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Risk Factors

. RISK FACTORS

J.P. Morgan Structured Products B.V. ("JPMSP" or the "lIssuer") is an indirect, wholly-owned
subsidiary of JPMorgan Chase Bank, N.A. JPMorgan Chase Bank, N.A. is one of the principal bank
subsidiaries of JPMorgan Chase & Co. (the "holding company" and, JPMorgan Chase & Co. together
with its consolidated subsidiaries "JPMorgan Chase"). J.P. Morgan Securities plc ("JPMS plc") is
also a principal bank subsidiary of JPMorgan Chase. Investors in the Securities are exposed to the
creditworthiness of JPMSP as an issuer of Securities. In relation to certain Securities (issued by
JPMSP) JPMS plc will act as guarantor (if so specified in the Prospectus and the applicable final terms)
and investors in such Securities are exposed to the creditworthiness of JPMS plc as guarantor of such
Securities. On account of JPMSP and JPMS plc being subsidiaries of JPMorgan Chase & Co., the risks
that affect JPMorgan Chase can also affect JPMSP and JPMS plc, either directly as an individual entity
or indirectly as part of JP-Morgan Chase.

JPMorgan Chase is a major, global financial services group and, as such, faces a variety of risks that
are substantial and inherent in its businesses, and which may affect JIMSP's and the JPMS plc's ability
to fulfil its respective payment, delivery or other obligations under the Securities.

JPMSP will, in respect of each issuance, enter into hedging arrangements with one or more companies
of JPMorgan Chase, which may in turn hedge their positions by entering into hedging arrangements
with another JPMorgan Chase company. If any of these JPMorgan Chase companies incurs losses with
respect to any of its activities (irrespective of whether those activities relate to JPMSP or not) the
ability of such company to fulfil its obligations under such hedging arrangements could be impaired,
thereby exposing holders of securities issued by JPMSP to a risk of loss. Should this circumstance
materialise, the payment obligations of JPMSP under the terms of the Securities issued by JPMSP
would be guaranteed by JPMS plc.

JPMS plc is one of the principal operating companies in the JPMorgan Chase group. JPMS plc itself
provides a wide range of financial and securities services. There are also substantial inter-relationships
between JPMs plc and other companies of JPMorgan Chase, which may include the provision of
funding, capital services and logistical support to or by JPMS plc, as well as common or shared
business or operational platforms or systems, including employees. As a consequence of such inter-
relationships, and of the participation of both JPMS plc and other JPMorgan Chase group companies in
the global financial services sector, factors which could affect the business and condition of JPMorgan
Chase & Co. or other companies of JPMorgan Chase may also affect the business and condition of
JPMS plc. Any such effect could be direct, for example, where economic or market factors directly
affect the markets in which JPMS plc and other companies of JPMorgan Chase operate, or indirect, for
example where any factor affects the ability of other companies in the JPMorgan Chase group to
provide services or funding or capital to JPMS plc or, directly or indirectly, to place business with
JPMS plc. Similarly, any development affecting the reputation or standing of JPMorgan Chase & Co.
or other companies in the JPMorgan Chase group may have an indirect effect on JPMS plc. Such inter-
relationships should therefore be taken into account in any assessment of JPMS plc.

Purchase of Securities issued by JPMSP involves substantial risks: Investors should ensure that they
understand the nature of the risks posed by, and the extent of their exposure under, the Securities.
Investors should consider the suitability of the Securities as an investment in light of their own
circumstances, investment objectives, tax position and financial condition.
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1.2

Regulatory Risk

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

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

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

) limit the products and services that it offers;

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

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

) recognise losses in the value of assets that it holds;

o pay higher assessments, levies or other governmental charges;

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

o impose restrictions on certain business activities, or

o increase the prices that it charges for products and services, which could reduce the

demand for them.

Differences in financial services regulation can be disadvantageous for JPMorgan
Chase's business.

The content and application of laws and regulations affecting financial services firms
sometimes vary according to factors such as the size of the firm, the jurisdiction in which it is
organised or operates, and other criteria. For example:

o larger firms are often subject to more stringent supervision and regulation;

o financial technology companies and other non-traditional competitors may not be
subject to banking regulation, or may be supervised by a national or state regulatory
agency that does not have the same resources or regulatory priorities as the regulatory
agencies which supervise more diversified financial services firms; or

) the financial services regulatory framework in a particular jurisdiction may favour
financial institutions that are based in that jurisdiction.

These types of differences in the regulatory framework can result in a firm such as JPMorgan
Chase losing market share to competitors that are less regulated or not subject to regulation,
especially with respect to unregulated financial products.
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There can also be significant differences in the ways that similar regulatory initiatives
affecting the financial services industry are implemented in the U.S. and in other countries and
regions in which JPMorgan Chase does business. For example, when adopting rules that are
intended to implement a global regulatory initiative or standard, a national regulator may
introduce additional or more restrictive requirements, which can create competitive
disadvantages for financial services firms, such as JPMorgan Chase, that may be subject to
those enhanced regulations.

Legislative and regulatory initiatives outside the U.S. could require JPMorgan Chase to make
significant modifications to its operations and legal entity structure in the relevant countries or
regions in order to comply with those requirements. These include laws and regulations that
have been adopted or proposed relating to:

o the resolution of financial institutions;

o the establishment of locally-based intermediate holding companies;

o the separation (or "ring fencing") of core banking products and services from market
activities;

o requirements for executing or settling transactions on exchanges or through central

counterparties ("CCPs");

) position limits and reporting rules for derivatives;
o governance and accountability regimes;

) conduct of business requirements; and

o restrictions on compensation.

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

) divest assets or restructure its operations;

o absorb increased operational, capital and liquidity costs;

o change the prices that it charges for its products and services;

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

o incur higher costs for complying with different legal and regulatory frameworks.

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

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

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

In connection with resolving specific regulatory investigations or enforcement actions, certain
regulators have required JPMorgan Chase and other financial institutions to admit wrongdoing
with respect to the activities that gave rise to the resolution. These types of admissions can
lead to:

o greater exposure in civil litigation;
o damage to reputation;
o disqualification from doing business with certain clients or customers, or in specific

jurisdictions; or
. other direct and indirect adverse effects.

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

) loss of clients, customers and business;
) restrictions on offering certain products or services; and
o losing permission to operate certain businesses, either temporarily or permanently.

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

o enter into further resolutions;

o pay additional regulatory fines, penalties or judgments; or

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

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

The long-term impact of U.S. tax reform legislation is uncertain, and may be affected by
regulatory implementation.
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The long-term impact of the Tax Cuts & Jobs Acts ("TCJA") on JPMorgan Chase and the
U.S. economy remains uncertain. While the enactment of the TCJA has had, and should
continue to have, a positive impact on JPMorgan Chase's net income, the competitive
environment and other factors will influence the extent to which these benefits are retained by
JPMorgan Chase over the longer term, and the specific impact on JPMorgan Chase's
businesses, products and geographies may vary. In addition, the Treasury Regulations
governing certain TCJA provisions have not been finalised and their ultimate impact on
JPMorgan Chase is uncertain.

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

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

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

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

o the absence of a statutory or regulatory basis or guidance for engaging in specific
types of business or transactions;

o the adoption of conflicting or ambiguous laws and regulations, or the inconsistent
application or interpretation of existing laws and regulations;

o uncertainty concerning the enforceability of contractual obligations;

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

o the threat of arbitrary regulatory investigations, civil litigations or criminal
prosecutions, the termination of licences required to operate in the local market or the
suspension of business relationships with governmental bodies.

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

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

JPMorgan Chase is required under Federal Reserve and the U.S. Federal Deposit Insurance
Corporation (the "FDIC") rules to prepare and submit periodically to those agencies a detailed

8
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plan for rapid and orderly resolution in bankruptcy, without extraordinary government
support, in the event of material financial distress or failure. The agencies' evaluation of
JPMorgan Chase's resolution plan may change, and the requirements for resolution plans may
be modified from time to time. Any such determinations or modifications could result in
JPMorgan Chase needing to make changes to its legal entity structure or to certain internal or
external activities, which could increase its funding or operational costs.

If the Federal Reserve and the FDIC were to determine that a resolution plan submitted by
JPMorgan Chase has deficiencies, they could jointly impose more stringent capital, leverage
or liquidity requirements or restrictions on JPMorgan Chase's growth, activities or operations.
After two years, if the deficiencies are not cured, the agencies could also require that
JPMorgan Chase restructure, reorganise or divest assets or businesses in ways that could
materially and adversely affect JPMorgan Chase's operations and strategy. As a consequence,
operations, business and assets of JPMSP and/or JPMS plc could be transferred to other
members of the group and JPMSP and/or JPMS plc could be reorganised or liquidated.

Political Risk

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

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

o impede the ability of U.K.-based financial services firms to conduct business in the
EU;
) fail to address significant unresolved issues relating to the cross-border conduct of

financial services activities; or
) apply only temporarily.

JPMorgan Chase has been making the necessary modifications to its legal entity structure and
operations in the EU, the locations in which it operates and the staffing in those locations to
address the expected departure of the U.K. from the EU, including the possibility that the U.K.
may depart from the EU on or before 31 October 2019 without a withdrawal agreement in
place. If the U.K. departs from the EU with no withdrawal agreement having been reached, the
types of structural and operational changes that JPMorgan Chase is in the process of making to
its European operations will result in JPMorgan Chase having to sustain a more fragmented
operating model across its U.K., EU and other operating entities. Due to considerations such
as operating expenses, liquidity, leverage and capital, the modified European operating
framework will be more complex, less efficient and more costly than would otherwise have
been the case. JPMorgan Chase may experience these types of inefficiencies in its business
and operations even if a withdrawal agreement is reached, for example in the event that during
the transition period contemplated by such an agreement, the U.K. and the EU fail to reach
further agreement on future trade relationships between the U.K. and the EU, or if any other
outcome persists that does not assure ongoing access for U.K.-based financial services firms to
the EU market.

A disorderly departure of the U.K. from the EU, or the unexpected consequences of any
departure, could have significant and immediate destabilising effects on cross-border financial
services activities, depending on circumstances that may exist following such a withdrawal,
including:
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o the possibility that clients and counterparties of financial institutions are not
positioned to continue to do business through EU-based legal entities;

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

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

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

o lack of legal certainty concerning the treatment of existing transactions.

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

Economic uncertainty or instability caused by political developments can hurt
JPMorgan Chase's businesses.

The economic environment and market conditions in which JPMorgan Chase operates
continue to be uncertain due to political developments in the U.S. and other countries. Certain
policy initiatives and proposals could cause a contraction in U.S. and global economic growth
and higher volatility in the financial markets, including:

o inability to reach political consensus to keep the U.S. government open and funded;

) isolationist foreign policies;

o the introduction of tariffs and other protectionist trade policies; or

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

These types of political developments, and uncertainty about the possible outcomes of these
developments, could:

o erode investor confidence in the U.S. economy and financial markets, which could
potentially undermine the status of the U.S. dollar as a safe haven currency;

o provoke retaliatory countermeasures by other countries and otherwise heighten
tensions in diplomatic relations;

o increase concerns about whether the U.S. government will be funded, and its
outstanding debt serviced, at any particular time; and

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

These factors could lead to:
o greater market volatility;

o large-scale sales of government debt and other debt and equity securities in the U.S.
and other countries;

o the widening of credit spreads;
10
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o inflationary pressures;
o lower investment growth; and
o other market dislocations.

