggregated with the risk metrics of the 1B portfolio.For consistency the
VaR methodologies used by the two groups must be reasonably similar. We recommend that CIO
investigates using absolute daily changes for the base correlations, similar to the methodology adopted
in IB.

The MRM coverage team, and QR resources will compare the current relative shifts in base correlation vs. the absolute shifts.
This is a medium-term action plan target, and given estimated work-load may require a number weeks to complete. An action
plan to review the results will be agreed between MRM coverage, QR resources and Front Office. The findings of that study
will be published to Model Review Group, and will form the basis of further discussion, related to course of action,
practicability, and resonableness of a move toward absolute base correlation shifts. If it is determined at the conclusion of
the study, that a move to absolute correlation shifts is required, a further action plan will be established to commence the
project to make this variation in computation and market data‘collection. Estimated completion: Friday 27 April 2012.
{Owner: Patrick Hagan, Keith Stephan, Julien Grout)

From: Pirjol, Dan

Sent: 25 January 2012 19:33

To: Hagan, Patrick S; Weiland, Peter; Stephan, Keith; Bangia, Anil K; Bessin, Jean-Francois X
Cc: Rajesh, Govindan X; Shen, Charles; Scott, Brian GO

Subject: draft of the MRG review of the HVAR methodology for the CIO core credit books

All,

JPM-CIO-PSI 0000190



please find attached a first draft of the MRG review of the HVAR methodology for the C10 core credit books. Please send me
your comments and suggestions by the end of the
" day Friday Jan.27.

Pat, please let me know if you agree with the formulation of the action plans, and what are your suggested completion dates.

Best regards,
Dan

Confidential Treatment Requested by J.P. Morgan & Co. JPM-CIO-PSI 0000191



From: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
Sent:  Wed, 18 Apr 2012 21:51:26 GMT

To: Hagan, Patrick S <patrick.s.hagan@jpmorgan.com>

§--‘fiect: Fw: CIO VaR

What happened here ?

From: Stephan, Keith

Sent; Wednesday, April 18, 2012 08:03 PM
To: Macris, Achilles O; Martin-Artajo, Javier X
Cc: Weiland, Peter

Subject: FW: CIO VaR

FYl -we discovered an issue related to the VAR market data used in the calculation which we need to discuss. This means
our reported standalone var for the five business days in the period 10-16th April was understated by apprx $10mm. This
increases our marginal contribution to the Firm by $3.5mm. The unfortunate part is the firm is running close to its limit (CIO
is within it's limit as it stands) and this will put the firm over. Which is something Pete is going to explain to Irv, Ashley, et
al. as it will require approval / one-off limit extension / or permanent var limit increase for the Firm.

The market data used by Pat / Samir in the methodology for revaluation of the VAR was not inclusive of the major moves of
10 april that caused the realized pnl of -395mm. We have corrected this - and I'm investigating how / why this happened.

Standalone Synthetic Credit VaR 10/04/2012  11/04/2012  12/04/2012  13(04/2012  16/04/2012  17/04/2012
HVaR-95 Uploaded 55,840,398 55058312 55,180,605 58,812,234 50,120,650 64,146,238

H  7I5Restated by QR 66,598,296 66,502,483 ©64,193.746 68404469 68,853,160

Va.Jiff 10,757,898 11,444,171 9,013,141 9502235 9,732,501

Thanks

Keith

From: Stephan, Keith ' 5
Sent: 18 April 2012 18:02 ;
To: Weiland, Peter

Cc: Man, George KB
Subject: FW: CIO VaR

Hi Pete - we have been going through the market data related to the realized pnl of 10 april (-6395mm) as this was not
properly reflected in our market data environment for the VaR historical simulation. We have corrected the simulated pnl ;
for the 10th April to be consistent with the mkt moves that drove the PnL on that date. The restated P&L vector for coh 10-
Apr was included in today’s cob 17-Apr VaR submission.

This loss increased Synthetic Credit / CIO Var by $5mm and marginal VaR contribution to Firm by $3.7mm assuming all VaR
feeds are now in the latest snapshot.

£ Oicture (Device Independent Bitmap)

s
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From: Hagan, Patrick S

Sent:  Thu, 22 Dec 2011 13:39:05 GMT

To: Grout, Julien G <julien.g.grout@jpmchase.com>
Subject: FW: RWA - Tranche Book

--—-Original Message-—-

From: Drew, Ina

Sent: Thursday, December 22, 2011 1:06 PM

To: Martin-Artajo, Javier X; Wilmot, John

Cc: Macris, Achilles O; macris@ (BN <si, Bruno M; Hagan, Patrick S
Subject: RE: RWA - Tranche Book

Can you break out the cost again please of each
13 bil .

1 bil hg

1 bil clo mtm

-—--Original Message-—--

From: Martin-Artajo, Javier X

Sent: Thursday, December 22, 2011 8:00 AM

To: Drew, Ina; Wilmot, Yohn

Cc: Macris, Achilles O; macris@ il ; 1xsi!, Bruno M; Hagan, Patrick S
Subject: RE: RWA - Tranche Book

CLOs and Tranches MTM SAA . HG Mandate AFS SAA .
Will come back with total cost under normal trading and 90 days window .

-—-Original Message-----

From: Drew, Ina

Sent; 22 December 2011 12:49

To: Martin-Artajo, Javier X; Wilmot, John

Cc: Macris, Achilles O; macris@\j Il xsi1, Bruno M; Hagan, Patrick S
Subject: Re; RWA - Tranche Book

Total cost including hg and clo. (All in trading not saa, correct?)

--—- Original Message -----

From: Martin-Artajo, Javier X

To: Drew, Ina; Wilmot, John

Cc: Macris, Achilles O; macris@ {151, Bruno M; Hagan, Patrick S
Sent: Thu Dec 22 07:46:36 2011

Subject: RWA - Tranche Book

JPM-CIO-PSI 0000032
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Ina/John

We are in a position to reduce 15 Bln by end of Q1 by :

- Reducing Tranche Book 13 Bin
- Reducing CLO Book 1 Bln ( as per the CLO conversation )
- Reducing HG Book 1 Bln ( as per our HG Bank conversation)

Tranche Book

Under normal circumstances the Credit Derivatives Book will reduce three months of duration ,
expire the March rolls , improve both the Capital CRM and VAR/Stress numbers , and will
require some further reductions and optimization in the actual position ratios .

The estimates of reductions will be :

Model reduction QR CRM ( acknoledged already ) 5 ( Pat estimate)
Model reduction QR VAR 0.5 ( Pat estimate)

Model Reduction QR Stress 1.5 (Pat estimate)

Reduction for duration shortening 1 Actual

Book Optimization 3 Estimate

Book Reduction 2 Trading reduction

TOTAL 13 Billion RWA end Q1 2012

The actual cost for these reductions will probably lower than 100 MM if the Book Reduction
needed and is limited to reducing the Book after all the previous changes in three Strategies ( See
attachment if needed ) . :

This does not include the challenging but benefit of getting the actual diversification value that
currently QR is not asigning to CIO and will be part of our effort to convince QR/Risk/CFO of
the merits of this benefit . We will need to plan for a New York deep dive coordination with Risk
Management , Finance and QR for end of January/Beginning of February .

Regards

Javier
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--—Original Message-----

From: Drew, Ina

Sent: 22 December 2011 00:55

To: Martin-Artajo, Javier X; rnacns@_
Cc: Wilmot, John

Subject: Rwa

We are running an additional rwa reduction scenario. Can u send John and I a scenario whereby
the tranche book and other trading assets are reduced by an incremental 15 bil-in the first
‘quarter? Not a stress scenario, so assuming normal (whatever that is now - not year end)
liquidity. Pls list by trading strategy, ie; credit tranche, other trading positions, with cost estimate
- (background: trying to work with ccar submission for firm that is acceptable for an increased
buyback plan). Need in early ny morning -
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From: Weiland, Peter <peter.weiland@jpmchase.com>
Sent:  Fri, 02 Mar 2012 21:31:43 GMT
To: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>

Goldman, Irvin J <irvin.j.goldman@jpmchase.com>; Enfield, Keith '
CC: <Keith.Enfield@jpmorgan.com>; Stephan, Keith <keith.stephan@jpmorgan.com>; Hagan,
Patrick S <patrick.s.hagan@jpmorgan.com>; Wilmot, John <JOHN.WILMOT@jpmorgan.com>

Subject: Fw: CIO CRM results

Javier - :

We got some CRM numbers and they look like garbage as far as | can tell, 2-3x what we saw before. They came from the
technology guy running the process, so probably QR has not even reviewed the results.

Obviously a lot of work to be done here.

Pete

Peter Weiland

JPMorgan

0:+1212 834 5549

m: +1

From: Weiland, Peter

Sent: Friday, March 02, 2012 03:50 PM

To: Krug, Kevin

Cc: Bangia, Anil K; Kabia, Amy A; Enfield, Keith
Subject: RE: CIO CRM results

Thanks Kevin. We will definitely need to look carefully into these numbers.

These results, if | understand them, suggest that there are scenarios where the ClO tranche book could lose $6B in one year.
That would be very difficult for us to imagine given our own analysis of the portfolio.

Pete

smmmme = Redacted by the Permanent
Peter Weiland Subcommittee on Investigations
Tel: +1 212 834 5549
Mob: +1 IR

From: Krug, Kevin

Sent: Friday, March 02, 2012 3:44 PM

To: Weiland, Peter

Cc: Bangia, Anil K; Kabia, Amy A; Enfield, Keith
Subject: CIO CRM results

Hi Pete,

Sorry for the late response, but | wanted to be able to provide some additional information with the numbers, which took
some time to gather. As you can see your CRM numbers have increased significantly with the new hierarchy runs. It looks like
there was already a trend upward that the new numbers are consistent with, éithough I'm sure that’s not the right way to
look at it. QR is investigating the drivers of the change and will provide further information as it becomes available. The tables

below show the product counts for the 18™ of Jan (last day of old hierarchy) and the 22" of Feb {last completed run with the
new hierarchy). There were also 4 positions rejected due to missing ccy’s on 1/18 and 6 positions rejected on 2/22 due to

- Permanent Subcommittee on Investigations
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missing spread curves. These positions can be seen by filtering on the last column of the attached file. You should at [east
make sure that we have all of your positions.

Regards,
Kevin

CIO CRM
(SMM)

Date

0Old Hierarchy

New Hierarchy

Jan 4th
Jan 11th
Jan 18th
Jan 25th
Feb 1st
Feb 8th
Feb 15th
Feb 22nd

1,966
2,344
3,154

N/A
5,732

Needs Re-run
Needs Re-run

6,301

Count of PCM P

roduct

Jan 18, 2012

CDSINDEX

TRANCHE

Grand Total

XJCFADX/EUR
CRD

CDS
INDX .

13

16833

B445

25291

Count of PCM P

roduct

Feb 22, 2012

CcDS

CDSINDEX

TRANCHE

Grand Total

Synthetic Credit

19160

7758

26827
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From: Vigneron, Olivier X <olivier.x.vigneron@jpmorgan.com>
Sent: Wed, 07 Mar 2012 17:08:15 GMT

To: Venkatakrishnan, CS <cs.venkatakrishnan@jpmorgan.com>
Subject: RE: New CRM numbers ...

great thanks

From: Venkatakrishnan, CS

Sent: 07 March 2012 16:57

To: Vigneron, Olivier X

Subject: RE: New CRM numbers ...

I will ask if you and | can see him on Friday. Venkat

From: Vigneron, Olivier X

Sent: 07 March 2012 16:56

To: Venkatakrishnan, CS; Christory, Jean-Francois A
Subject: RE: New CRM numbers ...

| know of him but have not yet met him...

From: Venkatakrishnan, CS

Sent: 07 March 2012 16:48

To: Vigneron, Olivier X; Christory, Jean-Francois A
Subject: RE: New CRM numbers ...

Ashley has invited Javier to my meeting with him. | will tell him that this is a priority and mention you, Olivier. Do you
know Javier?

From: Vigneron, Olivier X

Sent: 07 March 2012 16:47 ;

To: Venkatakrishnan, CS; Christory, Jean-Francois A
Subject: RE: New CRM numbers ...

meeting this guy is one of my top priority on CIO side. | need to sharpen my tools before hand but | am comfortable to
face him...