Any of these potential outcomes could cause JPMorgan Chase to suffer losses on its market-
making positions or in its investment securities portfolio, reduce its liquidity and capital
levels, hamper its ability to deliver products and services to its clients and customers, and
weaken its results of operations and financial condition.

Market Risk

JPMorgan Chase's businesses are materially affected by economic and market events
and conditions.

JPMorgan Chase's results of operations can be negatively affected by adverse changes in any
of the following:

) investor, consumer and business sentiment;

) events that reduce confidence in the financial markets;

) inflation or deflation;

o high unemployment or, conversely, a tightening labour market;

o the availability and cost of capital and credit;

) monetary and fiscal policies and actions taken by the Federal Reserve and other

central banks or governmental authorities, including any suspension or reversal of
large-scale asset purchases;

) trade policies implemented by governmental authorities;

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

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

JPMorgan Chase's consumer businesses can be negatively affected by adverse economic
conditions.

JPMorgan Chase's consumer businesses are particularly affected by U.S. and global economic
conditions, including:

) interest rates;

) the rates of inflation and unemployment;

o housing prices;

o the level of consumer and small business confidence;

o changes in consumer spending or in the level of consumer debt; and
) the number of personal bankruptcies.

A rapid increase in interest rates could negatively affect consumer credit performance to the
extent that consumers are less able to service their debts. Sustained low growth, inflationary
pressures or recessionary conditions could diminish customer demand for the products and

11
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services offered by JPMorgan Chase's consumer businesses. These conditions could also
increase the cost to provide those products and services. Adverse economic conditions could
also lead to an increase in delinquencies and higher net charge-offs, which can reduce
JPMorgan Chase's earnings. These consequences could be significantly worse in certain
geographies where high levels of unemployment have resulted from declining industrial or
manufacturing activity, or where high levels of consumer debt, such as outstanding student
loans, impair the ability of customers to pay their other consumer loan obligations.

JPMorgan Chase's earnings from its consumer businesses could also be adversely affected by
governmental policies and actions that affect consumers, including:

o policies and initiatives relating to medical insurance, education, immigration and
employment status;

o the inability to reach political consensus to keep the U.S. government open and
funded; and
) policies aimed at the economy more broadly, such as infrastructure spending and

global trade, which could result in higher inflation or reductions in consumer
disposable income.

In addition, governmental proposals to permit student loan obligations to be discharged in
bankruptcy proceedings could, if enacted into law, encourage certain of JPMorgan Chase's
customers to declare personal bankruptcy and thereby trigger defaults and charge-offs of credit
card and other consumer loans extended to those customers.

Unfavourable market and economic conditions can have an adverse effect on JPMorgan
Chase's wholesale businesses.

In JPMorgan Chase's wholesale businesses, market and economic factors can affect the
volume of transactions that JPMorgan Chase executes for its clients or for which it advises
clients, and, therefore, the revenue that JPMorgan Chase receives from those transactions.
These factors can also influence the willingness of other financial institutions and investors to
participate in capital markets transactions that JPMorgan Chase manages, such as loan
syndications or securities underwritings. Furthermore, if a significant and sustained
deterioration in market conditions were to occur, the profitability of JPMorgan Chase's capital
markets businesses could be reduced to the extent that those businesses:

) earn less fee revenue due to lower transaction volumes, including when clients are
unwilling or unable to refinance their outstanding debt obligations in unfavourable
market conditions;

o dispose of portions of credit commitments, such as loan syndications or securities
underwritings, at a loss; or

) hold larger residual positions in credit commitments that cannot be sold at favourable
prices.

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

The fees that JPMorgan Chase earns from managing client assets or holding assets under
custody for clients could be diminished by declining asset values or other adverse
macroeconomic conditions. For example, higher interest rates or a downturn in financial
markets could affect the valuations of client assets that JPMorgan Chase manages or holds
under custody, which, in turn, could affect JPMorgan Chase's revenue from fees that are based

12
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on the amount of assets under management or custody. Similarly, adverse macroeconomic or
market conditions could prompt outflows from JPMorgan Chase funds or accounts, or cause
clients to invest in products that generate lower revenue. Substantial and unexpected
withdrawals from a JPMorgan Chase fund can also hamper the investment performance of the
fund, particularly if the outflows create the need for the fund to dispose of fund assets at
disadvantageous times or prices, and could lead to further withdrawals based on the weaker
investment performance.

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

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

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

o JPMorgan Chase's ability to effectively hedge market and other risks on its positions;

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

o the availability of liquidity in the capital markets.

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

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

o severe declines in asset values;
o unexpected credit events;
o unforeseen events or conditions that may cause previously uncorrelated factors to

become correlated (and vice versa); or

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

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

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

13
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JPMorgan Chase can generally be expected to earn higher net interest income when interest
rates are increasing. However, higher interest rates can also lead to:

o fewer originations of commercial and residential real estate loans;

o losses on underwriting exposures;

o lower returns on JPMorgan Chase's investment securities portfolio;

o the loss of deposits to the extent that JPMorgan Chase makes incorrect assumptions

about depositor behaviour;

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

o less liquidity in the financial markets and higher funding costs.

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

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

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

o a decrease in the value of JPMorgan Chase's mortgage servicing rights ("MSRs"),
which may lead to decreasing revenues.

When credit spreads widen, it becomes more expensive for JPMorgan Chase to borrow.
JPMorgan Chase's credit spreads may widen or narrow not only in response to events and
circumstances that are specific to JPMorgan Chase but also as a result of general economic
and geopolitical events and conditions. Changes in JPMorgan Chase's credit spreads will
affect, positively or negatively, JPMorgan Chase's earnings on certain liabilities, such as
derivatives, that are recorded at fair value.

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

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

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

Credit Risk

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

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

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

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

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

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

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

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

JPMorgan Chase may suffer losses if the value of collateral declines in stressed market
conditions.

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

JPMorgan Chase could incur significant losses arising from concentrations of credit and
market risk.

JPMorgan Chase is exposed to greater credit and market risk to the extent that groupings of its
clients or counterparties:

o engage in similar or related businesses, or in businesses in related industries;
o do business in the same geographic region; or
o have business profiles, models or strategies that could cause their ability to meet their

obligations to be similarly affected by changes in economic conditions.

For example, a significant deterioration in the credit quality of one of JPMorgan Chase's
borrowers or counterparties could lead to concerns about the creditworthiness of other
borrowers or counterparties in similar, related or dependent industries. This type of
interrelationship could exacerbate JPMorgan Chase's credit, liquidity and market risk exposure
and potentially cause it to incur losses, including fair value losses in its market-making
businesses.

Similarly, challenging economic conditions that affect a particular industry or geographic area
could lead to concerns about the credit quality of JPMorgan Chase's borrowers or
counterparties not only in that particular industry or geography but in related or dependent
industries, wherever located. These conditions could also heighten concerns about the ability
of customers of JPMorgan Chase's consumer businesses who live in those areas or work in
those affected industries or related or dependent industries to meet their obligations to
JPMorgan Chase. JPMorgan Chase regularly monitors various segments of its credit and
market risk exposures to assess the potential risks of concentration or contagion, but its efforts
to diversify or hedge its exposures against those risks may not be successful.

JPMorgan Chase's consumer businesses can also be harmed by an excessive expansion of
consumer credit by bank or non-bank competitors. Heightened competition for certain types of
consumer loans could prompt industry-wide reactions such as significant reductions in the
pricing or margins of those loans or the making of loans to less-creditworthy borrowers. If
large numbers of consumers subsequently default on their loans, whether due to weak credit
profiles, an economic downturn or other factors, this could impair their ability to repay
obligations owed to JPMorgan Chase and result in higher charge-offs and other credit-related
losses. More broadly, widespread defaults on consumer debt could lead to recessionary
conditions in the U.S. economy, and JPMorgan Chase's consumer businesses may earn lower
revenues in such an environment.

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

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

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

) market-wide illiquidity or disruption;

o unforeseen cash or capital requirements;

o inability to sell assets, or to sell assets at favourable times or prices;

o default by a CCP or other significant market participant;

o unanticipated outflows of cash or collateral;

) unexpected loss of consumer deposits caused by changes in consumer behaviour; and

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

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

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

o satisfy applicable liquidity coverage ratio and net stable funding ratio requirements;
o address obligations under its resolution plan; or
) satisfy regulatory requirements in jurisdictions outside the U.S. relating to the pre-

positioning of liquidity in subsidiaries that are material legal entities.

More generally, if JPMorgan Chase fails to effectively manage its liquidity, this could
constrain its ability to fund or invest in its businesses, and thereby adversely affect its results
of operations.

JPMorgan Chase & Co. is a holding company and depends on the cash flows of its
subsidiaries to make payments on its outstanding securities.

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

The holding company is obligated to contribute to the IHC substantially all the net proceeds
received from securities issuances (including issuances of senior and subordinated debt
securities and of preferred and common stock).
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The ability of JPMorgan Chase Bank, N.A. and the IHC to make payments to the holding
company is also limited. JPMorgan Chase Bank, N.A. is subject to restrictions on its dividend
distributions, as well as capital adequacy and liquidity requirements and other regulatory
restrictions on its ability to make payments to the holding company. The IHC is prohibited
from paying dividends or extending credit to the holding company if certain capital or
liquidity "thresholds" are breached or if limits are otherwise imposed by JPMorgan Chase's
management or Board of Directors.

As a result of these arrangements, the ability of the holding company to make various
payments is dependent on its receiving dividends from JPMorgan Chase Bank, N.A. and
dividends and extensions of credit from the IHC. These limitations could affect the holding
company's ability to:

o pay interest on its debt securities;

o pay dividends on its equity securities;

o redeem or repurchase outstanding securities; and
) fulfil its other payment obligations.

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

Reductions in JPMorgan Chase's credit ratings may adversely affect its liquidity and
cost of funding.

JPMorgan Chase & Co. and certain of its principal subsidiaries are rated by credit rating
agencies. Rating agencies evaluate both general and firm-specific and industry-specific factors
when determining credit ratings for a particular financial institution, including:

o expected future profitability;

o risk management practices;

) legal expenses;

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

o regulatory developments;

o assumptions about government support; and

o economic and geopolitical trends.

JPMorgan Chase closely monitors and manages, to the extent that it is able, factors that could
influence its credit ratings. However, there is no assurance that JPMorgan Chase's credit
ratings will not be lowered in the future. Furthermore, any such downgrade could occur at
times of broader market instability when JPMorgan Chase's options for responding to events
may be more limited and general investor confidence is low.

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

o reducing its access to capital markets;
o materially increasing the cost of issuing and servicing securities;
o triggering additional collateral or funding requirements; and
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o decreasing the number of investors and counterparties that are willing or permitted to
do business with or lend to JPMorgan Chase.

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

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

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

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

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

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

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

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

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

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

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

JPMorgan Chase also depends on its ability to access and use the operational systems of its
vendors, custodians and other market participants, including clearing and payment systems,
CCPs, securities exchanges and data processing, security and technology companies.

The ineffectiveness, failure or other disruption of operational systems upon which JPMorgan
Chase depends, including due to a systems malfunction, cyberbreach or other systems failure,
could result in unfavourable ripple effects in the financial markets and for JPMorgan Chase
and its clients and customers, including:

) delays or other disruptions in providing information, services and liquidity to clients
and customers;

) the inability to settle transactions or obtain access to funds and other assets;

o the possibility that funds transfers, capital markets trades or other transactions are
executed erroneously, illegally or with unintended consequences;

o financial losses, including due to loss-sharing requirements of CCPs, payment
systems or other market infrastructures, or as possible restitution to clients and
customers;

o higher operational costs associated with replacing services provided by a system that
is unavailable;

o client or customer dissatisfaction with JPMorgan Chase's products and services;

) loss of confidence in the ability of JPMorgan Chase, or financial institutions

generally, to protect against and withstand operational disruptions; or
) harm to JPMorgan Chase's reputation.

As the speed, frequency, volume, interconnectivity and complexity of transactions continue to
increase, it becomes more challenging to effectively maintain and upgrade JPMorgan Chase's
operational systems and infrastructure, especially due to the heightened risks that:

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

o isolated or seemingly insignificant errors in operational systems compound, or
migrate to other systems over time, to become larger issues;
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o failures in synchronisation or encryption software, or degraded performance of
microprocessors due to design flaws, could cause disruptions in operational systems,
or the inability of systems to communicate with each other; and

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

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

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

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

o potential liability to clients, counterparties and customers;

o increased operating expenses;

o higher litigation costs, including regulatory fines, penalties and other sanctions;
) damage to JPMorgan Chase's reputation;

o impairment of JPMorgan Chase's liquidity;

o regulatory intervention; or

o weaker competitive standing.

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

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

External operational systems with which JPMorgan is connected, whether directly or
indirectly, can be sources of operational risk to JPMorgan Chase. JPMorgan Chase may be
exposed not only to a systems failure that may be experienced by a vendor or market
infrastructure with which JPMorgan Chase is directly connected, but also to a systems
breakdown of another party to which such a vendor or infrastructure is connected. Similarly,
retailers, data aggregators and other external parties with which JPMorgan Chase's customers
do business can increase JPMorgan Chase's operational risk. This is particularly the case
where activities of customers or those parties are beyond JPMorgan Chase's security and
control systems, including through the use of the internet, personal smart phones and other
mobile devices or services.
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If an external party obtains access to customer account data on JPMorgan Chase's systems,
and that party experiences a cyberbreach of its own systems or misappropriates that data, this
could result in a variety of negative outcomes for JPMorgan Chase and its clients and
customers, including:

) heightened risk that external parties will be able to execute fraudulent transactions
using JPMorgan Chase's systems;

o losses from fraudulent transactions, as well as potential liability for losses that exceed
thresholds established in consumer protection laws and regulations;

o increased operational costs to remediate the consequences of the external party's
security breach; and

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

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

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

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

JPMorgan Chase's ability to operate its businesses efficiently and profitably, and to offer
products and services that meet the expectations of its clients and customers, is highly
dependent on the competence and trustworthiness of its employees, as well as employees of
other parties on which JPMorgan Chase's operations rely, including vendors, custodians and
financial markets infrastructures. JPMorgan Chase's businesses could be materially and
adversely affected by a significant operational breakdown or failure, theft, fraud or other
unlawful conduct, or other negative outcomes caused by human error or misconduct by an
employee of JPMorgan Chase or of another party on which JPMorgan Chase's operations
depend.

JPMorgan Chase faces substantial legal and operational risks in safeguarding personal
information.

JPMorgan Chase's businesses are subject to complex and evolving laws and regulations, both
within and outside the U.S., governing the privacy and protection of personal information of
individuals. The protected parties can include:

o JPMorgan Chase's clients and customers, and prospective clients and customers;

o clients and customers of JPMorgan Chase's clients and customers;

) employees and prospective employees; and

o employees of JPMorgan Chase's vendors, counterparties and other external parties.
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Ensuring that JPMorgan Chase's collection, use, transfer and storage of personal information
comply with all applicable laws and regulations in all relevant jurisdictions, including where
the laws of different jurisdictions are in conflict, can:

o increase JPMorgan Chase's compliance and operating costs;

o hinder the development of new products or services, curtail the offering of existing
products or services, or affect how products and services are offered to clients and
customers;

o demand significant oversight by JPMorgan Chase's management; and

o require JPMorgan Chase to structure its businesses, operations and systems in less

efficient ways.

Furthermore, JPMorgan Chase cannot ensure that all of its clients and customers, vendors,
counterparties and other external parties have appropriate controls in place to protect the
confidentiality of the information exchanged between them and JPMorgan Chase, particularly
where information is transmitted by electronic means. JPMorgan Chase could be exposed to
litigation or regulatory fines, penalties or other sanctions if personal, confidential or
proprietary information of clients, customers, employees or others were to be mishandled or
misused, such as situations where such information is:

o erroneously provided to parties who are not permitted to have the information; or
o intercepted or otherwise compromised by third parties.

Concerns regarding the effectiveness of JPMorgan Chase's measures to safeguard personal
information, or even the perception that those measures are inadequate, could cause JPMorgan
Chase to lose existing or potential clients and customers, and thereby reduce JPMorgan
Chase's revenues. Furthermore, any failure or perceived failure by JPMorgan Chase to comply
with applicable privacy or data protection laws and regulations may subject it to inquiries,
examinations and investigations that could result in requirements to modify or cease certain
operations or practices, significant liabilities or regulatory fines, penalties or other sanctions.
Any of these could damage JPMorgan Chase's reputation and otherwise adversely affect its
businesses.

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

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

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

o obtain unauthorised access to confidential information belonging to JPMorgan Chase
or its clients, customers, counterparties or employees;
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o manipulate or destroy data;
o disrupt, sabotage or degrade service on JPMorgan Chase's systems; or
o steal money.

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

JPMorgan Chase devotes significant resources to maintain and regularly upgrade its systems
to protect them against cyberattacks. However, JPMorgan Chase has experienced security
breaches due to cyberattacks in the past, and it is inevitable that additional breaches will occur
in the future. Any such breach could result in serious and harmful consequences for JPMorgan
Chase or its clients and customers.

A principal reason that JPMorgan Chase cannot provide absolute security against cyberattacks
is that it may not always be possible to anticipate, detect or recognise threats to JPMorgan
Chase's systems, or to implement effective preventive measures against all breaches. This is
because:

) the techniques used in cyberattacks change frequently and may not be recognised
until launched,;

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

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

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

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

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

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

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

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

o violations by JPMorgan Chase of applicable privacy and other laws;

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

o loss of confidence in JPMorgan Chase's cybersecurity measures;

o dissatisfaction among JPMorgan Chase's clients, customers or counterparties;
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o significant exposure to litigation and regulatory fines, penalties or other sanctions;
and
o harm to JPMorgan Chase's reputation.

JPMorgan Chase could also suffer some of the above consequences if a third party were to
misappropriate confidential information obtained by intercepting signals or communications
from mobile devices used by JPMorgan Chase's employees.

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

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

o the breadth of JPMorgan Chase's operations and the high volume of transactions that
it processes;

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

o the proliferation and increasing sophistication of cyberattacks; and

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

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

JPMorgan Chase's operations, results and reputation could be harmed by catastrophes
or other events.

JPMorgan Chase's business and operational systems could be seriously disrupted, and its
reputation could be harmed, by events that are wholly or partially beyond its control,
including:

o cyberbreaches or breaches of physical premises, including data centres;
o power, telecommunications or internet outages;
) failures of, or loss of access to, operational systems, including computer systems,

servers, networks and other technology assets;

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

) natural disasters or severe weather conditions;
o health emergencies or pandemics; or
o events arising from local or larger-scale political events, including outbreaks of

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

Any significant failure or disruption of JPMorgan Chase's operations or operational systems,
or any catastrophic event, could:

o hinder JPMorgan Chase's ability to provide services to its clients and customers or to
transact with its counterparties;

o require it to expend significant resources to correct the failure or disruption;

) cause it to incur losses or liabilities, including from loss of revenue, damage to or loss
of property, or injuries;

o expose it to litigation or regulatory fines, penalties or other sanctions; and
o harm its reputation.

JPMorgan Chase's risk management framework and procedures may not be effective in
identifying and mitigating every risk to JPMorgan Chase.

JPMorgan Chase's risk management framework is intended to mitigate risk and loss. The
framework includes both the "first line of defence", consisting of each line of business and
Treasury and the Chief Investment Office, including their aligned Operations, Technology and
Control Management groups, and the "second line of defence", consisting of Independent Risk
Management. JPMorgan Chase has established processes and procedures to identify, measure,
monitor, report and analyse the types of risk to which it is subject. However, there are inherent
limitations to risk management strategies because there may be existing or future risks that
JPMorgan Chase has not appropriately anticipated or identified.

Any inadequacy or lapse in JPMorgan Chase's risk management framework, governance
structure, procedures and practices, models or reporting systems could expose it to unexpected
losses, and its financial condition or results of operations could be materially and adversely
affected. In addition, any such inadequacy or lapse could:

) require significant resources to remediate;

o attract heightened regulatory scrutiny;

o expose JPMorgan Chase to regulatory investigations or legal proceedings;
o subject it to litigation or regulatory fines, penalties or other sanctions;

o harm its reputation; or

o diminish confidence in JPMorgan Chase.

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

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

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

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

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

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

o inherent limitations associated with forecasting uncertain economic and financial
outcomes;
) historical trend information may be incomplete, or may not anticipate severely

negative market conditions such as extreme volatility, dislocation or lack of liquidity;

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

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

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

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

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

o potential liability to clients and customers;

o regulatory fines, penalties or other sanctions;
) increased operational costs; or

o harm to JPMorgan Chase's reputation.

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

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

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

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

o trading assets and liabilities;

o instruments in the investment securities portfolio;
) certain loans;

o MSRs;

) structured notes; and

o certain repurchase and resale agreements.

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

Lapses in controls over disclosure or financial reporting could materially affect
JPMorgan Chase's profitability or reputation.
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There can be no assurance that JPMorgan Chase's disclosure controls and procedures will be
effective in every circumstance, or that a material weakness or significant deficiency in
internal control over financial reporting will not occur. Any such lapses or deficiencies could:

o materially and adversely affect JPMorgan Chase's business and results of operations
or financial condition;

o restrict its ability to access the capital markets;

o require it to expend significant resources to correct the lapses or deficiencies;
) expose it to litigation or regulatory fines, penalties or other sanctions;

o harm its reputation; or

o otherwise diminish investor confidence in JPMorgan Chase.

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

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

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

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

Strategic Risk

If JPMorgan Chase's management fails to develop and execute effective business
strategies, and to anticipate changes affecting those strategies, JPMorgan Chase's
competitive standing and results could suffer.

JPMorgan Chase's business strategies significantly affect its competitive standing and results
of operations. These strategies relate to:

) the products and services that JPMorgan Chase offers;

o the geographies in which it operates;

o the types of clients and customers that it serves;

o the counterparties with which it does business; and

) the methods and distribution channels by which it offers products and services.
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If management makes choices about these strategies and goals that prove to be incorrect, do
not accurately assess the competitive landscape and industry trends, or fail to address changing
regulatory and market environments, then the franchise values and growth prospects of
JPMorgan Chase's businesses may suffer and its earnings could decline.