From: Venkatakrishnan, CS

Sent: 07 March 2012 16:35

To: Christory, Jean-Francois A

Cc: Vigneron, Olivier X _
Subject: FW: New CRM numbers ...

| am cc’ing the firepower ;-)

We obviously need to address his issues. Has the model been discussed with him? Has he raised this with us before? Or
is that an example of “institutional inertia” also? ;-)

Permanent Subcommittee on Investigations

CONFIDENTIAL TREATMENT REQUES' EXHIBIT #48
Pt JPM-CIO-PSI 0036342



From: Christory, Jean-Francois A -
Sent: 07 March 2012 16:19

To: Venkatakrishnan, CS

Subject: FW: New CRM numbers ...

FYI. Historically we have not replied to this type of e-mails and worked our way through Pete Weiland on the risk side to
get comfortable with the positions. We can obviously decide to change the strategy now if we are going to have more
firepower on the frontlines.

JF

From: Hagan, Patrick S

Sent: Wednesday, March 07, 2012 11:12 AM

To: Martin-Artajo, Javier X; Weiland, Peter; Iksil, Bruno M; Grout, Julien G
Cc: Bangia, Anil K; Christory, Jean-Francois A; Stephan, Keith; Broder, Bruce
Subject: New CRM numbers ...

The CRM represents the worst loss over a 12m horizon at the 99.9% confidence level. With their new model, QR is
reporting that we have a stand alone CRM of roughly 6bn. This is radically higher than the worst loss we see at the same
confidence level; the loss we see is far below 2bn.

The worst case scenario as identified by QR at the 1 in a 1000 level is
CDX HY spreads widen by a factor of 2.02
CDX IG spreads widen by a factor of 2.37
Itraxx MN spreads widen by a factor of 3.46

There are also 3HY defaults, 2 IG defaults, and 4 Itraxx defaults

Using a top down, full repricing approach, we calculate the 12 month loss in this case as between 2.54bn and 2.78bn,
depending on various assumptions about the full scenario. Note that QR does not construct the full 12m profit/loss
under each scenario; instead QR "re-centers" the results. This neglects carry, a key feature of our books. Also, even
though our book benefits from defaults, by subtracting the mean outcome from the P/L, their calculation gives us event
risk to defaults. This is why we prefer our approach.

We see the bad scenarios generated by QR as being much much rarer than indicated in their model. For example, in our
model, the probability of the spreads widening as in the QR scenario is much less than 1 part in 1000. Under our model,
the QR scenario is at

3.76 standard deviations (probability: 0.000084) if we do not include mean reversion in our model

4,93 standard deviations (probability: 0.000000416) if we do include mean reversion in our model
Moreover, including the probabities of realizing the defaults indicated in the QR scenario would greatly lower these
probabilities further.

Suppose we construct the scenario by going in the same direction as the QR scenario, but stopping at the 0.001
probability level. If we did not model mean reversion, this would yield the scenario

CDX HY spreads widen by a factor of 1.79, and there are 3 HY defaults

CDX IG spreads widen by a factor of 2.05, and there are 2 |G defaults

Itraxx MN spreads widen by a factor of 2.79, and there are 4 Itraxx defaults
This scenario would result in a 12month loss of around 1.28bn.

Moreover, if we model mean reversion, then going in the same direction as the QR scenario, but stopping at the 0.001
probability level would yield the scenario

CDX HY spreads widen by a factor of 1.57, and there are 3 HY defaults

CDX |G spreads widen by a factor of 1.73, and there are 2 1G defaults

Itraxx MN spreads widen by a factor of 2.20, and there are 4 Itraxx defaults

CONFIDENTIAL TREATMENT REQUESTED BY
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This is not a particularly bad scenario for us, with the damage caused by the Itraxx widening being offset by positive
default payments and CDX widening. It yields a 12m loss of 0.14bn.

Examination of the path by path data provided by QR makes it appear that QR is using a Gaussian copula model, or some
variant. This is distrubing. The Gaussian copula model, along with the popular variants, has been thoroughly discredited.
Reasons cited are:

* it has no physical or economic basis or justification,

* it is mathematically inconsistent,

* it is not arbitrage free,

* it is a static model, neglecting the dominant risk of the credit markets,

* it has failed in practice, being commonly cited a one of the proximate causes of hundreds of billions USD losses in the
industry.

Let us be clear here: Using the Gaussian copula model for hedging and trading purposes, requires fidelity between the
model and the market place for relatively small market moves. The Gaussian copula model failed at this task. Hoping
that the model is somehow valid for extrapolating down to the 0.001 level risks is madness. The only conceivable excuse
for it is institutional inertia. '

Patrick S. Hagan

Chief Investment Office,
J.P. Morgan

100 Wood Street
London EC2V 7AN
United Kingdom

+44 (0)20 7777 1563
patrick.s.hagan@jpmorgan.com
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From: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>

Sent:  Thu, 08 Mar 2012 12:10:08 GMT

Drew, Ina <Ina.Drew(@jpmorgan.com>; Macris, Achilles O

<achilles.o.macris@jpmorgan.com>

cc: Goldman, Irvin J <irvin.j.goldman@jpmchase.com>; Weiland, Peter
' <peter.weiland@jpmchase.com>

Subject: RE: CIO CRM results

To:

Ina,

| have a full presentation to explain the issues at SAA today .

The change in notional is not correct and the CRM is therefore too high . We need to understand better the wav
they are looking at the scenario that creates the CRM and we also disagree with them on this . More work In
progress until we can understand how to improve the number but the if the result of an increase is due to an
increase in the long index but not on the tranches this makes no sense since this is not part of the CRM measure
and once we reconcile the portfolio this should be very clear of what we would do . First, go back to the results
of end of year so that we go to a more neutral position before trying to do what we have done with the
reduction of RWA due to VAR and StressVAR . ( We are getting positive results here in line with expectations ) .

regards

From: Drew, Ina

Sent: 08 March 2012 00:29

To: Macris, Achilles O; Martin-Artajo, Javier X
Cc: Goldman, Irvin J; Weiland, Peter
Subject: Fw: CIO CRM results

Not consistant with your take. Let's discuss thurs.

From: Venkatakrishnan, CS

To: Drew, Ina; Hogan, John J.; Bacon, Ashley; Goldman, Irvin J; Weiland, Peter
Sent: Wed Mar 07 19:12:25 2012

Subject: Fw: CIO CRM results

Ina,

There are two related issues. The first is the $3bn increase in CRM RWA between Jan and Feb, from $3.1bn to
$6.3bn. The second is that your group believes that the absolute level of CRM RWA we calculate was high to
begin with in Jan. The second question requires us to explain our models to the satisfaction of your team. | am in
London and spoke with Javier today and we will make this an urgent matter.

Based on our models, though, we believe that the $3bn increase in RWA is entirely explained by a $33bn
notional increase in short protection (long risk) in your portfolio between Jan and Feb, See table below.

Peter Weiland and your mid-office confirm this $33bn notional increase in long index risk. Further we both agree
that this position change results in a change of about $150mm (a decrease) in 10%CSW. Per our models, a

Permanent Subcommittee on Investigations
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roughly 10% capital charge ($3bn) on this $33bn increase in risk is reasonable,

Also, to be clear, there has been no medel change on our end; the change in RWA for tranches has hardly -
changed over the month.

| understand that we need to build your confidence in our models themselves but, given our models, we believe
the increase in RWA is well explained by the build up in your risk positions.

“1will call you tomorrow from London to follow up, but you can reach me at 917_

Thanks,

s = Redacted by the Perman-ent_
e Subcommittee on Investigations

From: Bangia, Anil K

Sent: Wednesday, March 07, 2012 06:35 PM
To: Venkatakrishnan, CS

Subject: CIO CRM results

Standalone CRM

(SMM) Net Notional($MM) Position Count

Jan 18th Feb 22nd Jan 18th _ Feb 22nd _  Posltion Jan 18th _ Feb 22n
All CIO Positions 3,154 6,301 Increase 25291 2692
Index CDS: Al Positions s 2,043 6224 16,833 19,1€
Index CDS: Common Positions 851 646 15817 1581
Index CDS: Rolloff Positions* 4037 55,081 1,016
Index CDS: New Positions 9,578 sge1s_ 33,527 334
Index Tranche: All Positions 2814 2818 8,445 7.7¢
Index Tranche: Common Posltions 1872 2174 7334 7,328
Index Tranche: Rolloff Positions™ 1,484 1,111
Index Tranche: New Positions 1,418 4z

* Includes 421 Dummy PCM Trades that were removed from PCM fead (4 CDS/227 Index CDS/MS0 Tfanéhes)
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From: Hagan, Patrick S <patrick.s.hagan@jpmorgan.com>
Sent: Wed, 21 Mar 2012 12:10:40 GMT

Goldman, Irvin J <irvin.j.goldman@jpmchase.com>; Stephan, Keith <keith.stephan@jpmorgan.com>;
Venkatakrishnan, CS <cs.venkatakrishnan@jpmorgan.com>; Christory, Jean-Francois A <jean-

L francois.christory@jpmorgan.com>; Bangia, Anil K <anil.k.bangia@jpmorgan.com>; Broder, Bruce
<bruce.broder@jpmorgan.com>; Enfield, Keith <Keith . Enfield@jpmorgan.com>
cC: Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>; Weiland, Peter

<peter.weiland@jpmchase.com>; Pat Hagan <pathagan1954@yahoo.com>
Subject: Optimizing regulatory capital

To optimize the firm-wide capital charge, | believe we should optimize the split between the tranche and index books.
The bank as a whole may be leaving 56.3bn on the table, much of which may be recoverable.
Here is the situaton:

total IB ClOo
Alternative CRM floor: $41.7bn $28.3 $13.4
Model CRM: $35.4bn $18.3 $15.6
Effective CRM $41.7bn - $28.3 $13.5
IRC $18.75

Note that the effective CRM is currently controlled by the Alternative CRM floor. We should be able to move some
directional trades out of the index book (to lower the IRC charge), and into the tranch book. This should increase the
model CRM, but not the alternative CRM. Intuitively, the optimum split would have the Model CRM and Floor CRM
nearly equal.

| think QR is in a unique position to perform this optimization. Here's what | think can be done.

a) the split between the index book (subject to IRC) and the tranch book (subject to CRM) should be a theoretical split, a
matter of labeling for the capital calculations. If there is a natural split which helps us think about the positions, that's
different, but for the purposes of the capital calculation, the books should be combined and split on the optimal basis;

b) If X our suggested index-only portfolio that is split off the combined book, then the theoretical split would be

New tranch + hedge book = Old combined book - aX,

New index book = aX,
where "a" would be 100% if we'd guessed the correct amount of directional hedges to remove from the combined book.
But the idea would be for QR to find the value of "a" which results in the minimum post-diversification captial charge for
the bank as a whole. With the capabilities shown to me by QR, | believe that they can accomplish this quite readily. The
idea would be for them to do the optimization every week when they calculate the charges. (Who gets the savings is a
different discussion.) QR may have the capacity to put this in place by quarter end.

c) Our book has four main axes. The eventual aim would be to provide QR with four index-only portfolios U, V, X, Yand .
create the theoretical portfolios:

New tranch + hedge book = Old combined book - aU - bV - cX - dY

New index book = aU + bV + cX + dY ' .
Each week when QR calculates the firm's regulatory capital, they would have the additional task of determining the
optimum coefficients a, b, ¢, and d which results in the minimum RWA for IRC + CRM. The other components of
regulatory capital, historical Var and stress Var, aren't affected by the split, so this would be the optimal capital charge.

Permanent Subcommittee on Investigations
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The new rules have too many arbitrary factors of three for the regulatory capital to rationally reflect our risks. | don't
think we should treat this as regulatory arbitrage. Instead we should treat the regulatory capital calculation as an
exercise of automatically finding the best results of an immensely arbitrary and complicated formula.

Patrick S. Hagan

Chief Investment Office,
J.P. Morgan

100 Wood Street
London EC2V 7AN
United Kingdom

+44 (0)20 7777 1563
patrick.s.hagan@jpmorgan.com
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EXCERPTS FROM
TRANSCRIPT OF AUDIO RECORDING PRODUCED :
TO THE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS

Date: =~ March 21, 2012 Telephone Call
Parties: Anil Bangia, Patrick Hagan
Bates Number: JPM-CIO-PSI-A 0000089

Mr. Bangia: [ think, the, the email that you sent out, I think there is a, just FYI, there is a
bit of sensitivity around this topic. So --

Mr. Hagan: There, there is a lot of sensitivity.