JPMorgan Chase's growth and prospects also depend on management's ability to develop and
execute effective business plans to address these strategic priorities, both in the near term and
over longer time horizons. Management's effectiveness in this regard will affect JPMorgan
Chase's ability to develop and enhance its resources, control expenses and return capital to
shareholders. Each of these objectives could be adversely affected by any failure on the part of
management to:

o devise effective business plans and strategies;

o effectively implement business decisions, including by minimising bureaucratic
processes;

) institute controls that appropriately address the risks associated with business

activities and any changes in those activities;

o offer products and services that are appropriately priced, meet the changing
expectations of clients and customers and are delivered in ways that enhance client
and customer satisfaction;

) allocate capital in a manner that promotes long-term stability to enable JPMorgan
Chase to build and invest in market-leading businesses, even in a highly stressed
environment;

o allocate capital appropriately due to imprecise modelling or subjective judgments
made in connection with those allocations;

o adequately respond to regulatory requirements;

o appropriately address shareholder concerns;

o react quickly to changes in market conditions or market structures; or

o develop and enhance the operational, technology, risk, financial and managerial

resources necessary to grow and manage JPMorgan Chase's businesses.

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

Conduct Risks

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

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

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

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

o improperly selling and marketing JPMorgan Chase's products or services;
o engaging in insider trading, market manipulation or unauthorised trading;
o facilitating illegal or aggressive tax-motivated transactions, or transactions designed

to circumvent economic sanction programmes;
o failing to fulfil fiduciary obligations or other duties owed to clients or customers;

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

o engaging in discriminatory behaviour or harassment;

o making risk decisions in ways that subordinate JPMorgan Chase's risk appetite to
employee compensation objectives; and

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

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

o financial losses;

o increased operational and compliance costs;

o greater regulatory scrutiny;

o regulatory actions that require JPMorgan Chase to restructure, curtail or cease certain

of its activities;

o the need for significant oversight by JPMorgan Chase's management;
o loss of clients or customers; and
o harm to JPMorgan Chase's reputation.

Reputation Risks
Damage to JPMorgan Chase's reputation could harm its businesses.

Maintaining trust in JPMorgan Chase is critical to its ability to attract and retain clients,
customers, investors and employees. Damage to JPMorgan Chase's reputation can therefore
cause significant harm to JPMorgan Chase's business and prospects. Harm to JPMorgan
Chase's reputation can arise from numerous sources, including:

o employee misconduct, including discriminatory behaviour or harassment;

) security breaches, including cyberattacks;
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o failure to safeguard client or customer information;

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

) compliance or operational failures;
o litigation or regulatory fines, penalties or other sanctions; and
) regulatory investigations or enforcement actions, or resolutions of these matters.

JPMorgan Chase's reputation could also be harmed by the failure or perceived failure of
certain third parties to comply with laws or regulations, including companies in which
JPMorgan Chase has made principal investments, parties to joint ventures with JPMorgan
Chase, and vendors and other third parties with which JPMorgan Chase does business.

JPMorgan Chase's reputation or prospects may be significantly damaged by adverse publicity
or negative information regarding JPMorgan Chase, whether or not true, that may be posted
on social media, non-mainstream news services or other parts of the internet, and this risk can
be magnified by the speed and pervasiveness with which information is disseminated through
those channels.

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

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

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

o diminish JPMorgan Chase's ability to hire or retain employees; or
o prompt JPMorgan Chase to cease doing business with certain clients.

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

Actions by the financial services industry generally or by certain members of or individuals in
the industry can also affect JPMorgan Chase's reputation. For example, concerns that
consumers have been treated unfairly by a financial institution, or that a financial institution
has acted inappropriately with respect to the methods used to offer products to customers, can
damage the reputation of the industry as a whole. If JPMorgan Chase is perceived to have
engaged in these types of behaviours, the measures needed to address the associated
reputational issues could increase JPMorgan Chase's operational and compliance costs and
negatively affect its earnings.

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

) adequately address or appropriately disclose conflicts of interest;

) deliver appropriate standards of service and quality;

o treat clients and customers with the appropriate standard of care;

o use client and customer data responsibly and in a manner that meets legal

requirements and regulatory expectations;

) provide fiduciary products or services in accordance with the applicable legal and
regulatory standards; or

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

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

Country Risks

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

JPMorgan Chase's businesses and earnings can be affected by the monetary, fiscal and other
policies adopted by regulatory authorities and agencies in the countries in which JPMorgan
Chase operates. Changes in fiscal policies by central banks or regulatory authorities, and the
manner in which those policies are executed, are beyond JPMorgan Chase's control and may
be difficult to predict. Consequently, unanticipated changes in these policies or the ways in
which they are implemented could have a negative impact on JPMorgan Chase's businesses
and results of operations.

Some countries or regions in which JPMorgan Chase operates or invests, or in which
JPMorgan Chase may do business in the future, have in the past experienced severe economic
disruptions particular to those countries or regions. Concerns regarding the fiscal condition of
one or more countries or the possibility that a particular country may decide to depart from a
trade, monetary or political pact, can result in a deterioration of economic and market
conditions within the affected countries or regions, including:

) slowing growth rates, rising inflation or recessionary economic conditions;
) a contraction of available credit;
o diminished investor and consumer confidence, including loss of confidence in local

banking systems;

o increased market volatility;
) reduced commercial activity among trading partners; or
o the potential for currency redenomination or the dissolution of a political or economic

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

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

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

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

o worldwide economic disruption;

o heightened volatility in financial markets;

) severe declines in asset values, accompanied by widespread sell-offs of investments;
o substantial depreciation of local currencies, potentially leading to defaults by

borrowers and counterparties in the affected region;
o disruption of global trade; and
) diminished consumer, business and investor confidence.

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

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

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

) default on or restructure its obligations;

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

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

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

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

) extreme currency fluctuations;

o high inflation;

o low or negative growth; and

o defaults or potential defaults on sovereign debt.

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

o price, capital or exchange controls, including imposition of punitive transfer and
convertibility restrictions;

o expropriation or nationalisation of assets or confiscation of property, including
intellectual property; and

o changes in laws and regulations.

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

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

) social unrest;

o general strikes and demonstrations;

o crime and corruption;

o security and personal safety issues;

o outbreaks of hostilities;

o overthrow of incumbent governments;
) terrorist attacks; and

35



Risk Factors

11.

111

. other forms of internal discord.

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

Competition Risks

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

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

. other banks and financial institutions;

) trading, advisory and investment management firms;

o finance companies and technology companies; and

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

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

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

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

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

o prohibitions on engaging in certain transactions;

o higher capital and liquidity requirements;

) making JPMorgan Chase's pricing of certain transactions more expensive for clients;
and

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

People Risk

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

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

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

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

Legal Risks

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

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

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

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

JPMSP Risks

Risks relating to JPMSP as individual entity.

Information about risk factors relating to JPMSP can be found in JPMSP's Annual Report for
the year ended 31 December 2018 (pages 26 to 29 of the pdf). The information is incorporated
by reference into this Registration Document (see also section "IV. Information incorporated
by reference™).

In particular the following key risks which are inherent to JPMSP's business activities should
be taken into account (which are elaborated in more detail on JPMSP's Annual Report for the
year ended 31 December 2018 (pages 26 to 29 of the pdf)) that could affect JPMSP's business
and, as a consequence, may affect JPMSP's ability to fulfil its obligations under the Securities:

o Credit risk: Credit risk is the risk associated with the default or change in credit
profile of a client, counterparty or customer. For further information see also under
section 4. above where such risk is described in more detail in relation to JPMorgan
Chase.

o Liquidity risk: Liquidity risk is the risk that JPMSP will be unable to meet its
contractual and contingent financial obligations as they arise or that it does not have
the appropriate amount, composition and tenor of funding and liquidity to support its
assets and liabilities. For further information see also under section 5. above where
such risk is described in more detail in relation to JPMorgan Chase.

) Market risk: Market risk is the risk associated with the effect of changes in market
factors, such as interest rates or foreign exchange rates, equity and commaodity prices,
credit spreads or implied volatilities, on the value of assets and liabilities held for
both the short and long term. For further information see also under section 3. above
where such risk is described in more detail in relation to JPMorgan Chase.

o Operational risk: Operational risk is the risk associated with inadequate or failed
internal processes, people or systems, or from external events and includes
compliance risk, conduct risk, legal risk and model risk. For further information see
also under section 6. above where such risk is described in more detail in relation to
JPMorgan Chase.

o Compliance risk: Compliance risk is the risk of failure to comply with legal or
regulatory obligations or code of conduct and standards of self-regulatory
organisations applicable to the business activities of JPMorgan Chase.

) Reputation risk: Reputation risk is the potential that an action, inaction, transaction,
investment or event will reduce trust in JPMSP and the JPMorgan Chase's integrity or
competence by its various constituents, including clients, counterparties, customers,
investors, regulators, employees, communities or the broader public. For further
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information see also under section 9. above where such risk is described in more
detail in relation to JPMorgan Chase.

JPMSP is affected by risks affecting its parent company and other J.P. Morgan affiliates.

JPMSP is an indirect wholly owned subsidiary of JPMorgan Chase & Co. It is anticipated that
JPMSP will, for each issuance, enter into hedging arrangements with other J.P. Morgan
affiliates which could include JPMS plc and/or JPMorgan Chase Bank, N.A., and that such
arrangements will be sufficient to hedge its respective market risk for each such issuance.
Accordingly, the ability of JPMSP to perform its respective obligations under the Securities
may be affected by any inability or failure to perform, pursuant to its respective hedging
arrangements, by such other J.P. Morgan affiliate. The hedging activities with J.P. Morgan
affiliates will be collateralized and potential funding requirements resulting from settlement-
related timing differences between issuances and the hedges are funded by those other J.P.
Morgan affiliates involved in the transactions. There is a risk that a failure to perform by one
J.P. Morgan affiliate under a hedging arrangement could affect more than one type and/or
issuance of Securities. Should this circumstance materialise, the payment obligations of
JPMSP under the terms of the Securities would be guaranteed by either JPMS plc or J.P
Morgan AG (as specified in the applicable Prospectus or final terms in relation such
Securities).

Voidable preference and related risks in the Netherlands.

The validity or enforceability of any documents or any legal act (rechtshandeling) forming
part thereof or contemplated thereby in relation to any securities issued by JPMSP are subject
to and limited by the protection afforded by Netherlands law to creditors whose interests have
been adversely affected pursuant to the rules of Netherlands law relating to (x) unlawful acts
(onrechtmatige daden) based on Section 6:162 et seq. of the Netherlands Civil Code
(Burgerlijk Wethoek) and (y) fraudulent conveyance or preference (actio pauliana) within the
meaning of Section 3:45 of the Netherlands Civil Code (Burgerlijk Wetboek). Furthermore, in
the event of any insolvency proceedings being opened in the Netherlands in relation to
JPMSP, Dutch laws in relation to bankruptcy proceedings, in particular Section 42 et seq. of
the Netherlands Bankruptcy Act (Faillissementswet) in relation to fraudulent conveyance or
preference (actio pauliana) would apply.

JPMS plc Risks

Risks relating to JPMS plc as individual entity.

Information about risk factors relating to JPMS plc can be found in the section "Strategic
Report” of JPMS plc's Annual Report for the year ended 31 December 2018 which is
contained on pages F-3 to F-44 of this Registration Document.

In particular the following key risks which are inherent to JPMS plc's business activities
should be taken into account (which are elaborated in more detail on JPMS plc's Annual
Report for the year ended 31 December 2018 as set out on page F-3 to F-44 of this
Registration Document) that could affect the JPMS plc's business and, as a consequence, may
affect JPMS plc's ability to fulfil its obligations under the Guarantee:

. The risks described in the bullets in section 14.1 in relation to JPMSP which are also
inherent to JPMS plc's business activities.

o Capital risk: The risk that JPMS plc has an insufficient level and composition of
capital to support JPMS plc's business activities, and associated risks during normal
economic environments and stressed conditions. For further information see also
under section 14.2 above.

) Country risk: The framework for monitoring and assessing how financial, economic,
political or other significant developments adversely affect the value of JPMs plc's
exposures related to a particular country or set of countries. For further information
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see also under section 10. above where such risk is described in more detail in
relation to JPMorgan Chase.

o Non-U.S. dollar Foreign Exchange ("FX") risk: Non-U.S. dollar FX risk is the risk
that changes in foreign exchange rates affect the value of JPMs plc's assets or
liabilities or future results.

) Structural interest rate risk: Structural interest rate risk is the interest rate risk in the
banking book resulting from the JPMS plc's traditional banking activities (accrual
accounted on and off balance sheet positions) which includes extension of loans and
credit facilities, taking deposits and issuing debt (collectively referred to as 'non-
trading' activities) and also the impact from treasury and chief investment office
("T/CI10") investment portfolio and other related T/CIO activities.

o Conduct risk: Conduct risk is the risk that any action or inaction by an employee or
employees of JPMs plc could lead to unfair client or customer outcomes, impact the
integrity of the markets in which JPMs plc operates, or compromise JPMs plc's
reputation. For further information see also under section 8. above where such risk is
described in more detail in relation to JPMorgan Chase.

o Legal risk: Legal risk is the risk of loss primarily caused by the actual or alleged
failure to meet legal obligations that arise from the rule of law in jurisdictions in
which JPMorgan Chase and JPMs plc operate, agreements with clients and customers
and products and services offered by JPMs plc and the JPMorgan Chase. For further
information see also under section 13. above where such risk is described in more
detail in relation to JPMorgan Chase.

o Model risk: Model risk is the risk of the potential for adverse consequences from
decisions based on incorrect or misused model outputs.

JPMS plc is subject to particular risks in relation to European and UK regulation of the
financial service industry.

As a credit institution, regulated by the Financial Conduct Authority ("FCA™) and the
Prudential Regulation Authority ("PRA") in the United Kingdom and as a subsidiary of a
systemically important financial institution, JPMS plc is subject to extensive regulation
principally in the United Kingdom and the EU. JPMS plc faces the risk of significant
intervention by regulatory and tax authorities in all jurisdictions in which it conducts its
businesses. In many cases, JPMS plc's activities may be subject to overlapping and divergent
regulation in different jurisdictions.

Among other things, as a result of regulators or private parties challenging JPMS plc's
compliance with laws and regulations, it could be fined, prohibited from engaging in certain
business activities, subject to limitations or conditions on its business activities or subjected to
new or substantially higher taxes or other governmental charges in connection with the
conduct of its businesses or with respect to its employees. Such limitations or conditions may
negatively impact JPMS plc's profitability.

Separate and apart from the impact on the scope and profitability of JPMS plc's business
activities, day-to-day compliance with laws and regulations, in particular those laws and
regulations adopted since 2008, has involved and will continue to involve significant amounts
of time, including that of JPMS plc's senior leaders and that of an increasing number of
dedicated compliance and other reporting and operational personnel, all of which may
negatively impact JPMS plc's profitability.

If there are new laws or regulations or changes in the enforcement of existing laws or
regulations applicable to JPMS plc's businesses or those of JPMS pic's clients, including
capital, liquidity, leverage, loss absorbing capacity, position limits, registration and margin
requirements, restrictions on other business practices, reporting requirements, requirements
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relating to the implementation of the EU Bank Recovery and Resolution Directive ("BRRD"),
tax burdens and compensation restrictions, that are imposed on a limited subset of financial
institutions (either based on size, activities, geography or other criteria) which may include
JPMS plc, compliance with these new laws and regulations and amendments to such laws and
regulations, or changes in the enforcement of existing laws or regulations, could adversely
affect JPMS plc's ability to compete effectively with other institutions that are not affected in
the same way. In addition, regulation imposed on financial institutions or market participants
generally, such as taxes on financial transactions, could adversely impact levels of market
activity more broadly, and thus impact JPMS plc's businesses.

There is an extensive and complex program of final and proposed regulatory enhancements
which reflects, in part, the EU's commitment to the G20 policy framework. These proposed or
adopted numerous market reforms that have impacted and may continue to impact JPMS plc's
businesses. These include stricter capital and liquidity requirements, including legislation (in
the form of EU Directive 2013/36/EU, as amended or replaced from time to time, the "CRD
IV" and a regulation (EU) No 575/2013 of the European Parliament and of the Council on
prudential requirements for credit institutions and investment firms and amending Regulation
(EU) No 646/2012 (as amended, supplemented or replaced from time to time, the "CRR",
together with the CRD 1V, the "CRD IV/CRR-package™)) to implement the Basel
Committee's December 2010 final capital framework for strengthening international capital
standards (the "Basel 111" capital requirements) for JPMS plc.

On 7 June 2019 the following regulations and directives amending the CRD IV/CRR-package
and the BRRD have been published in the Office Journal of the European Union and each of
these legal acts came into force on 27 June 2019: (i) Regulation (EU) 2019/876, amending,
inter alia the CRR, (ii) Regulation (EU) 2019/877, amending the SRM Regulation, (iii)
Directive (EU) 2019/878, amending CRD IV and (iv) Directive (EU) 2019/879, amending,
inter alia, the BRRD (so-called “CRD-V/CRR-1I/BRRD-II1-Package”). Most of the
provisions of the CRD-V/CRR-1I/BRRD-II-Package will become applicable and/or have to be
transposed into national law until 28 December 2020 or 28 June 2021. The CRD-V/CRR-
II/BRRD-11-Package includes, among others, (i) adjustments to the leverage ratio requirement,
(ii) the introduction of a binding detailed net stable funding ratio which will require credit
institutions to finance their long-term activities (assets and off-balance sheet items) with stable
sources of funding (liabilities), (iii) a requirement to have more risk-sensitive own funds (i.e.
capital requirements) for institutions that trade in securities and derivatives, following Basel’s
work on the ‘fundamental review of the trading book’, and (iv) the implementation of new
standards on the total loss absorbing capacity by which the TLAC Standard of global
systemically important institutions is being implemented into binding European law.

In addition, bank and investment firm recovery and resolution; bank structure; securities
settlement; transparency and disclosure of securities financing transactions; benchmarks;
restrictions on short selling and credit default swaps; additional obligations and restrictions on
the management and marketing of funds in the EU; revisions to the laws on corporate
governance; anti money-laundering controls; data security and privacy as well as significant
reviews to law on corporate governance in financial firms, sanctions and market conduct rules.
Furthermore, the Markets in Financial Instruments Regulation ("MiFIR") and a revision of the
Markets in Financial Instruments Directive ("MiFID 11", and collectively, "MiFID 11/R")
became effective in January 2018.

These developments could impact JPMS plc's profitability and competitive position in the
affected jurisdictions, particularly if these requirements do not apply, or do not apply equally,
to JPMS plc's competitors or are not implemented uniformly across jurisdictions. They could
even make it uneconomic to continue to conduct all or certain businesses in such jurisdictions,
or could result in JPMS plc incurring significant costs associated with changing business
practices, restructuring businesses, moving certain businesses and employees to other
locations or complying with applicable capital requirements, including liquidating assets or
raising capital in a manner that adversely increases JPMS plc's funding costs or otherwise
adversely affects its shareholder and creditors.

Increasingly, regulators and courts have sought to hold financial institutions liable for the
misconduct of their clients where such regulators and courts have determined that the financial
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institution should have detected that the client was engaged in wrongdoing, even though the
financial institution had no direct knowledge of the activities engaged in by its client.
Regulators and courts have also increasingly found liability as a "control person” for activities
of entities in which financial institutions or funds controlled by financial institutions have an
investment, but which they do not actively manage. In addition, regulators and courts continue
to seek to establish "fiduciary" obligations to counterparties to which no such duty had been
assumed to exist. To the extent that such efforts are successful, the cost of, and liabilities
associated with, engaging in brokerage, clearing, market-making, prime brokerage, investing
and other similar activities could increase significantly. To the extent that JPMS plc has
fiduciary obligations in connection with acting as a financial adviser, investment adviser or in
other roles for individual, institutional, sovereign or investment fund clients, any breach, or
even an alleged breach, of such obligations could have materially negative legal, regulatory
and reputational consequences.

Trading and clearing legislation

In the EU, there have been significant regulatory reforms to give effect to the 2009 G20 policy
agenda. This includes European Market Infrastructure Regulation ("EMIR"), which began in
2012 and MIFID II/R, which began on 3 January 2018.

EMIR requires, among other things, the central clearing of certain standardised derivatives and
risk mitigation techniques for uncleared OTC ("over-the-counter") derivatives. EMIR was
reviewed as part of the European Commission's EMIR Regulatory Fitness and Performance
programme ("REFIT") legislative proposal, which proposed to introduce targeted changes to
EMIR to streamline the rules and make them less burdensome for certain counterparties.
Following trilogue negotiations a political agreement on the proposal was reached in February
2019 and the final text of EMIR REFIT has been published in the Office Journal of the
European Union as Regulation (EU) 2019/834 on 28 May 2019 and has come into force on
17 June 2019.

MiIFID 1I/R gives effect to the G20 commitment to move trading of standardised OTC
derivatives to exchanges or electronic trading platforms as well as significantly enhances
requirements for pre- and post-trade transparency, clearing, trade and transaction reporting and
investor protection, and introduces a commodities position limits and reporting regime. MiFID
II/R has introduced expanded requirements for a broad range of investment management
activities within their investor protection requirements, including product governance,
transparency on costs and charges, independent investment advice, inducements, record
keeping and client reporting. MIiFID II/R will be subject to review by the European
Commission by March 2020.

Loss absorbency requirements under the EU Bank Recovery and Resolution Directive

The Financial Stability Board ("FSB") Total Loss Absorbing Capacity ("TLAC") standard
issued in November 2015 specified minimum TLAC requirements for global systemically
important banks, including at the level of their material sub-groups. Within the EU and the
UK, the EU Bank Recovery and Resolution Directive ("BRRD") and the UK transposition of
the Directive established a requirement for the Bank of England ("BoE") to set a minimum
requirement for own funds and eligible liabilities ("MREL"). TLAC and MREL are intended
to facilitate the resolution of a financial institution without causing financial instability and
without recourse to public funds. The BoE published its updated statement of policy on its
approach to setting MREL in June 2018. This included new requirements on the internal
MREL resources to be held by UK material subsidiaries of overseas groups. In line with the
FSB TLAC standard, these rules came into effect, on a transitional basis, from 1 January 2019,
with an interim compliance date of 1 January 2020 and full compliance required by 1 January
2022. Following BoE communication of firm-specific MREL targets in 2018, JPMS plc
replaced a portion of its existing senior funding notes with Tier 2 qualifying subordinated
notes in order to ensure compliance with these requirements.

Amendments to the EU MREL framework are being agreed through the finalisation of the risk
reduction measures package. The potential impacts of these requirements on JPMS plc will be
considered once the final package has been agreed.