Mr. Bangia: Exactly, so I think what [ would do is not put these things in email.

Mr. Hagan: That’s exactly what I was told. Javier, Javier is the guy that asked me to
send out the email this morning. And then he found out from, from Pete and — yeah, and

he found out from some -- and Irv that this is ...

Mr. Bangia: Yeah, yeah, I wouldn’t put this you know in ....

Permanent Subcommittee on Investigations
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EXCERPTS FROM
TRANSCRIPT OF AUDIO RECORDING PRODUCED
TO THE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS

Date: March 21, 2012 Telephone Call
Parties: Patrick Hagan, Anil Bangia :
Bates Number: JPM-CIO-PSI-A 0000090

Mr. Hagan: Hi Anil, this is Pat.

Mr. Bangia: Hi Pat.

Mr. Hagan: Um, you know that email that I should not have sent?

Mr. Bangia: Um hum.

Mr. Hagan: Have youread it? Is that a feasible thing to do or is that impossible?

Mr. Bangia: Well it’s, in some ways it’s somewhat feasible, once we have a bit more of
[indecipherable] development. So, a lot of the IRC tools that I was showing you are
really based on a new model that is not in production yet. There is an old model that
Bruce [Broder] has run, so that’s the official model. So that has a very different offline
manual process that complicates things.

Mr. Hagan: [ see.

Mr. Bangia: And beyond that it’s a matter of also, how much you guys should do it
independently versus what, how much we can actually do on optimizing it, right, so,
there’s that side of that as well.

Mr. Hagan: Yeah, [ mean, the feeling from the risk managers was that ... treating the
capital charge is this incredibly complicated mathematical function that we’re, of course,
going to optimize. And uh, they were less concerned about physically moving thmgs
from one physical book to another physical book.

Mr. Bangia: Yeah. Yeah. I think we should also make sure we don’t oversell this in the
sense that the stability of this, we have to see over time. So I, I would also not quote any

numbers on how much we think we can save, right?

Mr. Hagan: Yeah, the thing is I was hoping we could save about half that and that’s got
to be split between the investment bank and us, so ...

Mr. Bangia: Hmm.

Mr. Hagan: It’s not clear, it’s not clear.

Permanent Subcommittee on Investigations
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Mr. Bangia: Yeah, yeah, it’s not clear.



EXCERPTS FROM
TRANSCRIPT OF AUDIO RECORDING PRODUCED
TO THE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS

Date: March 21, 2012 Telephone Call
Parties: Peter Weiland, Patrick Hagan
Bates Number: JPM-CIO-PSI-A 0000091

Mr. Weiland: I keep getting banged up .... [ know you’ve had some emails back and
forth with Venkat and Anil or whoever on the optimization of the IRC and CRM and
everything else. Everyone is very, very — I told this to Javier the other day but maybe he
didn’t mention it to you — everyone is very, very sensitive about the idea — writing emails
about the idea of optimizing —

Mr. Hagan: [ got that sort of mentioned. I’d say it was mentioned to me [laughter].

Mr. Weiland: OK, so, I don’t know, Irv just came by again and said, “Oh, Venkat was
telling me he got another email from Pat you know -

Mr. Hagan: From me?

Mr. Weiland: Maybe it’s from a couple of days ago, I don’t know, but .... if you’re
sensitive to it, that’s all I wanted to know.

Mr. Hagan: Okay.
Mr. Weiland: So I think we can talk about, you know, allocation —
Mr. Hagan: Okay, so nothing about allocation, I understand —

Mr. Weiland: — Uh, you see, the work of the risk manager has very broad and unclear
borders sometimes. Anyway —

Mr. Hagan: — Okay. I did write an email message. [ didn’t realize it was sensitive to
that extent .... Ah, it’s all mathematics.

Mr. Weiland: — Yeah, well that’s, you know, the funniest thing is, the first time that
someone mentioned it to me I said, you know, ‘I’m sure that Pat just sees this as like a
math problem, an interesting and a complicated math problem. And all this other crap -
that goes on about, like, the implications of regulatory arbitrage and stuff like that is like,
completely boring’ [laughter].

Mr. Hagan: —No it’s not that. I just get annoyed when I see us creating risks when
there were no risks — '
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Mr. Weiland: Yeah, [ know.

Mr. Hagan: -- that’s annoying. Ok, I understand the sensitivity. Tell Irv I'm Sorry.



From: Wilmot, John <JOHN.WILMOT@jpmorgan.com>
Sent: Tue, 03 Apr 2012 11:45:24 GMT

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

Here is my general reaction to this and to the document circulated last night:

1. | don't get the sense of clarity that we know what is driving the RWA (economic risk versus VaR, stress VaR, CRM and IRC) or
the p&l - or more importantly that either will be manageable going forward

2. We are a significant player in a market that is less liquid, hence any attempt to manage p&! or capital away from an "as is"
approach will either result in p&I dislocation or RWA constraints (a la 4Q11/1Q12)

3. We haven't made the case of how this book runs off and whether risk can be managed effectively within a fixed maturity, is
that we can de-risk without creating continual tail risk further out past tranche maturities. This plane will never land.

4. We also haven't made the case of what it costs to significantly decrease the size of the book (in my mind the only certain way
to reduce RWA)

| profess to probably being the least knowledgeable about this book amongst the senior team, so that leads me to be skeptical when we aren't
directly answering questions. | think we have moved beyond the commercial utilization of this book in some jump-to-default capacity as it
exhibits neither acceptable risk/return profiles nor market liquidity characteristics to justify capital.

John C. Wilmot | Chief Investment Office | john.wilmot@jpmorgan.com | Work: (212) 834-5452 | Cel'li_

--—--Original Message—--
From: Drew, Ina

Sent: Tuesday, April 03, 2012 6:52 AM mmmm = Redacted by the Permanent

To: Wilmot, John Subcommittee on Investigations
Subject: Fw:

Read before the meeting

----- Original Message ----

From: Macris, Achilles O

Sent: Tuesday, April 03, 2012 06:27 AM
To: Drew, Ina

Subject: RE:

OK - maybe to follow-up the "background" that | send to John when we asked him for Olivier's help?
The situation is as follows:

- Javier and team believe that the book is currently balanced for risk and P+L.

_ - Clearly maintaining this "neutrality” will be resulting in higher RWA than we originally anticipated.
- Olivier is now in our office and he is 100% involved with the RWA projections of our book and ways to bringing it lower. Nevertheless, | don't
believe that we will able to be precise in our RWA targeting as there are still several moving pieces in methodology etc. The best we can do for
the next week(s) is to operate with RWA ranges as opposed to exact targets.
- Javier believes that retaining the existing book "as is" will generate no less than $750m in P+L until the end of the year and clearly much more
if we experience defaults and the value reversal on IG forwards.
- Unfortunately, the above "as is" approach will likely result in a minimum of $45b RWA at the end of the year and likely in a $46-52b range.
- If we can't allocate these levels of RWA, and we must reduce it, then the pace of the reduction would be very relevant for the P+L. In order to
maintain, risk neutrality in the book, we will need to be reducing the liquid on the run IG, parallel to reducing the short HY. The luck of liquidity

Permanent Subcommittee on Investigations
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in HY, would likely delay the pace of IG liquidation and thus RWA reduction. Projecting a 50% reduction of the IG/HY by the end of the year, will
be reducing RWA to the mid $30s. An orderly reduction will preserve over 60% of the P+L of the "as is" scenario above. Specifically, this
approach would retain the jump to default but it will realize less curry than the over $2m daily, as of now.

My recommendation is the gradual reduction to a $35b RWA target by year-end. | realize that this is higher than what we have all hoped for. |
am very concerned by over-acting in the market relative to our size and poor liquidity. We really need to minimize our market involvement and
focus our activity to certain RWA reduction plans (pre-priced by Olivier) while utilizing liquidity in an orderly way.

Best,
Achilles

---——-QOriginal Message-----
From: Drew, Ina

Sent: 03 April 2012 00:39
To: Macris, Achilles O
Subject:

After we finish our review tomorrow, | will need you to prepare a short summary for hogan and jamie. We can talk about how to best present
the gameplan.
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From: Iksil, Bruno M <bruno.m.iksil@jpmchase.com>

Sent:  Mon, 30 Jan 2012 21:02:17 GMT

 To: ‘Martin-Artajo, Javier X <javier.x.martin-artajo@jpmorgan.com>
Subject: there is more loss coming in core credit book

" | reckon we have another 50M coming from CDX 1G9 exposure. The guys have a huge skew trade on and they will defend itas
much as we do. | think | should take the pain fast over to next month. | have tried but it will ot move : they have moved some
of those trades out at BOA but BNP, CSFB and BARCLAYS go for the fight. It is pointless in my view to go for a fight. We will roll

_down and recover the loss. But i have to let it go. The day when either we have a panic or names like Radian, MBIA recover,
the position will be at profit because the forwards will collapse. Now | just grow the exposure and the CS01 moves up.

Permanent Subcommittee on Investigations
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From: Goldman, IrvinJ

Sent:  Tue, 14 Feb 2012 01:22:17 GMT

To: Drew, Ina <Ina Drew(@jpmorgan,.com>
Subject: Re: Csbpv limit- please read

yes to all.

-—— Original Message —-—-

From: Drew, Ina

To: Goldman, Irvin J

Sent: Mon Feb 13 20:21:04 2012
Subject: Re: Csbpv limit- please read

I have no memory of this limit. In any case it need to be recast with other limits. Its old and outdated

-—-- Original Message ——-
From: Goldman, Irvin J

To: Drew, Ina

Sent: Mon Feb 13 20:18:38 2012
Subject: Csbpv limit- please read

Ina,
1 will review thoroughly tomorrow as pete emailed me tonight. Not sure why it did not come up before.
Wanted to give you heads up.

I copied below from his email:

We have a global credit csbpv limit. It was set up at the initiation of the credit book, Unfortunately we
have been breaching for most of the year. Lavine's team is going to send out a notification (just within
CI0) probably tomorrow.

the big portfolio changes they made in the tranche book in Dec/Jan. caused the increase.

We will need a one off limit increase .

Confidential Treatment Requested by JPMORGAN CHASE & CO, JPM-CIO 0003758
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e = Redacted by the Permanent

From: Keith Stephan <keith.stephan@jpmorgan.com> Subcommittee on Investigations
Sent:  Fri, 17 Feb 2012 14:11:26 GMT |
To: BRUNO IKSIL <BIKSIL2 @ BRUNO IKSIL <bruno.m.iksil@jpmorgan.com>

Subject: FW: CIO Global Credit spread BPV limit breach- COB 02/09/2012

Bruno - can you read the below draft and let me know if you agree /w the points - think we need to get Javier on
board w/ this before we send out formal limit request.

From: Stephan, Keith

Sent: 16 February 2012 17:09

To: Weiland, Peter

Cc: Lee, Janet X; Chandna, Sameer X

Subject: RE: CIO Global Credit spread BPV limit breach- COB 02/09/2012

Since mid-January CIO has been in breach of its global csbpv limits, driven primarily by position changes in the
tranche book.

The csbpv methodology adds the csbpv sensitivities of all the credit products, unadjusted for correlations. As IG
and HY positions have been added in January (with a hedge ratio of roughly 5x) the net csbpv prints a positive
number even though on a beta-adjusted basis the book is relatively flat.

Market Risk is currently reviewing all limits and most likely will remove the csbpv limit to be replaced with a
set of credit-spread-widening (CSW) limits to better reflect the risk of the portfolio in material market moves.
Until the new limits are implemented we will propose a one-off to the csbpv, up to $20mm, as we find that the
stress and csw measures are more appropriate indicators of the risk of the portfolio.

As you can see below - the CSBPV measure vs. 10% CSW shows that the book has been reasonably balanced
despite the headline bpv looking much longer. This is not the case in the 50% CSW measure, as the parallel
relative shifis of 50pc have the effect of steepening the already upward sloping credit curves, hence makes
losses look higher when compared with the 10pc measure. This can be seen clearly in comparison of the 50%
CSW measure vs. the Large Flattening Selloff / Credit Crisis scenario P&L, which simulates more realistic (i.e.
flattening) curve dynamics in the large (circa 50%) selloff. The book, in this case, benefits, given that in
CDX.1G, long forward risk is achieved via flattener positions, i.e. the stress loss for the IG strategies in the large
flattening selloff is -100mm vs. -1bn in the 50% parallel move.

50% vs LES:
ITX XO +0.5 vs +0.65 Diff $+0.15bn
ITX MN -1B vs -1.3B Diff $-0.3bn

CDX HY +1.4B vs +1.8B Diff $+0.4bn
CDX IG -1B vs -0.1B Diff $+1bn

[cid:image002.png@01CCECCD.B941A680]

50% parallel shock vs. Large Flattening Selloff:
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50% vs LES:

ITX XO +0.5 vs +0.65 Diff $+0.15bn
ITX MN -1B vs -1.3B Diff $-0.3bn
CDX HY +1.4B vs +1.8B Diff $+0.4bn
CDX IG -1B vs -0.1B Diff $+1bn

From: Weiland, Peter

Sent: 15 February 2012 23:39

To: Stephan, Keith

Cc: Lee, Janet X

Subject: FW: CIO Global Credit spread BPV limit breach- COB. 02/09/2012

How about this? Maybe you can edit and add your graphs if you think it would help.

~ Since mid-January CIO has been in breach of its global csbpv limits, driven primarily by position changes in the
tranche book. ‘

The csbpv methodology adds the csbpv sensitivities of all the credit products, unadjusted for correlations. As IG
and HY positions have been added in January (with a hedge ratio of roughly 5x) the net csbpv prints a positive
number even though on a beta-adjusted basis the book is relatively flat.

Market Risk is currently reviewing all limits and most likely will remove the csbpv limit to be replaced with a
set of credit-spread-widening (CSW) limits to better reflect the risk of the portfolio in material market moves.
Until the new limits are implemented we will propose a one-off to the csbpv, as we find that the stress and csw
measures are more appropriate indicators of the risk of the portfolio.

Pete e = Redacted by the Permanent

Subcommittee on Investigations

Peter Weiland
Tel: +1 212 834 5549

Mob: I

From: Hassan, Syed S

Sent: Wednesday, February 15,2012 3:51 PM

To: Hassan, Syed S; Lee, Janet X; Stephan, Keith; D'costa, Karolyn K; Xiong, Bo
-~ Cc: MRM CIO NA; MRM External Reporting, Weiland, Peter _

Subject: RE: CIO Global Credit spread BPV limit breach- COB 02/09/2012

Hi Janet & Keith

Can you please advise on the below request? We'd like to get the notification out as the excession has been
ongoing for a while now. Thanks.

Regards,
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Hassan-

From: Hassan, Syed S

Sent: Monday, February 13, 2012 2:37 PM

To: Lee, Janet X; Stephan, Keith; D'costa, Karolyn K; Xiong, Bo

Cc: MRM CIO NA; MRM External Reporting

Subject: CIO Global Credit spread BPV limit breach- COB 02/09/2012

Hi Janet & Keith,
The following CIO Global Credit Spread BPV limits have been breaching since the aforementioned period.

Can you please examine and confirm the breaches as valid? If so, please also provide some commentary
surrounding the breaches? Thanks.

[cid:image001.png@01CCECCC.BD81DDBO0]
Regards,

Syed Hassan | Market Risk Management & Reporting | Chief Investment Office | J.P. Morgan | 2nd floor, 277
Park Avenue, NY | 212.270.2562| Syed.S Hassan@JPMorgan.com.

This email is confidential and subject to important disclaimers and
conditions including on offers for the purchase or sale of
securities, accuracy and completeness of information, viruses,
confidentiality, legal privilege, and legal entity disclaimers,
available at http://www.jpmorgan.com/pages/disclosures/email.

AAMPIRCAMTIAL TDCATMENMT RENIIFQRTFN RY 1 P MORGAN CHASE & CO. JPM-CIO-PSI 0001825



LJ:da'“* AR e S ey A LIt Ty B ; It 107 L[l 2l ]
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From: Venkatakrishnan, CS <cs.venkatakrishnan@jpmorgan.com>
Sent: Mon, 02 Apr 2012 21:53:53 GMT

To: Hogan, John J. <John.).Hogan@jpmorgan.com>; Goldman, Irvin J
* <irvin.j.goldman@jpmchase.com>; Bacon, Ashley <Ashley.Bacon@jpmorgan.com>

CcC: Vigneron, Olivier X <olivier.x.vigneron@jpmorgan.com>
_ Subject: FW: CIO DAY 1

lohn/Ashley/Irv: Below is an update from Olivier. One source of model difference is that the capital models operate at the
level of individual names but the C10’s desk models operate at the level of indices --- so the effect of name concentrations
may be captured differently. We are pursuing the impact and further modeling of this. Venkat

From: Vigneron, Olivier X

Sent: Monday, April 02, 2012 3:15 PM
To: Venkatakrishnan, CS

Subject: CIO DAY 1

Hi Venkat,
Main takeaways:

s Book comprises index trades only (tranches+ plain indices). All modelling done on the index spread, single names are
assumed homogeneous and homogeneous pool model is then used to price tranches and generate index delta.
Historical regression also gives them a beta adjusted delta for HY vs IG.

. Key takeaway 1: approximation around the dispersion of single names a key source of discrepancies when submitting
portfolio to large single name shocks (as does IRC/CRM). More work to quantify impact of this approximation.

¢ Key takeaway 2: we need to load the book on a “bottom up” single name modelling approach that can give single
name default exposures, as well as a CSW computation that is comparable to the Credit Trading desk for example.

Action points:

= To discuss modelling merits of CIO and its feedback on our IRC spread modelling with the model research group (will
- start with Matthias A. who has been involved by Anil).
« To model in Lynx (tool developed by credit trading team) the ClO portfolio. Preliminary dummy trades loaded. Tool is
ring fenced (i.e. only I will have access). However | will check with Javier before loading the real notionals tomorrow
that he is fine for me to go ahead with this. '

Risk update:

On my CSW estimate sent yesterday for March 7% position, | missed the Xover trades, here is the updated estimate when
including them:

Estimated All Tranches: -45m CSW

Estimated CDX indices: -350m CSW
Estimated ITRX indices: -280m CSW
Estimated HY CDX: ~ +400m CSW

Estimated FinSub + Xover: ~ +150m CSW
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Total: -125m CSW long (March 7%)
Face notional by maturity buckets and IG/HY split.
25bnshortin 1Y IG

15bn short in 2Y HY,

17bn short SY HY

135bn long in 5Y IG

Olivier

From: Venkatakrishnan, CS
Sent: 30 March 2012 22:30
To: Vigneron, Olivier X
Subject: FW: CIO 10% CSW

Please see below and let’s make sure we speak daily on this! Merci, Venkat

From: Hogan, John J.

Sent: Friday, March 30, 2012 5:28 PM
To: Venkatakrishnan, CS )
Subject: RE: (O 10% CSW

OK thanks Venkat—keep me posted please

From: Venkatakrishnan, CS

Sent: Friday, March 30, 2012 5:27 PM
To: Hogan, John J.
- Subject: CIO 10% CSW

John: CIO's 10% CSW by my group’s model estimate is long 245mm of risk; their own models (run by Weiland) quote $145mm. I
don't understand the difference in the models and don't know how good a measure of risk 10%CSW is for their book. But I spoke
to Ashley and we agree that 10%CSW has been trending up for CIO, by either their model or ours, Once Olivier spends time in the
portfolio, we should get a better idea: I also sense from speaking with Javier that CIO are worried that they may now have to shed
tranche risk in a tight market. I dont know how real this worry is but T wanted to make you aware. I will get a dally download
from Olivier-and keep you and Ashley posted (Ashley is out next week), I may myself go to London mid-week. Venkat

Please see the CSW10 results for original CIO portfolio and the split portfolio for March 21,

Corp Portfolio
coB 10-Jan-12  18-dan-12  25-Jan-12  31-Jan-12  28-Feb-12  21-Mar-12
CSW10 (MM) 72 737 80.6 62.2 150.1 245.2
Corp CI0 Index Combined
H-War12 Portfolioc  Portfolio Portiolio
CSW10 (MM) 2452 2528 76
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This following is based on the latest split | received from Patrick Hagan this morning.

Corp CIO Index Combined
Cobcoal Portfolio Portiolio Portfolio
CSW10 (MM) 2452 2135 317

From: Huang, Yuan X

Sent: Friday, March 30, 2012 10:02 AM

To: Venkatakrishnan, CS

Cc: Jia, Keith

Subject: FW: Mar-21 risk report for CIO and benchmark indices

We have the CSW10 resulits for a few days (see row 24 "'Spread_‘mPcntUp“}. If the date you are interested is not included (ex,
Mar-?thL we can generate the results in about half an hour.

Regards,
Yuan

From: Jia, Keith

Sent: Thursday, March'29, 2012 11: 46AM

To: Huang, Yuan X

Cc: Bangia, Anil K .

Subject: RE: Mar-21 risk report for CIO and benchmark indices

6-day risk report.

From: Huang, Yuan X

Sent: Wednesday, March 28, 2012 2:56 PM

To: Jia, Keith

Cc: Bangia, Anil K

Sub]ect: Mar-21 risk report for CIO and benchmark indices
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From: Weiland, Peter <peter.weiland@jpmchase.com>
Sent:  Mon, 07 May 2012 15:32:57 GMT

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

CC: Goldman, Irvin J <irvin.j.goldman@jpmchase.com>
Subject: CSBPV History

Hi Ina -

Irv said you need some background on the CSBPV limit history. | created the attached slide for your reference (this has not

gone to anyone else).
| also attach the limit memo from Brian Rosebaro back in 2008 in case you need it.
I'm not sure what else you may need — | will be at the phone if there are other specific data that would help.

Pete

Peter Weiland | J.P.Morgan | Chief Tnvestment Office | 270 Park Ave. | B Tel: +1 212 834 5549 |2 Cell: + R EEEEENENEA

wmmmes = Redacted by the Permanent
Subcommittee on Investigations
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ClO Global Credit CSBPV Limits

ClO Global Credit CSBPV Limit has been in place since 2007

*Composed of both synthetic credit and cash credit (mostly collateralized securities)

*Net sum of CSBPVs for all credit underlyings
+*Spot quarterly history of Global Credit CSBPV exposure at right

CSBPV in 2012
«Early in 2012 net CSBPV increased dramatically as |G positions
were added and offset between HY and |G grew

*Given that a beta adjusted credit spread-neutral position including
HY and IG requires 5-6x as much |G as HY, decision was taken at
that time that the CSBPV limit should be changed to account better
for the increased activity

“Written notification of limit breach from MRM Reporting included
the following commentary: “Current measurement of raw CSBPV is
not normalized for the level of spreads, nor does it capture
convexity as represented in CSW10 (and Stress Loss) measures, Full
limit review is underway for the ClO business, and a proposal is
expected to address this issue.”

*The limit usage was calculated correctly; the issue was simply that
we decided that given the mix of underlyings it would be better to
look at the sensitivities in a more granular way.

«New limits for Synthetic Credit were implemented according to
underlying index as of May 1
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From: ~ Berg,-Jaymin -

To: ’ <Crumiish, Fred>;<Fursa, Thomas> <Kirk, Mlke> +<Hohl, James> 1<Wong, Elwyn> <Kamath Jairam>;
‘<Monroe, Christopher>;<Tornese, Doug>; <McLaughhn Doug>
yent: 1/31/2012 6:17:33 PM
. Subject: ) ClO Quarterly Meeting
Financial -

CIO finished 4™ quarter with $785mm of revenues.

o MTM gains totaled $330mm of which $250mm of the gains originated from the credit tranche portfolio.
The CIO was short credit, and a bankruptcy by AMR caused a large gain in CDSs.

Securities losses totaled $14mm for the quarter primarily driven 'by.los_ses on EMEA government
guaranteed debt.

Investments

'Gr_owth in the international SAA book is due to buildtng out the team in EMEA and opportunistic
purchases. It's expected to see more growth in the international portfolio going forward.

ClO isinvesting less in rates products and focusing on more eredit products due to low interest rates and
MBS prepayment concerns from goverriment programs (i.e. HARP 2).

The rates products most attractive to the ClO are munis because of their longer duration.
SAA had' a negative DOE in 2011 but is expected to move to a positive DOE by the end of 2012.

Management’s view of investments is changing to a Structural Book aﬂd an IVITM Book, although the
Structural Book will include bank Pf and CDS that are MTM accounting.

The MTM Book is decreasmg insize in 2012. It's. expected that RWA will decrease from $70B to $4OB
The Structural Book RWA is expected to be flatish year over year.