42



Risk Factors

EU securitisation framework

The new EU securitisation framework finalised in December 2017 came into effect on
1 January 2019. It includes a 'Securitisation Regulation' which outlines general requirements
for all securitisation activity in the EU as well as amendments to the CRR to implement
revisions to the Basel securitisation capital framework. The revisions to the securitisation
capital framework tackle shortcomings in the pre-crisis framework as observed during the
financial crisis. The revisions seek to reduce mechanistic reliance on external ratings, increase
risk weights for highly-rated securitisation exposures, reduce risk weights for low-rated senior
securitisation exposures, reduce cliff effects, and enhance the risk sensitivity of the
framework. These changes may negatively affect JPMS plc' financial position and/or result of
operations.

Brexit

The UK's expected withdrawal from the EU, which is commonly referred to as "Brexit" will
have significant impact across JPMorgan Chase's European businesses, including business and
legal entity reorganization (for more general risks related to Brexit see also under section "2.1
The expected departure of the U.K. from the EU could negatively affect JPMorgan Chase's
business, results of operations and operating model." above).

JPMS plc is a principal subsidiary in the region and JPMorgan Chase utilises its EU passport
to serve clients and customers across its business segments. It is assumed that JPMS plc is
likely to lose its EU passporting rights on Brexit and will not be able to continue to conduct
the regulated activities in the EEA. JPMorgan Chase has therefore been making the necessary
modifications to its legal entity structure and operations in the EU, the locations in which it
operates and the staffing in those locations to ensure the continuity of service to the clients. In
particular, JPMorgan Chase is building its EU legal entities so they are able to face the EEA
clients and counterparties for the EU passported regulated activity. JPMS plc is facilitating
JPMorgan Chase's implementation efforts, including re-documentation of in-scope EEA
clients, redirection of the membership activity with certain EU CCPs to the relevant EU legal
entity, and planning for the transfer of necessary staff out of the UK to the EU locations.

JPMorgan Chase has been preparing for readiness for Brexit, for an extended period of time.
JPMorgan Chase established a firmwide Brexit Implementation programme in 2017. The
programme covers strategic implementation across all impacted businesses and functions. The
programme's objective is to deliver JPMorgan Chase's capabilities on "day one" of the UK's
withdrawal across all impacted legal entities. The programme includes an ongoing assessment
of implementation risks including political, legal and regulatory risks and plans for addressing
and mitigating those risks. JPMorgan Chase is also monitoring the expected macroeconomic
developments associated with a no-deal scenario and has undertaken stress testing covering
credit and market risk to assess potential impacts. Significant uncertainty remains around the
UK's expected departure from the EU, including the possibility that the UK departs without
any agreement being reached on how UK financial services firms will conduct business within
the EU (i.e., "a no-deal scenario™).

JPMorgan Chase is planning for a UK withdrawal in the event that an agreement is reached, as
well as for a no-deal scenario. Significant uncertainties exist under either potential outcome.

JPMS plc is facilitating JPMorgan Chase's implementation programme, including transition of
in-scope activities to the relevant EU legal entity. The purchase price consideration for the
transition of the activities will be determined based on arm's length fair market value
principles. Management has performed an assessment of the facts and circumstances of the
planned transition and the assets and liabilities that would be subject of the transfer from
JPMS plc to the relevant EU legal entity and the fair market value compensation that JPMS
plc would receive for the transfers. The consideration will be concluded, once the components
of the transfer have been finalised.

In planning for the UK withdrawal from the EU under a no-deal scenario, JPMorgan Chase is
focused on the following key areas to ensure continuation of service to its EU clients:
regulatory and legal entity readiness; client readiness; and business and operational readiness.
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Regulatory and legal entity readiness

JPMorgan Chase intends to leverage its existing EU legal entities, in Germany,
Luxembourg and Ireland to conduct broader financial service activities. These legal
entities are now ready with capabilities to address a UK exit scenario, including
governance, infrastructure, capital, local regulatory licenses and branch authorizations, as
needed, and are operationally live with new client activity that is expected to expand to
the full planned scope once the timing of a potential UK exit is confirmed.

As part of building up JPMorgan Chase's EU legal entities, JPMorgan Chase is assessing
the most efficient capital allocation across the legal entities in the region. The expected
transition of the activities out of JPMS plc would free up capital resources in JPMS plc
above its regulatory capital requirements. In these circumstances and where possible,
management is planning that JPMS plc would consider distributing any available excess
capital to its shareholders. This will enable the allocation of capital to the EU legal
entities. These dividend proposals would be assessed by management and the directors in
line with the JPM EMEA Capital Management and ICAAP framework and the dividend
strategy of the JPMS plc. The fundamental imperative of the dividend strategy remains
that of preserving JPMS plc's capital strength and long-term stability to enable it to build
and invest in business activities through normal and stressed environments.

Client readiness

Where required, agreements with JPMorgan Chase's EU clients are being re-documented
from the JPMS plc and other UK legal entities to existing EU legal entities to ensure
continuation of service. This process involves establishing new agreements such as ISDA
master agreements between clients and the relevant EU legal entity. There is a risk that
not all clients will have the appropriate legal and operational arrangements in place upon
the UK's withdrawal from the EU. JPMorgan Chase continues to actively engage with its
clients to ensure preparedness and, to the extent possible, minimise operational
disruption.

On the implementation of the Brexit plans, the EU clients of the JPMS plc would start
facing the relevant EU legal entity. Depending on the product and the line of business,
the market risk may continue to be managed within JPMS plc and in these instances, the
EU legal entities will have a back to back trade with the JPMS plc. Further, the extent to
which JPMS plc will need to novate historical client trades to the EU legal entities will
depend on the final agreement between the UK and EU. Any novations of such trades
would occur at the relevant fair market values.

Business and operational readiness

JPMorgan Chase is expecting to add several hundred employee positions in its various
EU locations, including individuals who JPMorgan Chase expects to relocate from the
UK. JPMorgan Chase is preparing to be operational in the EU across all in-scope
businesses and functions, including the build-out of technology, processes and controls,
and the necessary resourcing in the EU locations across first, second and third line of
defence functions. Several hundred employees could be transferred from the JPMS plc to
the relevant EU legal entities.

JPMorgan Chase and its EU legal entities' access to market infrastructures such as
trading venues, CCPs and central settlement systems have been adjusted to comply with
the evolving regulatory framework. Some uncertainty remains with respect to the
readiness of the owverall market ecosystem and connectivity between participants.
JPMorgan Chase continues to monitor the regulatory landscape and is preparing to take
mitigating action, as needed.

In the event that the UK's withdrawal from the EU is delayed through a transition deal or
another mechanism, JPMorgan Chase would have the required operational capabilities to
conduct business from its EU legal entities, but the timing of any further changes would
be re-assessed to ensure that a strategic approach is taken. JPMorgan Chase continues to
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closely monitor all negotiations and legislative developments and has developed an
implementation plan that allows for flexibility given the continued uncertainty.

Management's fair value estimates reflect the market data at the balance sheet date and this
incorporates any market sentiment relating to Brexit. The expected credit loss model includes
JPMS plc's assessment of the most likely outcome of Brexit on macroeconomic variables as of
the balance sheet date.

Management have considered the impact of the risk factors associated with Brexit on JPMS
plc's ability to continue as a going concern. As set out above, the risks associated with Brexit
could have adverse impacts to the JPMS plc's business, operations, and earnings and JPMS plc
will see a reduction in its EU client footprint.

Capital Requirements Directive V and Capital Requirements Regulation Il

The CRD-V/CRR-1I/BRRD-II-Package which is in force as of 27 June 2019 implements in the
EU many of the finalised Basel Il capital and liquidity standards, including changes in
relation to the leverage ratio, market risk capital, and a stable funding ratio.

The CRD-V/CRR-II/BRRD-II-Package also includes transitional provision effectively
delaying the implementation of many of the new provisions for up to two years after the
formal adoption until 28 June 2021. The start date for the significant capital elements of the
will be 28 December 2020. The changes to the capital framework require significant
preparatory work both in terms of interpretation and implementing the new rules, the
proposals of which are set out below.

e The legislation contains an intermediate parent undertaking ("I1PU") requirement for
foreign banks, which will require non EU banks operating in Europe (with total EU
assets equalling or exceeding EUR 40 bn) to establish a single EU-located IPU. Non-
EU groups already operating in the EU have to establish their IPU structures within
three years from the date that the CRD-V/CRR-1I/BRRD-II-Package applies.

o The Fundamental Review of the Trading Book ("FRTB") overhauls the market risk
capital requirements and aims to develop a new trading book framework. The
finalisation of the FRTB is expected for the end of 2019. The impact on JPMS plc
has not been quantified at this stage under the current proposals.

o Standardised approach to measuring counterparty credit risk exposures ("SA-CCR")
includes provisions differentiating between margined and un-margined transactions
and improving the capital framework's risk sensitivity. SA-CCR also provides clearer
recognition of netting benefits and the degree of volatility in counterparty exposures.
In practice, JPMS plc is expected to implement the Internal Model Method (*"IMM™)
approach for a large part of its exposures by the time SA-CCR is implemented,
reducing the impact of the latter.

o The leverage ratio was introduced in Basel 111 (and transposed into CRR by the CRD-
VICRR-1I/BRRD-II-Package), as a non-risk based measure of the level of capital
held by a firm. It is calculated by assessing Tier 1 capital to Total Exposures. The
amendments now mandate a binding ratio, set at 3.0 per cent., with discretion
afforded to national authorities to increase this requirement if they deem necessary. It
is not expected that the European implementation of the leverage ratio requirements
will be a binding constraint on JPMS plc.

o The Basel Committee recently finalised certain changes to the Basel I11 framework
which includes revisions to the standardised approach to credit risk and operational
risk calculation methods. They will affect JPMS plc only once implemented in the
EU. Note that no firm plans for implementation of these changes have been set out by
the EU legislative bodies.
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JPMS plc could become subject to a potential exercise by a UK resolution authority of its
resolution powers.

The BRRD entered into force on 2 July 2014. EU Member states were required to adopt and
publish the laws, regulations and administrative provisions necessary to comply with the
BRRD by 31 December 2014 and to apply those with effect from 1 January 2015, except in
relation to the bail-in provisions, which were to apply from 1 January 2016 at the latest. Its
stated aim is to provide national "resolution authorities”" with powers and tools to address
banking crises pre-emptively in order to safeguard financial stability and minimise taxpayers'
exposure to losses.

The requirements of the BRRD have been fully implemented in the UK mainly through the
UK Banking Act 2009, as amended and related statutory instruments (together, the "UK
Banking Act"). Changes required by the CRD-V/CRR-1I/BRRD-II-Package will have to be
transposed into national law of EU member states by 28 December 2020. The UK Banking
Act provides for a "resolution regime" granting substantial powers to the Bank of England (or,
in certain circumstances, HM Treasury), to implement resolution measures (in consultation
with other UK authorities) with respect to a UK financial institution (for example, such as
JPMS plc) where the UK resolution authority considers that the relevant institution is failing
or is likely to fail, there is no reasonable prospect of other measures preventing the failure of
the institution and resolution action is necessary in the public interest.

The resolution powers available to the UK resolution authority include powers to:

o write down the amount owing under the financial institution’s liabilities, including
contingent liabilities such as a Guarantee , including to zero, or convert the relevant
securities into other securities, including ordinary shares of the relevant institution (or
a subsidiary) — the so-called "bail-in" tool;

o transfer all or part of the business of the relevant institution to a "bridge bank";
o transfer impaired or problem assets to an asset management vehicle; and
o sell the relevant institution to a commercial purchaser.

In addition, the UK resolution authority is empowered to modify contractual arrangements,
suspend enforcement or termination rights that might otherwise be triggered and disapply or
modify laws in the UK (with possible retrospective effect) to enable the recovery and
resolution powers under the UK Banking Act to be used effectively.

It should be assumed that, in a resolution situation, financial public support will only be
available to JPMS plc (or any member of its group) as a last resort after the relevant UK
resolution authorities have assessed and used, to the maximum extent practicable, the
resolution tools, including the bail-in tool.

Investors should be aware that the exercise of any such resolution power or even the
suggestion of any such potential exercise in respect of JPMS plc (or any member of its group)
could have a material adverse effect on the rights of holders of Securities, and could lead to a
loss of some or all of the investment. The resolution regime is designed to be triggered prior to
insolvency of the relevant institution, and holders of securities issued or guaranteed by such
institution may not be able to anticipate the exercise of any resolution power (including
exercise of the "bail-in" tool) by the UK resolution authority. Further, holders of securities
issued or guaranteed by an institution which has been taken into a resolution regime will have
very limited rights to challenge the exercise of powers by the UK resolution authority, even
where such powers have resulted in the write down of the securities or conversion of the
securities to equity.
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Il. CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this Registration Document, including the documents incorporated by reference
herein, are forward-looking statements. These statements can be identified by the fact that they do not
relate strictly to historical or current facts. Forward-looking statements often use words such as
"anticipate”, "target”, "expect", "intend", "plan" or "goal". Forward-looking statements provide
JPMorgan Chase's (JPMorgan Chase being JPMorgan Chase & Co. together with its consolidated
subsidiaries, including JPMSP and JPMS plc) current expectations or forecasts of future events,
circumstances, results or aspirations. JPMorgan Chase also may make forward-looking statements in its
other documents filed or furnished with the SEC. In addition, JPMorgan Chase's senior management
may make forward-looking statements orally to analysts, investors, representatives of the media and
others.

All forward-looking statements are, by their nature, subject to risks and uncertainties, many of which
are beyond JPMorgan Chase's control. JPMorgan Chase's actual future results may differ materially
from those set forth in its forward-looking statements. While there is no assurance that any list of risks
and uncertainties or risk factors is complete, below are certain factors which could cause actual results
to differ from those in the forward-looking statements:

. local, regional and global business, economic and political conditions and geopolitical events;
. changes in laws and regulatory requirements, including capital and liquidity requirements
affecting the businesses of JPMorgan Chase, and the ability of JPMorgan Chase to address

those requirements;

. heightened regulatory and governmental oversight and scrutiny of JPMorgan Chase's business
practices, including dealings with retail customers

. changes in trade, monetary and fiscal policies and laws;

. changes in income tax laws and regulations;

. securities and capital markets behaviour, including changes in market liquidity and volatility;
. changes in investor sentiment or consumer spending or savings behaviour;

. ability of JPMorgan Chase to manage effectively its capital and liquidity, including approval

of its capital plans by banking regulators;

. changes in credit ratings assigned to JPMorgan Chase & Co. or its subsidiaries;
. damage to JPMorgan Chase's reputation;
. ability of JPMorgan Chase to appropriately address social and environmental concerns that

may arise from its business activities

. ability of JPMorgan Chase to deal effectively with an economic slowdown or other economic
or market disruption;

. technology changes instituted by JPMorgan Chase, its counterparties or competitors;
. the effectiveness of JPMorgan Chase's control agenda;
. ability of JPMorgan Chase to develop or discontinue products and services, and the extent to

which products or services previously sold by JPMorgan Chase (including but not limited to
mortgages and asset-backed securities) require JPMorgan Chase to incur liabilities or absorb
losses not contemplated at their initiation or origination;

. acceptance of JPMorgan Chase's new and existing products and services by the marketplace
and the ability of JPMorgan Chase to innovate and to increase market share;

. ability of JPMorgan Chase to attract and retain qualified employees;
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. ability of JPMorgan Chase to control expenses;

. competitive pressures;

. changes in the credit quality of JPMorgan Chase's customers and counterparties;

. adequacy of JPMorgan Chase's risk management framework, disclosure controls and

procedures and internal control over financial reporting;

. adverse judicial or regulatory proceedings;

. changes in applicable accounting policies, including the introduction of new accounting
standards;

. ability of JPMorgan Chase to determine accurate values of certain assets and liabilities;

. occurrence of natural or man-made disasters or calamities or conflicts and JPMorgan Chase's

ability to deal effectively with disruptions caused by the foregoing;

. ability of JPMorgan Chase to maintain the security of its financial, accounting, technology,
data processing and other operational systems and facilities;

. ability of JPMorgan Chase to withstand disruptions that may be caused by any failure of its
operational systems or those of third parties;

. ability of JPMorgan Chase to effectively defend itself against cyberattacks and other attempts
by unauthorised parties to access information of JPMorgan Chase or its customers or to
disrupt JPMorgan Chase's systems; and

. the other risks and uncertainties detailed in the section entitled "Risk Factors" of this
Registration Document.

Any forward-looking statements made by or on behalf of JPMorgan Chase & Co. speak only as of the
date they are made and JPMorgan Chase & Co. does not undertake to update forward-looking
statements to reflect the impact of circumstances or events that arise after the date the forward-looking
statements were made. In the future, investors should, consult any further disclosures of a forward-
looking nature which JPMorgan Chase & Co. may make in any subsequent Annual Reports on Form
10-K, Quarterly Reports on Form 10-Q, or Current Reports on Form 8-K filed with the SEC. Those
reports will be available on the SEC website at www.sec.gov. If those reports contain significant new
information which is relevant for JPMSP or JPMS plc then JPMSP and/or JPMS plc will file a
supplement to the Registration Document to the extent required pursuant to Section 16 of the WpPG.
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I11. RESPONSIBILITY STATEMENT

J.P. Morgan Structured Products B.V., Luna ArenA, Herikerbergweg 238, 1101 CM Amsterdam, The
Netherlands accepts responsibility for the information given in this Registration Document except for
the information contained in section VI., Appendix | and Appendix II. It furthermore declares that the
information contained in the parts of this Registration Document for which it is responsible is, to the
best of its knowledge, in accordance with the facts and that no material circumstances have been
omitted.

J.P. Morgan Securities plc, 25 Bank Street, Canary Wharf, London, E14 5JP, United Kingdom accepts
responsibility for the information given in this Registration Document except for the information
contained in sections IV. and V. It furthermore declares that the information contained in the parts of
this Registration Document for which it is responsible is, to the best of its knowledge, in accordance
with the facts and that no material circumstances have been omitted.
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IV. INFORMATION INCORPORATED BY REFERENCE

This document should be read and construed in conjunction with each supplement to this Registration
Document and the information incorporated by reference into this Registration Document. The
information contained in the following documents, each filed by JPMSP with the CSSF, is hereby
incorporated by reference into this Registration Document and deemed to be part of this Registration
Document:

M the audited JPMSP Annual Report for the year ended 31 December 2018 (the "JPMSP 2018
Annual Report"); and

(i) the audited JPMSP Annual Report for the year ended 31 December 2017 (the "JPMSP 2017
Annual Report").

Any information incorporated by reference that is not included in the cross-reference list is considered
to be additional information and is not required by the relevant schedules of the Prospectus Regulation.

The table below sets out the relevant page references for the information incorporated into this
Registration Document by reference.

Information incorporated by reference Page reference

From the JPMSP 2018 Annual Report*

Directors' report Pages 3t0 5
Financial statements:

Balance sheet Page 6

Income statement Page 7

Statement of comprehensive income Page 7

Statement of changes in equity Page 8

Statement of cash flows Page 9

Notes to the financial statements Pages 10 to 32
Other information:

Profit appropriation according to the Articles of Association Page 33
Independent auditors' report Pages 34 to 39
From the JPMSP 2017 Annual Report*

Directors' report Pages3t0 5
Financial statements:

Balance sheet Page 6

Income statement Page 7

Statement of changes in equity Page 8

Statement of cash flows Page 9

Notes to the financial statements Pages 10 to 27
Other information:

Profit appropriation according to the Articles of Association Page 28
Independent auditors' report Pages 29 to 34

*The page numbers referenced above relate to the PDF version of such document, which is available as set out below.

Investors who have not previously reviewed the information contained in the above documents should
do so in connection with their evaluation of any Securities. In case of any inconsistencies between any
statement contained in such a document and a statement contained in this Registration Document as
supplemented from time to time by any supplement filed under Article 16 of the Prospectus Directive,
the statement in the Registration Document shall prevail. The documents from which information is
incorporated by reference will be available in form of a pdf on the Luxembourg Stock Exchange's
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website (https://www.bourse.lu/issuer/JPMorgStrucProd/59875) under section "CSSF approvals" by
clicking the sub-section "See all" and clicking then the subsection "document(s) incorporated by
reference | supplement(s)" below "Base Prospectus 25/04/2018". The JPMSP 2017 Annual Report may
be retrieved by clicking on "Document incorporated by reference — JPMSP — Annual Report 2017" and

the JPMSP 2018 Annual Report by clicking on "Document incorporated by reference — JPMSP —
Annual Report 2018".
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V. J.P. MORGAN STRUCTURED PRODUCTS B.V.
History and Development

JPMSP was incorporated as a private limited liability company (besloten vennootschap met
beperkte aansprakelijkheid) in Amsterdam, The Netherlands, on 6 November 2006 to exist for
an unlimited duration. JPMSP mainly operates under the Dutch Civil Code (Burgerlijk
Wethoek) and the Dutch Financial Supervision Act (Wet op het financieel toezicht). JPMSP
was and remains registered at the Chamber of Commerce of Amsterdam under registered
number 34259454 and has its registered offices at Luna ArenA, Herikerbergweg 238, 1101
CM Amsterdam, The Netherlands (telephone number +31 20 575 5600).

JPMSP is an indirect, wholly-owned subsidiary of JPMorgan Chase Bank, N.A. JPMorgan
Chase Bank, N.A. is one of the principal bank subsidiaries of JPMorgan Chase & Co., a
company incorporated in the State of Delaware in the United States of America.

Investment Policy

JPMSP may undertake independent investments in its sole discretion with the proceeds (net of
third party costs) of an issuance of notes, warrants or certificates, subject to compliance with
certain legal, tax and regulatory restrictions.

Principal Activities

JPMSP's business principally consists of the issuance of securitised derivatives comprising
notes, warrants and certificates, including equity-linked, reverse convertible and market
participation notes (together, and for the purposes of this section only, the "Securities™) and
the subsequent hedging of those risk positions. All issuances which have been closed to date
are subject to hedging arrangements. The proceeds of the sale of the Securities are used for
general corporate purposes, including the entry into hedging arrangements with other J.P.
Morgan affiliates. JPMSP anticipates that the hedging arrangements will be sufficient to hedge
itself against the market risk of its securities issuance activities. JPMSP also has receipts from
and makes payments to other J.P. Morgan affiliates.