MSR
The 3Qand 4Q hedging Volatility was attributed to anticipated changes to the MSR model. The MSR

~ asset continued to have a longer average life than the old model could account for. The MSR model has now been
updated and hedging returns normalized.

Jaymin T. Berg
; U.S. Departmnent of the Treasury
- Office of the Comptroller of the Currency
Large Bank Supervision - Capital Markets = Redacted by the Permanent
Tel: (212) 899-1395 | Fax: (301) 433-6183 Subcommitfee on Investigations

o o

This message is interdzd for designated recipierts only. ¥ you have received ths messaga in error, please noftify the sender immediately end delete <he un:ural and all
copies. Federal law prohibits the disclosure or other use of this Irformation, .

Permanent Subcommittee on Investigations
EXHIBIT #58
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; From: Fursa, Thomas -

; To: <Hohl, James>
¢ Sent: 4/13/2012 3:55:30 PM

Subject: .~ Re: ClO deck

Thanks, I couldn't remember the guys name

--—--- Original Message -----

From: Hohl, James

Senlt: Friday, April 13,2012 11:53 AM
To: Fursa, Thomas

Subject: RE: CIO deck

Just e-mailed the guy who sent the report before getting this. If I don't hear back fromhim, I'll e-mail Ed.

——Original Message-——-

From: Fursa, Thomas

Serni: Friday, April 13, 2012 11.51 AM
To: Holl, James

Subject: Re: CIO deck

Tf that's the Tast ore - can ydue-mail Ed Kastl for r’né latest?

----- Original Message -----

Fromx Holil, James ’

Sent: Friday, April 13,2012 11:31 AM
To: Fursa, Thomas :
Subject: RE: CIO deck

The lalest one (hat I got was January, T11 check WISDM.

--Original Message—---
From: Fursa, Thomas
Sent: Friday, April 13,2012 11.31 AM
To: Holl, James
Subject:.CIO deck

James - have you still been getting the CIO deck? 1 don't recall seeing it lately. Can you check WISDM to see what the last one is?

Thanks,
Tom

BANK PROPRIETARY AND/OR TRADE SECRET
INFORMATION

Permanent Subcommittee on Investigations

EXHIBIT #59

OCC-00004720



Ffom: Sabatini, Joseph

To: lacucci(Regulator), Anna Crumhsh (Regulator), Fred X; Dillon(Regu!ator) Donald
CcC: Wilmot, John -
3ent: 4/16/2012 2:54:36 PM
Subject: FW: materials for Fed/OCC/FDIC call at noon 1oday
- Attachments: synthetic eredit book_Fed_OCC-pdf.zip

This time with the attachment |

- From: Wilmot, John
Sent: Monday, April 16, 2012 10:44 AM
To: Sabatini, Joseph
Sub]ect. materials for Fed/OCC/FDIC call at noon today

Joe - here are the materials for the noon call today on the Synthetic Credit Book. John

John €. Wilmot | Chief Investment Office | + john.wilmot® jpmorgan.com | (Werk: (212) 834-5452 | ( Cell: _

emmee = Redacted by the Permanent
Subcommittee on Investigations

Permanent Subcommittee on Investigations

EXHIBIT #60

BANK PROPRIETARY AND/OR TRADE SECRE'

OCC-SPI-00009712
INFORMATION '



Synthetic Credit Book Review

This information is confidential or proprietary and constitutes confidential supervisory information and confidential commercial information. Disclosure or distribution of the
confidential information Lo any person without the prior written consent of JPMorgan Is prohibiled. Any examiner to whom JPMorgan has fumished this confidential
information may disclose the confidential information to any other employaes of the Federal Reserve or OCC who have a need to know the confidential information or as
permitted by law.

JPMORGAN CHASE & Co.
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Core Credit Book -

& Objective since iﬁception (2007) has been to manage a profile that would protect against a significant
downturn in credit, offsetting natural credit exposures in CIO and the firm

® The strategy can be divided into four main components

@ Investment grade
— US (CDX.IG)
— Europs (iTraxx Main)

m High Yield
— US (CDX.HY)
— Europe (iTraxx XO)
@ On a very generalized basis, the combined strategies provide the following risk profile
® Short HY risk (long protection) against long IG risk (long risk)
m Short short-duration |G risk (long protection until YE12) against long long-duration IG risk (ie a credit
curve flattener) '
m The IG9 Series includes 5 fallen angel names included in the HY index
B Radian 1 |
= MBIA |
B Sprint
@ RR Donnelly
@ iStar Financial

= . JPMORGAN CHASE & CoO.
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_ Reba'lancing Activity

Market Back-drop

@ Nov 29 AMR bankruptcy filing earlier than expected

®m First European announcement of LTRO on December 8" 2011
®m CDX High Yield series 11 matured December 201 2011

m January 18 Kodak files for bankruptcy; rumored for weeks ahead

Risk Management Activity
s -ClO decides to reduce the HY hrotectic:n which was providing stress loss prctecfion for both credit spread widening
and systematic risk '

2 Post AMR default, HY index exhibits limited liquidity, exacerbated by expectations of Kodak event .
Difficult to hedge the book with HY indexes that matched the underlying risk of the protection

@ Best available hedge was to use the IG 8 index that had the special feature of being both an instrument with
liquidity of IG but with a HY component that allowed a hedge for a good part of the HY position ;

m After analyzing the economics of the hedge and the behavior of VaR and stress VaR, CIO increased the IG 8 long

forward position

% : JPMORGAN CHASE & Co.
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Synthetic Credit Summary: Notional Exposure

'(all figures in billians USD) Long
Gross external trades d
nNotlonalsoiststariding W HH PM AR R
- Index - !
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Short
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108,134 045 888

01,860,076, 578

BANK PROPRIET. ARY AND/OR TRADE SECRET INFORMATION

534,452,564,177

UL J I

Je3nsAu] Uo NRPIWWOIGNG JUIUE

uor

]
E

-104,000 654 700
-248,074,320 4048
AN ENIATSIT
=245, 795,004,821

9% £q pajoepay

152,400,553 805

101,469,378,908
5,468,072,098

Gross external (to CIO, including IB)
notional is $836bio long risk vs. $678blo
short risk across all index and tranche
products

External index notional faces
Intercontinental Exchange (ICE) is net
$96.7blo, 97% of total net external index
exposure

Tranche products are not eligible for ICE
clearing and are bilateral counterparty -
exposures

JPMORGAN CHASE & CO.

OCC-SPI-00009716



: |
Synthetic Credit Summary: Maturity Profile

Faciored Motoas! Jess T ~ E
. 20-Jun-21 200ec 2 Grand Tolul

bidax B 2oduni2 20-Dec1? 20Jun-id 20.Dec-13 20-Jus-14 20-Dec-14 Z0-lun-15
CaK iy e BABS 2455 Ertg :
et enx 1,845 '

s 55 65 M2 IS ATSE AT 143 15TR1 MSH 257 54 =2
TTRAJCK M 7 @ | axE 0844 E CE) 758 =z am 2
ITRAXX X0 < bl 1,167 -1s E :
TRAXK FNSUB a2 | 220 A Ao 1705 W 1366 28
ITRACCL FRESEN : 2 -
o wE il 2
Grand Total | 13700 45762 26467 WAGF 3,774 33263 A6 21605 20088 48839 --24202 - 61587 - 43,54 267 4 430 17| e
T

- 12 20-Jun-13 20.D9c-13 20Jum-14 20-Dec-14 20-dun17 Z20-Dec-17 20 Jun-18 Z0-Jun20 21 Dec-20 20-Jun-20
T 2 4 2 5 » 3 18 = m e ; T
O LOmC 1 . 1
X ™ ] ] A = 7 = B 45 ) ) 2 L] a an
ITRANOL e £ 1.} 1° -5 -a Eal -1 A7 -4 e~} F1l 20| 44
MRAYX XD @ ] "3 3 a7E
TRAY, FHSUS ] 2 8 L] I - g -z 18 . 23]
‘tmnm 4 " ' -4
SOVXWE £l 8 -
Grand Total 4 &0 ir] -3 i a0 150 114 204 130 134 505 282 3 0 2z T T

Top table shows gross notionals across indices and tranches by underlying index family (simply adds notionals of indices and
tranches) ;

m Bottom table shows the 10% credit spread widening (P/L $MMs) to 10% widening of credit spreads
m  Largest short risk exposures in investment grade mature in Dec-12 for CDX.IG.9 and-Jun-13for iTraxx S9
Largest short risk exposures in high'yield are concentrated in Dec-15 to Jun-16 for CDX.HY and Dec-16 for iTraxx.Crossover

One particular item to note is the iTraxx Main 20Jun13 which appears long given positive notional, but which is in fact short, as
reflected in 10%csw, as a result of equity tranche protection which is a significant part of the position

i ' JPMORGAN CHASE & CO.
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Synthetic Credit Summary: Risk Summary

m  Total Synthetic Credit VaR 59.2mm

® 10% Credit Spread Widening
@ The position, beta-adjusted has net directionality of -3163MM in 10% parallel move in spreads

m  This is equivalent of $34.5bio of long risk in Sy |G equivalents

" Relative value Risk Exposures
® |G9 5/10s curve position $46MM/bps of risk if curve steepens 1bps

® |TX9 5/10s curve position $19MM/bps if curve steepens 1bps
8 |G vs. HY $27mm/bps of risk if IG underperforms HY by 1bps
m  XO vs. ITX $34mm/bps of risk if ITX underperforms XOVER by 1bps

Cradit Crisis  Synthetic Synthetic Synthetic

Beta-Adj,

Index csol CSW 10% HY vs. IG Steapen0l [ {min USD) Stress VaR CSW10% CSBRY

COXHY . B.51, . 4255 | 478.40 Mar 2012 ] 434 -] (163 (46}
COXLCDX 0.08 045 ' 1.40 Feb2012 1,852 50 (127 @1
CoXIG 453,12 2724 4508 |Jan2012 1,284 62 (144) (15)
Total US 2 < aT24 . a5ps  |Dec20M 1,448 80 o @)
Jotw .. £ il s x o LML S 23 Nov 2014 1380 oa 2 ps
IMrascx MN 2206 | 344,04 34,28 -19.07  |oet 2011 1,165 &5 a7 o)
TTranox X0 1224 178.20 Sep 2011 802 54 29 2
_ [Traxx Finsub 224 -23.05 Aug 2011 392 51 @7 @
iTraxx Finsen 013 073 Jul 2011 859 27 (B69) @)
SOVNVE . 002 04 o ee. |dun2011 ) 795 3 (46) 1
Total Euitops | 961, 7 1220/ 18008 - T 34ze T 007 [May 2011 185 ) (128) @
: Apr 2011 278 &5 (107) @)
Tatal Synthetic Credit . 46.13 .31 163,38 Mar 2011 39) 56 (115) @
; Feb 2011 148 63 (78)) )

Jan 3011 : 248 a7 | (100) ()

|
(] .
JPMORGAN CHASE & Co.
OCC-SPI-00009718
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Synthetic Credit Summary: Exposure to CDX IG 9 Curve

- r
m On asimple basis, curve could
steepen by 20 bps more (on historical
basis)
m Loss approx $1billion
m With hedges currently in place, we
could steepen by 10bps approx T
1]
m Loss approx $550mm a
3
[}
-
g
T &
¢ g
-
28
EH g o s
<
m DBottom graph shows the behaviour of s g =
the slope of IG9 1yr versus IG95 & = L
Yr that we have in our portfolio i E
ad
m  This shows the relationship between ] %
the slope of our pasition in the index g
versus the actual hedge that we have & T =
' . 2 on L
m Bounding the relationship is the 5 Yr s
short that we have on the run five 'ﬁ‘” T
year |G and the short that we have in Thalia
the HY OTR 0 -
200 —
_m - — —— - e — - ————— — . —
Hecge index Compasite - )
7
JPMORGAN CHASE & CoO.
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Single Name Risk & Forward Jump to Default Risk

Table 1: default profile today and post December 2012

| Fotmames Awnageps XTSL #olmames Avmge Max can
Portfolio # of Names W:g‘g:“:{;‘:’t g'vﬁgmﬁ?“" Default default  Default  Default.
' . ($mm) gain ($mm) ($mm)
Total portfollo today : 588 62 67 -205 526 133 . BOOD
Total portfolio post Dec
) 2012 585 228 -336 -T16 as57 133 600
1G9 only today 121 0 0 0 121 146 417
1G9 post Dec 2012 121 121 -572 -716 0 '] 0
! or-the-run .
1G9 Hedge options 1G18 ; covers 88 names out of 121
onthe-run
post Dec 2012 HY18 covers 13 out of the remaining 32 names unhedged with [G18

| Today there is considerable default 'prqtecﬁon coming from |G9 tranches.
Across the 121 names in IG9, the Jump-To-Default at Market Recovery goes from a current gain of +146m on average per name to a loss of -
572m per name post December 2012,

B This is because of the roll-off of two forms of protection: on 20" Dec 2012

w  The first is the 32bn of short-dated Index protection. :
Importantly, the second is the roll-off of nearly $4bn long protection on 1G9 equity tranches. The equily tranche gives protection
at an approximate ratio of 30 to 1, so the $4bn of equity tranche protection is equivalent to $120bn of Index protection in terms of

pure default risk.
Post 20th December 2012, we would be able to partially hedge this exposure with the current on-the-run index but the overlap is 89 names out

ofthe 121 in 1G9.
On the 32 remaining names we have a Jump-to-Default loss of $500mm on average per name that would need to be hedged by other means
(HY on the run index, slngle name GDS, index tranches elc)

g | " JPMORGAN CHASE & CO.

BANK PROPRIETARY AND/OR TRADE SECRET INFORMATION OCC-SPI-00009720



Single Name Risk — Default Protection in Current Portfolio

®  Current portfolio provides Jump-To-Default protection on Potential Top Default Protection Exposures - Current Portfolio
526 names - : COMPANY NAME : J1D|
GAS NATURAL SDG, S.A, e s

m  The Average gain given defaull s +§133MM, with the max GDF SUEZ

o EDP - ENERG[AIS DE PORTUGAL, S.A. )
w The Top 20 names positive Jump-To-Default at Market . [PORTUGAL TELECOM INTERNATIONAL FINANCE B.V.

. Recovery are shown In the table to the right; these are PEUGEOTSA e W
driven primarily by JTD protection afforded by iTraxx 0-3%  [LAFARGE
equity tranches ] RENAULT 1
; Y THYSSENKRUPP AG
" Across the 121 names In 189, the Jump-To-Default at DIXONS RETAIL PLC

Market Recovery displays current gain of +146m HELLENIC TELECOMMUNICATOINS.
CLARIANT AG
DEUTSCHE POST AG
ARCELORMITTAL

FINMECCANICA S.P.A.

BANCO ESPIRITO SANTO, SAA. .

DEUTSCHE LUFTHANSA AKTIENGELSELLSCHAFT

GKN HOLDINGS PLC g

BANCA MONTE DEI PASCHI DI SIENA S.P.S.

BANCO BILBAO VIZGAYA ARGENTARIA, SOCIEDAD ANONIMA -
BANCO SANTANDER, 8.A. IR

Aq pajoepay

SUO01JESSIAUY U0 IIPIWIOIGNS JUIUBULID J

¢ . JPMORGAN CHASE & Co.
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Singié Name Risk — Default Risk and Default Protection Post December 2012

B Post expiry of CDX.1G.9 0.75y instruments, across the 121 names in TGQ, the Jump-To-Default at Market
Recovery goes from a current gain of +146m on average per name to a loss of -572m per name post December

2012 as shown in the table

m Among other names, the portfolio retains its pro-default characteristics, as before

Potential Top Default Exposure Post December 2012 - ‘Potential Top Default Protection Exposures - Current Portfolio

DEUTSCHE LUFTHANSA AKTIENGELSELLSCHAFT

GKN HOLDINGS PLC
BANCA MONTE DEI PASCHI DI SIENA S.P.S.
BANCO BILBAO VIZCAYA ARGENTAR[A SOCIEDAD ANQNIMA

BANCO SANTANDER, S.A.

RIO TINTO ALCAN INC ,
ROHM AND HAAS COMPANY - )
THE WALT DISNEY COMPANY
WELLS FARGO & COMPANY
BT " R e

BANK PROPRIETARY AND/OR TRADE SECRET INFORMATION

IG NAMES ! JID|  [COMPANY NAME JTD|
BAXTER INTERNATIONAL INC = ~ |GAS NATURAL SDG, SA_ = SRR
BRISTOLMYERS SQUIBB COMPANY GDF SUEZ
CAPITAL ONE BANK (USA) NA EDP - ENERGIAS DE PORTUGAL, S.A.
CENTEX CORPORATION el s PORTUGAL TELEGOM INTERNATIONAL FINANCE B.V, el
COMCAST CABLE COMMUNICATIONS, LLC g PEUGEOT SA a
DUKE ENERGY CAROLINAS, LLG : B LAFARGE SR S _ ]
EMBARQ CORPORATION N g RENAULT =S e B = o
GOODRICH CORPORATION ! = THYSSENKRUPP AG ; =
HONEYWELL INTERNATIONAL INC o DIXONS RETAIL PLC _ i %
INGERSOLL-RAND COMPANY g = HELLENIC TELECOMMUNICATOINS T = .-
INTERNATIONAL BUSINESS MACHINES CORP E a CLARIANT AG ) g -
INTERVAL ACQUISITION CORP g DEUTSCHE POSTAG g E—
MCDONALDS CORPORATION = 8 ARCELORMITTAL - = a2
MCKESSON CORPORATION g = FINMECCANICA S.P.A. _ § 2
MEADWESTVACO CORPORATION S & BANCO ESPIRITO SANTO, S.A. S =

nl .

2 2

2 g

& &

= 4

=) =3

g g

10 _ JPMORGAN CHASE & CO,
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S.ynthetip Credit Summary: Portfolio Effects in Adverse Scenario

m Stress Loss Protection

]
portfolio provides stress loss protection

investment grade curves

In an environment of significant credit detsnoratlon and the occurrence hard dufault events or perception of imminent defaults, the

This is due to the spread convexity of the portfolio to major market dislocation, during which curves may repnce significantly,

. flaftening as hedgers rush to buy protection in short dated indices
In addition to the ‘static’ default profile shown in preceding slides, we simulate the portfolio behaviour (see scenario 10 below) by
widening credit spreads by average 75%, and through flattening curves (for reference, above depicts -50bps curve flattening in IG.9 -
0.75y / 5.75y curve, a move which Is extrapolated throughout the portfolio
In this case we envision the portfolio would produce substantial protection, circa $1,725MM driven by HY shorts and Hatlenmg of

BANK PROPRIETARY AND/OR TRADE SECRET INFORMATION
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Synthetic Credit Summary: Risk & P/L Scenarios

; 4 5 & 7 [] ] [0
|Scanariosforg2 -~ [ Reallsed | Current. | - Exu Financlal - - Smws.  Central [ - <, Cumrency - Swang "+ Dela
i Solea oo |PALINGY|- Spremd | .. Crigle . Quo . scensr v il Gr:wm' Su H‘Io
: 150 0 2 1 A 100 ET)
IG2 Projectiony Indlial cura B T3 N
1G9 0.75yr 122 608 i
1G8 2.75yr 1 a0 +h)
1G9 5.75yr . 150 1 £l
Siope it
0.75yr § 5.75yr il 43
Curve slope change » 1] 0] 5
implied CSW 5% % FI B % 0%,
PaL T 500 i : IR
WH&U JIKELIHOO ; Sl TIMISTIC : ;
" Raallsed P&L in Q1 :

" Q1 Realised P&L -$580, driven h)r losses In shart risk HY (670MM), vs. +128MM in COX.G, and -200MM in iTraxx

The IG component has been the main P&L driver of underperformance In @1, as 1G9 forward long risk positions did not deliver anticipated profits given steepening of the
curve. Current book is overall risk balanced, given the cross-market long/short and has positive carry of $2MM/day, while retaining upside on defaulls

Q2 PAL Estimates - these scenarios do not include 10 April PEL, which would accrete back into each scenario +$400MM, if recalibrated for today's market moves
-$250MM (New Financial Crisis) implies an average spread widenfng of +25%, driven by barks/financials undergoing stress. In this cask, the partfolio P&L is driven by:

-100MM given relative underperformance of IG vs, HY (compression, led by banksffinancials widening)
-$300MM due to 'duration extension’ as we project that the short-dated short risk duration in |G will conlract as expiry approaches
-$100MM due to spread widening, not offset in this case by curve flattening (we assume here that curves remain 43bps steep in |G equivalents)

L]
L]
—  +250MM camy
L}
the quarter
= +200MM carry

-$150MM (Stalus Quo) in this case we assume that market levels and curves freeze' at cuent levels; In this scenario CIO would delta hedge around velatility throughout

-$300MM due to 'duration extension® as we project that the short-dated short risk duralion in G will cunlracl as expiry epproaches
-$50MM due to long-dated tranche underperformance as observed in Q1

+17OMM camry

W +$3500M (Central Scenarlo) in this case bull steepening of IG curves (+4bps), more than offset by oulperformance of 1G.9 curve vs, on the run

-5280MM due to ‘duration extension’ as.we project that the short-dated short risk duration in 1G will conlract as expiry approaches

+5110MM due to rally in credit spreads -15%
+5200MM due to relative outperformance of [G 9 curve vs. on lhe run I1G curves (while u:urﬁsf-intuillve the “compression” aﬁad of |G.9 va. on the run |G complexis .

driver of performance)

+§150MM due to long-daled equity tranche outperformance

I the section "10% Optimistic” the convexily of the porifelio in a highly positive or a highly negative market culcome is demonstrated.

+§702MM in the event of -20% tightening of spreads, decompression of HY vs, |G credit, and 1G.9 forward wlparfmmanca (rolling down the curve)

$1,126 "End of QE" refers to a scenario of sirang growth led by U.S., spreads avg. -50% tighter
+1,725MM in “Many Defaults’ means wave of defaults among widest spread names (incl. MBIA, Radian, iStar) curve flaliening, and +75% spread widening, driven

by performance of HY sherts, IG flatteners and long protection positions in the portfolia

In the section "10% Extrema” it is estimated that the book would range -5355MM to -$650MM.

-$355MM in the event of bear stespening of curves, spreads wider by avg +10%
-$650MM in lhe event of bull steepening of curves, spreads tighter by avg -25%, driven by underperformance of 1G.9 {forwards do not roll down curve in rally)

# N JPMORGAN CHASE & CO.
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From: . Bellando, John W <john.w. bellando@;pn'mrgan com>

To: <Hohl, James>
CC: <Fursa, Thomas>

‘ent: 4/16/2012 3:26:41 PM - )
Subject: RE: CIO January 2012 valuahon memo and metncs
HiJames — -

‘| trust you are well, With regards to CSBPV you are correct.

Thanks,.
“John

From: james.hohl@occ.treas.gov !

Sent: Monday, April 16, 2012 10:46 AM

To: Bellando, John W

Cc: thomas.fursa@occ.treas.gov

Subject: RE: CIO January 2012 valuation memo and metrics

Thanks very much. | do have one quick question. For the credit derivatives risk measure (CSBPV). I'd assume that
stands for credit spread basis point value and that the exposure isto a 1 bpv widening of credit spreads. Please let
me know whether that’s correct or if it's something else. Thanks again, James

From: Bellando, John W [mailto:john.w.bellando@jpmorgan.com]
Sent: Friday, April 13, 2012 5.58 PM

To: Hohl, James '

?ubject R.E CIO January 2012 valuation memo and metrics

HiJames —

Apologies for not distributing the February valuation work. | just sent the Februar\f and March reports,
Please let me know if you have any questions.

“Th anks, :
John

From: james.hohl@occ.treas.oov

Sent: Friday, April 13, 2012 11:49 AM

To: Bellando, John W

Subject: RE: CIO January 2012 valuation memo and metrics

Hi, 1don’t think that | received a report since this one, have thE\‘! been distributed? Thankﬁ, lames

From: Bellando, John W [mailto:john.w.bellando@jpmorgan.com]
Sent: Monday, February 13, 2012 1.13 PM

To: Fursa, Thomas; Hohl, James; McManus, William K; Hawkms, Kimberly A

Cc: m.s.paul@us.pwe.com; 'kristen.brown@us.pwc.com'; 'philip.j. grealy@us pwi: com'; 'philip.t.mijares@us. pwc .com'; Kastl,
Edward R; Alexander, David M; Burke, Alethea X ]

Subject: FW: CIO January 2012 valuatlon memo and metrics

Pls find attached our January valuation summary memo and results.

Permanent Subcommittee on Investigations
EXHIBIT #61

Thanks,

BANK PROPRIETARY AND/OR TRADE SECRE
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John

. From: Bellando, John W . ‘ .
Sent: Monday, February 13, 2012 1:07 PM
.0: Wilmot, John; Alexander, David M; Weiner, Pamela; Giovannetti, Alison C; Lee, Co[ws

" Cce: Kastl, Edward R; ‘Shuja, Amir; Bjarnason, David; Hughes, Jason LDN; Liy, Doms X' Laskis, Adarn Burke, Alethea X
' Sub]ect: CIO January 2012 valuation memo and metrics

T All-
Attached are two files for your review of the January 2012 CIO iﬁdependent valuation results:
1) Global summéry level VCG memo — January 2012 Valuation Summary

2) Global valuation sum n;iary with price testing results and coverage metrics - Global Valuation Summary Metrics
January 2012

Please let me know if you have any questions.

Thanks,
“John

This email is confidential and subject to important disclaimers and conditions including on offers for the purchase or
sale of securities, accuracy and completeness of information, viruses, confidentiality, legal privilege, and legal entity
disclaimers, available at http://www.jpmorgan.com/pages/di sclosures!emgil.

This email is confidential and subject to important disclaimers and conditions including on offers for the pu:éhase or
sale of securities, accuracy and completeness of information, viruses, confidentiality, legal pnvﬂege, and legal entity
disclaimers, available at httD J/fwww.jpmorgan.com/pages/disclosures/email,

This email is confidentla.l and subject to important disclaimers and conditions including on offers for the purcﬁase or
sale of securities, accuracy and completeness of information, viruses, confidentiality, legal pnvﬂege and legal entity
disclaimers, available at http://www jpmorgan.com/pages/disclosures/email. -
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From: Wilmot, John

To: Hohl (Regulator), James X
- Sent: 4/17/2012 12:24:59 PM :
jubject: RE: Quick questions pp 4 and 5 of yesterday's presentation
Hi James,

Your notes and understanding are correct. Pages 4 and 5 reflect the entlre synthetic credit portfolio, long (Iong credit
risk) and short (short credit risk—ie long credit protection).

With respect to the grand total net posmon the portfolio is measured as long credit risk under a 10% credit spread
widening scenario. As you'll note on 6, this is equivalent to $34.5bn of long risk in 5y |G equivalents. Having said that,
the portfolio as we describe it on page 2 has two general positions (short HY risk vs long |G risk and an |G curve

. flattener). These risk exposures are also outlined on page 6 and give you a sense of the sensitivity to relative spreads

and curve. ' So while directionally (to a csw scenario) the portfolio positions are long risk there are 2™ and 3™ order
sensitivities that need to be considered.

Having said all of that | believe there is a modest long credit risk sensitivity to the pbrtfolio now.
Let me know if you have any further questions.

Regards,
John

John C. Wilmot | Chief Investment Office | + john.wilmot® jpmorgan.com | (Work: (212) 834-5452 | ( Celk _

From: Hohl (Regulator), James X
ent: Tuesday, April 17, 2012 7:48 AM
To: Wilmot, John
Subject: Quick questions pp 4 and 5 of yesterday's presentation

e = Redacted by the Permanent
Subcommittee on Investigations

Hi John,

I wanted to check my understanding of the synthetic credit summaries on pp 4 & 5, and ask a follow-up
guestion. | wrote down during the meeting that the tables reflect credit risk positions long or short, so
that the CDS positions would be the opposite, e.g. looking at the top of p 4, the $836.1 long gross
external trades results from ClO selling $836.1 notional CDSs and the $-678.8 short arises from CIO
purchasing CDSs. | believe that the chart on p 5 is similarly constructed. | also wrote down that the
chart on p 5 reflects the entire synthetic credit portfolio. Can you p'.ease let me know if I've -
misunderstood any of this.

My follow-up question is from the grand total net position on p 5 and my understanding of the tables
outlined above. Does CIO management view the $-163 million as basically flat or is the synthetic credit
portfolio going to be taking on additional credit risk? :

Thanks, James

Permanent Subcommittee on Investigations
EXHIBIT #62
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From: Crumlish, Fred

To: ) Brosnan, Mlgg,Elshg_\g‘ ally; Pfinsaraff, Martin; Waterhouse, Scott

Ce: Wilhelm, Kurt; Banks, George; Fursa, Thomas; Hohl, James; Kamath, Jairam; Kirk, Mike; Mmg,_gt_op_h@:,
Swank, Todd; Wong, Efwyn

Subject: JPM CIO / IGD “whale" trade

Date: Tuesday, April 17, 2012 4:33:00 PM

- On Monday 4/16 OCC and FRB examiners met with Ina Drew and several members of CIO staff and
risk management to discuss the JPM synthetic credit book in view of recent press reporting. This
message provides a summary of our discussion, followed by a more the detailed summary. It
focuses specifically on recent changes to the synthetic credit book.

e IPM’s CIO has been using a synthetic credit (credit derivative) portfolio since 2007. It was
initially set up to provide income to mitigate other significant credit losses that would
surface under a broad credit stress scenario. Since it wasn’t possible to tailor a specific
hedge to the JPM balance sheet as a whole, this portfolio was constructed. Asthe
investment portfolio grew in 2007-2009, the synthetic credit portfolio was used to hedge
stress and jump to default exposures in that portfolio as well.

s ClO’s credit derivative position was managed to provide around $1 billion ta $1.5 billion
-income in credit stress scenarios against firm wide losses of $5 billion to $8 billion.

e |nlate 2011, in view of a change in perception in the state of the economy, CIO managers
decided to reduce high-yield (HY) credit protection; however, after the AMR bankruptcy
and with Kodak expected to file for bankruptcy, the markets for CIO’s HY lndu:es weren’t
liquid enough to use them to unwind CIO’s position.

e ThelG 9index, which is much more liquid than HY indices, includes five “fallen angels” that
allowed it to be used to reduce a “good part” of CIO's HY position, so it was used to reduce
the HY protection.

e ThelG 9 market is not illiquid as it trades around $10 billion daily and spread changes for
this index are in line with peer indices. The IG 9 curve has steepened in a move of around
6.5 standard deviations, and there has been strong buying of deferred contracts, implying
that the buyers are certain that there will be no defauits in the next 9 months and nearly
certain that there will be defaults next year. In view of events, however, JPM is conducting
a “post mortem” of the IG 9 situation and its impact and share results with OCC and when
completed.

The CIO began using credit derivatives around 2007 as part of its mandate to manage structural
balance sheet positions. CIO only uses credit derivatives on indices, not specific names. Initially
CIO bought protection (shorted risk) on mortgages, using ABX, and high yield indices to mitigate.
some of the firm’s balance sheet credit exposure. At this time CIO investments were highly

concentrated in Agency pass-through mortgage securities, and the structural credit risk wasin the
lines of busiriess. '

Permanent Subcommittee on Investigations
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Through the financial crisis deposit inflows combined with lower loan demand to leave the firm
with significant excess funds. As part of its mandate to invest, when appropriate, in high credit
quality, liquid investments, the CIO began purchasing low credit risk, top of the capital structure
securities to use the excess funds. While high quality, these investment securities have more credit
risk than the U.S. Agency pass-throughs that continued to be held, so that structural credit risk in
the investment portfolio increased along with portfolio growth.

Throughout this the CIO continued using index credit default swaps (CDSs) to mitigate some of the
structural credit risk in the investment portfolio and the lines of business other than the
investment bank, which manages its own credit risk exposure. While there are liquid markets for
many credit derivative indices, the markets are not deep enough to fully hedge a multi-trillion
dollar balance sheet. ClO’s credit derivative position was managed to provide around $1 billion to
$1.5 billion income in credit stress scenarios against firmwide losses of $5 billion to $8 billion.

ClO managers decided to reduce the high yield credit derivative protection around Thanksgiving
last year. After the AMR bankruptcy filing on November 29, 2011, the firm profited from its credit
derivative positions as anticipated, but high yield index derivatives had limited liquidity as demand
increased. CIO managers thought that it wouldn't be possible to reduce the high yield credit
derivative position by using the indices that created it; the best available hedge preduct was the IG
9 index, which has good liquidity as an investment grade index and a high yield component as five
of the index companies are “fallen angels” i.e., companies that have fallen below investment grade
since the index originated. This was the reason that JPMCB began selling IG 9 CDSs; going long IG 9
credit risk (selling CDSs) would neutralize some of the short high yield credit risk position (long
CDSs). '

JPM provided the CIO notional CDS exposures as requested, along with a summary of the synthetic
credit portfolio maturity profile and results of a 10% credit spread widening (CSW). The CIO CDS
. portfolio includes exposure to JPMC's IB along with third parties. The third-party counterparties
‘areall major banks or broker/dealers. The stress results show that the CDS portfolio net exposure
cannot be judged by looking at notional exposures alone. An example given is the iTraxx Main
20Jun13 position; the notional exposure is $28 billion long risk suggesting a loss if credit spreads

widen, but the 10% CSW shows a profit of $68 million because of equity tranche protection that is
part of the position. : ’

The synthetic credit portfolio position now provides around $434 million income in the credit crisis
stress scenario. Very gehera!ly, the portfolio risk profile is short high-yield risk against long
investment grade risk and short short-duration (to yearend 2012) investment grade risk against
long long-duration investment grade risk, i.e. a credit curve flattener. The portfolio VaR was $59.2
million on April 5th. The portfolio is reported in CIO positions and subject to all of the JPMC
market risk management systems. '

Through the indices used, the portfolio provides credit protection on 588 names. 121 of them are
from the IG 9 index, which currently gives an average $146 million jump to default at market
recovery gain per name. This position is stable until December 20, 2012 when $32 billion of short-
dated protection rolls off along with $4 billion of protection on IG 9 equity tranches, and the

TNEORK A TTON
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average jump to default at market recovery becomes a loss of $572 million per name. Before that
happens, CIO managers feel they have time to adjust the portfolio to compensate without roiling
the IG 9 market.

In addition to inclusion in the firm-wide stress scenarios, CIO managers routinely run other stress
scenarios to assess portfolio performance in a variety of circumstances. The synthetic credit
portfolio is seen to provide stress loss protection in an environment of significant credit
deterioration with defaults or perception of imminent defaults.

CIO managers have been surprised that the IG 9 market has been so willing to take on‘and sell so
much protection, regardless of what JPMC did. The market is not illiquid as the 1G 9 trades around
$10 billion daily. The spread changes for this index are in line with peer indices. Many market
participants have been strong'buyers of deferred contracts, implying that they had complete
certainty there would be no defaults in the next 9 months and near certainty fhat next year there
will be defaults. The IG 9 curve has stéepened in a move of several standard deviations. ClO
managers said that the curve steepening move was around 6.5 standard deviations from the
mean. A review of the IG 9 situation is being done, and it will be shared with the OCC and Fed
when completed. ' ' '

Attendees: s :

JPM: CIO attendees: Ina Drew Chief Investment Officer, John Wilmot CIO CFO, Achilles Macris CIO
Managing Director EMEA (telephone), Javier Artajo CIO Managing Director EMEA (telephone), Irv
Goldman Market Risk Management Managing Director, Pete Weiland Market Risk Management
Managing Director, Keith Stephan Market Risk Management Executive Director EMEA (telephone),
Greg Baer Managing Director Associate General Counsel, Joe Sabatini Managing Director Head
Supervisory Relationship

OCC attendees: Fred Crumlish, James Hohl, Mike Kirk
Fed attendees: Anna lacucci, two others

- apc

*¥¥ If you have received this message in emor, please delete the original and all copies, and notify the sender
immediately. Federal law prohibits the disclosure or other use of this information. ***
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From: Wilmot, John

To: Regulator\), James X <Hohl \>
Sent: 4/19/2012 9:15:18 ' PM

subject: . RE: CIO EMR?

Yes, we sfill produce it but we don't include in the Treasury EMR. Itis separate. | apdlogize for you guys being left
off. Fwill get my team to rectify that and send you the monthlies ytd.

John C. Wilmot | Chief Investment Office | + john.wilmot® jpmorgan.com | (Work: (212) 834-5452 | ( Cell: | NNEEEERG__

From: Hohl (Regulator), James X

Sent: Thursday, April 19, 2012 3:21 PM = e = Redacted by the Permancnt I, :
To: Wilmot, John : : " Subcommittee on lavet 0T |
Subject: CIO EMR? ' ‘

Hi John,

" Does the CIO still produce an EMR? It wasn't included in the January Treasury EMR, which is where | used to see it.
I'm looking for the balance sheet information that was init. Thanks,

James

Permanent Subcommittee on Investigations
EXHIBIT #64

BANK PROPRIETARY AND/OR TRADE SE
TNEORMATION :

OCC-00004723




From: - Weiland, Peter

To: Regulator), James X <Hohl ¥ ;

CcC: o <Wilmot, John>;<Goldman, Invin J>

Sent: 4/19/2012 10:24:01 PM

Subject: 'RE: Info on VaR, CSBPV, and stress status and limits

| talked to someone inreporting. The excessions email was incorrect.

We are in the midst of implementing stress limits that include SAA. The old limits were $500mm for MTM and
$800mm for Aggregate excluding SAA. The numbers | gave you below are the new usages fully inclusive of SAA with

the new limits as approved by Hogan et al. It may be that the official reports for April 5 still showed the old limits. Just
to summarize, the new ones are:

ClIO MTM usage $1.53B against limit of $1.0B
CIO Aggregate usage $12.67B against limit of $15.0B

Pete
Peter Weiland : - -
) I e = Redacted by the Permanent
-I'EIELb‘-lz‘l ks : Subcommittee on Investigations
ob: -+ NG - _

From: Hohl (Regulator), James X

Sent: 'Ihursday, April 19, 2012 2:51 PM

To: Weiland, Peter

Subject: RE: Info on VaR, CSBPV, and stress status and limits

Pete,

he attached 4/17 excession report was the source of the comment. It seems to show ClO aggregate stress of $
18,454 million in the Level 1 tab to me also, unless we're not reading it correctly. I've also included the report that we
have for 4/5 because the way | read it in the Level 1 tab, CIO exceeds both aggregate and MTM stress limits of $800
million and $500 million respectively. Please let me know whether we're reading the reports correctly.

Thanks. James

From: Weiland, Peter

Sent: Thursday, April 19, 2012 1:51 PM

To: Hohl (Regulator), James X

Cc: Wilmot, John; Goldman, Irvin ]

Subject: RE: Info on VaR, CSBPY, and stress status and limits

Hi James —
H'appyr to help-

1. The Monday-Tuesday daily increase in the firm's VaR was due primarily to anincrease in the CIO VaR. This
was not due to any new trades, but rather to market data. In fact, in reviewing some of the market data from
the last week we found that some of the volatility from April 10 was absent in the market data and we fixed it.

2. The aggregate stress comment is not correct. As of April 5, CIO is over its MTM stress limit, at $1.53B vs.
fimit of $1.0B. Aggregate stress usage is $12.67B vs. limit of $15B (within limit). With respect to CS01 limit, it
is correct that we have been in excess for some time. This is a limit under review, as it currently aggregates
CS01s from various underlyings (e.g., IG and HY) that should not be added. \We have chosen not to adjust the
limit urtil we implement the new methodology. We are working on a new set of limits for synthetic credit and
the current CS01 will be replaced by something more sensible and granular.

Permanent Subcommittee on Investigations
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Best,

Pete

s = Redacted by the Permanent
Subcommittee on Investigations

Peter Weiland
Tel: +1 212 834 5549

Mob: + I

From: Hohl (Regulator), James X

Sent: Thursday, April 19, 2012 11:07 AM

To: Weiland, Peter

Subject: Info on VaR, CSBPV, and stress status and limits

Hi Pete,

Would you have any color around some observations about the CIO VaR, CSBPV and stress results? |
received the following from another examiner this morning. Thanks, James.

The increase in the Firm's VaR is primarily driven by ClO Synthetic Credit porifolio.

ClO aggrepate stress loss is over 23% of its $15B limit. Also, MtM cs bpv limit is in excession by 1074% and has been in
excession for 71 days.

BANK PROPRIETARY AND/OR TRADE SECRET OCC-SPI-00022341
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From: Kamath, Jairam

To: | o Batista, Geralynn : _ ~-wa= Redacted by the Permanent
Sent: . 4/23/2012 5:51:25 PM ; o : Subcommittee on Investigations
jubject: RE: Weekly Market Summary period ending 4/13 e .

Sorry, | missed your email last week. |also saw the final version Fred sent out. Looks good.

jairam.kamath@occ.treas.gov

Tel: 212-899-1386

BB: EEEEE e

Fax:301-433-6238

This message is intended for designated recipients only. If you have recelved this message in error, please delete

the original and all copies and notify the sender immediately. Federal law prohibits the disclosure or other use of
thisinformation.

From: Batista, Geralynn

Sent: Thursday, April 19, 2012 1:15 PM

To: Kamath, Jairam

Cc: Swank, Todd; Fursa, Thomas

Subject: Weekly Market Summary period ending 4/13

Hi lairam,

Do you mind taking a quick peek at this to confirm that it properly reflects the changes_tb the stress testing
“framework?

Thanks,

Geralynn

Stress losses increased attributable to additional portfollos added as a result of FS| (see detalis below); 1B VaR
unchanged trailing 5-day trading revenue is moderate at $398mm.

STRESS RESULTS (COB 4/6/12)

Change Current
- Current Loss/Gain
Prior week Loss/Gain

Limit -

‘Scenario

Firm MTM Bad Case.

Permanent Subcd}nanittee on Investigations
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====== Redacted by the Permanent
Subcommittee on Invesiigatiin

.irm Aggregate Bad Case

IB MTM Bad Case

CIOMTM
| -$667mm
- -51.5bn |
_ -$860mm
-51.0bn
Oil Crisis
RFS MTM

The AFS portfolic has been added to the CIO Aggregate stress test, resulting in a dra'matic rise in stress

BANK PROPRIETARY AND/OR TRADE SECRET F ; OCC-SPI1-00023058
INFORMATION



losses (see chart 1 below). However, the inclusion of the sizable AFS portfolio represents a discontinuity in the
Aggregate Bad Case time series as previously displayed on the graphs. To adjust for this change, the CIO Aggregate
loss estimate is subtracted from the series and shown on the “Adjusted” chart (see chart 2 below). 100% of CIO

‘ggregate losses are assumed to come from the AFS portfolio for simplicity (note that prnar week's CIO Aggregate
10ss contribution to Aggregate Bad Case losses was immaterial).

Other portfolios, @5 S A SO A R ST S SR AT

o “The CIO MTM limit increased from $0.5bn to $1.0bn

o The CIO Aggregate limitincreased from $0.8bn to $15.0bn

Chart1

<< OLE Object: Picture {Device Independent Bitmap) >> wmmemm = Redacted by the Permanent

Subcommittee on Investigations

Chart 2

<< OLE Object: Picture (Device Independent Bitmap) >>

} VAR (4/6 — 4/13)

- MEETING MINUTES (4/18)

Follow-Up Items
" Review Fred’s email (4/17) for to-do’s while he is out

Send Fred a list of impediments to having “strong” risk management in the areas of interest rate risk,
price risk, and liquidity '

Summary Bullets

General

Sally visited to review the Supéwisory Strategy over the past two déys. She:pointed outthatregarding .
Heightened Expectations, the definition of “strong risk management” is to be considered at the dedicated risk
~ management line, not the lines of business

The Whale Trade issue is considered closed--email went out to Senior Management yesterday
Derivatives/Rates/Equities

BANK PROPRIETARY AND/OR TRADE SECRET ' | . OCC-SPI-00023059
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From: ) Batista, Geralynn

To: <Crumlish, Fred>;<Monroe, Christopher>;<Kirk, Mike>;<Swank, Todd>:<Hohl, James>;<Banks,
George>;<Kamath, Jalram> <Wong, Elwyn>;<Tornese, Doug>;<Fursa, Thomas> :<McLaughlin,
Doug=>;<Vourvoulias, Andrea>;<Glassman, Adam=;<Mark, Aaron>

CcC: ' <Waterhouse, Scott>;<Jacobi, Gene>;<Atkins, Glenn>;<Batista, Geralynn>
Sent: ' - 4/25/2012 8:10:07 PM

Subject: Weekly Market ‘Summary period endlng 4/20

Attachments: ATTACHOOO eml

Stress [osses increased marginally following last week’s dramatic jump due to the inclusion of more portfolios
into FSI (see last week’s email attached below for more details); 1B VaR is up from 85mm to 87mm; trailing 5-day
trading revenue is moderate at 5378mm. .

STRESS RESULTS (COB 4/13/12)
Change Current

Current Loss/Gain

Prior week Loss/Gain = Redacted by the Permanent -
Subcommittee on Investigations
Limit '
" Scenario

Firm MTM Bad Case

Firm Aggregate Bad Case

[B MTM Bad Case

‘ ' EXHIBIT #67
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CIOMTM
$97mm
-$1.4bn
-$1.5hn
-51.0bn
Qil Crisis

RFSMTM

The increase in F|rm Aggregate loss was driven by ClO’s elevated utilization primarily due to a large sell
offin equities ' '

Forthe second consecutive week, CIO is breaching its $1.0bn stress limit with 3 utilization of $1.43bn in
the Oil Crisis scenario : : '

Chart 1

I

Chart 2

<<, >>

AR (4/23)
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Firm VaR is $144.Smm up from $134mm wow due to ClO VaR increase. After breaching the limit multiple
times Iast week the limit was ralsed to $145mm

MEETING MINUTES (4/25)

3ANK PROPRIETARY AND/OR TRADE SECRET ' | " OCC-SPI-00023755
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From: . Crumlish, Fred

To: Hohl, James; Kamath, Jairam
Sent: 5/6/2012 9:03:05 PM
ISubject: Re: CIO Synthetic Position

Just got back from chile and saw this. Also didn't see any emails or weekly summary comments since | went on leave..
-apc

occ
202-4359-3938

This message is-intended for designated recipients only. If you have received this message in error, please delete the
original and all copies, and notify the sender immediately. Federal law proh:blts the d!sciosure or cther use of this
’ lnformahon

From: Waterhouse, Scott

Sent: Friday, May 04, 2012 12:03 PM
To: Crumlish, Fred; Hohi, James
‘Subject: CIO Synthetic Position

Doug Braunstein and John Hogan called to provide an update on the ClO position.. They mentioned that if we
have been watching the position reports and P&Ls, we would have seen that they have been taking some
significant MTM losses over the past few weeks. These losses are on positions established some time ago. Current

losses are approximately $1 6 billion. Doug said that over time, the bank has taken ‘a couple billion" in gain as an
offset to this position. -

' Butatthis point, the remaining position is too large and the bank is trying to reduce risk. John said that the long
position is sensitive to a 10% widening in the amount of $800MM. This is hedged with a short position in high
yields that hasa 10% sensitivity of $650MM, giving a net risk to credit spread widening of $250MM. The bankis
taking actions now to further reduce the exposure.

- Doug sald that the CIO W|Il also close out some bond positions to take apprommate]y S1Bin gains to offset this
loss.

John said that Ashley Bacon, in his new role as global overseer of market risk, isintroducing new rlsk measures and
limits for the CIO.

The bank will publish its Q on Thursday, and Doug expects that they will make some comment in the document.

Doug wants to have a meeting on Wednesday to discuss the history of the position, its performance, and ’glide
path’ to further reduce the risk. He expects that the position will be down substantially by the time we get

together. This meeting will be with the Fed. Fred --you and James should be prepared to attend. Let’s talk
Monday about this. '

Scott

BANK PROPRIETARY AND/OR TRADE SECRE
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From: Crumlish, Fred

To: Waterhouse, Scott

GG Kamath, Jairam; Kirk, Mike; Hohl, James

Sent: 5/7/2012 6:57:01 PM

Subject: CIO information for Wednesday

Attachments: FSI Limit Change FAQ.docx; R-700596-CIO_-_7-ppt.DRF

Scott - | have been catching up and geing through email from the team, and am sending you a couple of background
documents relevant to Wedneasday. | believe you have the handout and notes from our meeting with Ina Drew, but |
canresend them as well. . ‘

ClO wert to the DRPC in March (see attached wisdm line), but there wasn't a lot of discussion of the synthetic book.
JPM would acknowledge that what they do may be problematic from a Volker perspective, depending on the way the
rues are written. (Note especially the wording of the mandate) However, they strangly believe that what they do should
be exempt from Volker. | haven't found their pitch to DC or others particularly compelling however, since when before
DC policy they tend to speak in generalities or use the word “hedge” too much when what they do is more a