It is anticipated that JPMSP will, for each issuance, enter into hedging arrangements with
other J.P. Morgan affiliates, and that such arrangements will be sufficient to hedge its market
risk for each such issuance. Accordingly, the ability of JPMSP to perform its obligations under
the Securities may be affected by any inability or failure to perform, pursuant to its hedging
arrangements, by such other J.P. Morgan affiliate.

Principal Markets

During the financial year ended 31 December 2018, JPMSP issued Securities in the Asia
Pacific region, Europe, the Middle East, Africa, Latin America and the United States of
America.
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Organisational Structure

JPMSP is an indirect, wholly-owned subsidiary of JPMorgan Chase Bank, N.A. JPMorgan
Chase Bank, N.A. is one of the principal bank subsidiaries of JPMorgan Chase & Co.
JPMorgan Chase & Co. (together with its consolidated subsidiaries, "JPMorgan Chase") is a
leading global financial services firm and one of the largest banking institutions in the United
States, with operations worldwide.

As a consequence of the respective ownerships JPMSP is dependent on its sole shareholder
JPMorgan International Finance Limited and its ultimate parent company JPMorgan Chase &
Co. and thus on the business strategy for JPMorgan Chase. It is anticipated that JPMSP will,
for each issuance, enter into hedging arrangements with other J.P. Morgan affiliates, and that
such arrangements will be sufficient to hedge its respective market risk for each such issuance.
Accordingly, the ability of JPMSP to perform its obligations under the Securities may be
affected by any inability or failure to perform, pursuant to its hedging arrangements, by such
other J.P. Morgan affiliate.

Trend Information

There have been no material adverse changes in the prospects of JPMSP since 31 December
2018.

JPMSP's primary objective in 2019 will be the continued development of securitised products
for their placement to retail, 'high net worth' and institutional investors principally outside of
the United States of America, linked to a range of underlying reference assets including
equity, credit, interest rates, commodities and so called "alternatives" such as funds and hedge
funds.

Directors and Officers

The administrative, management and supervisory bodies of JPMSP comprise its Board of
Directors. Set forth below are the names and positions of JPMSP's Directors:

Name Function Business address

Wolbert Hinrik Kamphuijs Managing Director Luna ArenA,
Herikerbergweg 238,
1101 CM Amsterdam,
The Netherlands

David Roland Hansson Managing Director 25/F Chater House,
8 Connaught Road,
Central, Hong Kong
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Marleen Frederika Carola Managing Director Luna ArenA,

van der Werff Herikerbergweg 238,
1101 CM Amsterdam,
The Netherlands

Sim Ee Cheah Managing Director 25/F Chater House,
8 Connaught Road,
Central, Hong Kong

Jozef Cornelis Petrus van Managing Director Luna ArenA,

Uffelen Herikerbergweg 238,
1101 CM Amsterdam,
The Netherlands

The principal outside activities of Mr. Kamphuijs, Mrs. van der Werff and Mr. van Uffelen are
as employees of TMF Netherlands B.V., a trust company which was established in The
Netherlands in 1970. Mr. Hansson is a Managing Director of the Investment Bank division at
JPMorgan Chase and there are no principal outside activities performed by Mr. Hansson
which are significant to JPMSP as Issuer. Ms. Sim is an Executive Director at the Investment
Bank division at JPMorgan Chase and there are no principal outside activities performed by
Ms. Sim which are significant to JPMSP as Issuer. All Directors hold office until removed.

There are no material potential conflicts of interest between any duties owed to JPMSP by the
Directors of JPMSP identified above and their private interests and/or outside duties.

Corporate Governance

JPMSP complies with established and accepted principles of corporate governance in The
Netherlands. The Board of Directors of JPMSP conducts itself in accordance with general
principles of Dutch corporate law.

The Board of Directors has appointed a committee to authorise and transact issuances of
Securities. No other committees made up for specific purposes or to perform specific functions
have been appointed.

Financial information
Historical financial information

The JPMSP 2018 Annual Report and the JPMSP 2017 Annual Report are prepared in
accordance with International Financial Reporting Standards ("IFRS") as endorsed by the
European Union and prepared and filed in accordance with the laws of The Netherlands.

Audited historical financial information for the fiscal years ended 31 December 2018, which
forms part of JPMSP's 2018 Annual Report, and for the fiscal year ended 31 December 2017,
which forms part of JPMSP's 2017 Annual Report, are incorporated by reference into this
Registration Document.

Auditing of historical financial information

Mazars Accountants N.V. (formerly Mazars Paardekooper Hoffman Accountants N.V.), who
are members of the Royal Dutch Institute of Chartered Accountants (Koninklijk Nederlands
Instituut voor Registeraccountants), have audited without qualification JPMSP's audited
financial statements as at and for the financial years ended 31 December 2018 and
31 December 2017. Copies of the auditor's reports appear at page 32 (pages 34 to 39 of the
pdf) of the JPMSP 2018 Annual Report and page 27 (pages 29 to 34 of the pdf) of the JPMSP
2017 Annual Report and is incorporated by reference into this Registration Document. Mazars
Accountants N.V. has no material interest in JPMSP.
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10.

11.

12.

The address of Mazars Accountants N.V. is Wilhelmina Tower, Delflandlaan 1, 1062 EA,
Amsterdam, the Netherlands.

Interim financial information

JPMSP produces unaudited interim financial statements in respect of the period ended 30 June
in each year.

Selected Financial Information

The following table shows selected financial information in relation to the Issuer which is
obtained from the audited financial statements as at and for the financial years ended
31 December 2017 (JPMSP 2017 Annual Report) and 31 December 2018 (JPMSP 2018
Annual Report), each prepared in accordance with International Financial Reporting Standards
(IFRS), as adopted by the EU:

Selected income statement data

(in USD) Year ended 31 December

2018 2017

Profit/(Loss) before income tax: 7,319,000 5,628,000

Profit/(Loss) for the year
attributable to equity 5,416,000 4,232,000
shareholders of the Company:

Selected balance sheet data

(in USD) As at 31 December

2018 2017
Total assets: 26,818,651,000 32,059,705,000
Total liabilities: 26,278,369,000 31,524,839,000
Total equity: 540,282,000 534,866,000

Capital Structure

The authorised share capital of JPMSP is euro 90,000, divided into 90,000 ordinary shares of
euro 1.00 each. At incorporation 18,000 ordinary shares were issued. By a notarial deed of
share issuance dated 30 March 2007 an additional 2,000 ordinary shares were issued in
consideration of U.S. $500,000,000. The total issued and fully paid up share capital therefore
amounts to 20,000 ordinary shares. JPMSP does not hold any of its own shares. All shares are
held by JPMorgan International Finance Limited.

Memorandum and Articles of Association

JPMSP's objects as set out in Article 3 of its Articles of Association are:
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13.

14.

15.

16.

@) to incorporate, to participate in any way whatsoever, to manage, to supervise, to
operate and to promote enterprises, businesses and companies;

(b) to finance businesses and companies;

(@) to borrow, to lend and to raise funds, including the issue of bonds, promissory notes
or other securities or evidence of indebtedness as well as to enter into agreements in
connection with the aforementioned;

(d) to enter into swaps and any other derivative transactions whatsoever to hedge the
company's exposure under any agreements, securities or other instruments
whatsoever to which it is a party;

(e) to supply advice and to render services to enterprises and companies with which the
company forms a group and to third parties;

f to render guarantees, to bind the company and to pledge its assets for obligations of
the companies and enterprises with which it forms a group and on behalf of third
parties;

(9) to obtain, alienate, manage and exploit registered property and items of property in
general;

(h) to trade in currencies, securities and items of property in general;

(i) to develop and trade in patent, trademarks, licences, knowhow and other intellectual

and industrial property-rights;

) to perform any and all activity of industrial, financial or commercial nature, as well as
everything pertaining to the foregoing, relating thereto or conducive thereto, all in the
widest sense of the word.

Legal and arbitration proceedings

JPMSP is not and has not been involved in any governmental, legal or arbitration proceedings
relating to claims or amounts that are material during the 12-month period ending on the date
of this Registration Document which may have, or have had in the recent past, significant
effects on the financial position or profitability of JPMSP nor, so far as JPMSP is aware, are
any such governmental, legal or arbitration proceedings pending or threatened.

No significant change in the Issuer’s financial or trading position

There have been no significant changes in the financial or trading position of JPMSP since
31 December 2018.

Principal Establishments and Real Estate owned

JPMSP does not own any principal establishments, which account for more than 10 per cent.
(ten per cent.) of its revenues, nor does JPMSP own any real estate directly.

Dividends

JPMSP has not paid any dividends since its incorporation on 6 November 2006.
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VI.J.P. MORGAN SECURITIES PLC
History and Development

JPMS plc was incorporated as a public limited liability company domiciled in England and
Wales on 30 April 1992. JPMS plc was and remains registered at the Companies House in
England under registered number 02711006 and has its registered offices at 25 Bank Street,
Canary Wharf, London, E14 5JP, United Kingdom (telephone number +44 20 7777 2000).
JPMS plc is authorised by the Prudential Regulation Authority (PRA) and regulated by the
Financial Conduct Authority (FCA) and the PRA in the United Kingdom.

Principal Activities and Principal Markets

JPMS plc is an indirect principal subsidiary of the JPMorgan Chase & Co. in the United
Kingdom ("UK") and the European Economic Area ("EEA"). It has branches in Frankfurt,
Paris, Milan, Madrid, Stockholm and Zurich. It has outward services passports across the EEA
and outward branch passports for the respective branches except Zurich.

JPMS plc engages in international investment banking activity, including activity across
markets, investor services and banking lines of business. Within these lines of business, its
activities include underwriting government and corporate bonds, equities and other securities;
arranging private placements of debt and convertible securities; trading in debt securities,
equity securities, commodities, swaps and other derivatives; providing brokerage and clearing
services for exchange traded future and options contracts; lending related activities and
providing investment banking advisory services. JPMS plc is a member of over twenty
exchanges and various clearing houses, including, among others, LCH Clearnet Limited, LME
Clear, Eurex Clearing AG and ICE Clear Europe.

JPMS plc is a UK bank and a credit institution within the meaning of the EU Directive
2013/13/EU ("CRD IV"), legally defined as an undertaking whose business is to receive
deposits or other repayable funds from the public and to grant credits for its own account.

Organisational Structure

JPMS plc is a subsidiary undertaking of J.P. Morgan Capital Holdings Limited, a company
incorporated in England and Wales, and of its ultimate parent company JPMorgan Chase &
Co., a company incorporated in the United States of America. JPMS plc is a principal
subsidiary of JPMorgan Chase & Co. JPMorgan Chase ("JPMorgan Chase" being JPMorgan
Chase & Co. together with its consolidated subsidiaries) is a financial holding company
incorporated under Delaware law in 1968, is a leading global financial services firm and is one
of the largest banking institutions in the U.S. with operations worldwide. As a consequence of
the respective ownerships JPMS plc is dependent on its sole shareholder J.P. Morgan Capital
Holdings Limited and its ultimate parent company JPMorgan Chase & Co. and thus on the
business strategy for JPMorgan Chase.

Trend Information

There have been no material adverse changes in the prospects of JPMS plc since 31 December
2018.

The following statements are based on the current beliefs and expectations of JPMS plc's
management and are subject to significant risks and uncertainties. These risks and
uncertainties could negatively affect JPMS plc's actual results. See "Cautionary Note
Regarding Forward-Looking Statements" and "Risk Factors" in this Registration Document.

Future outlook

The outlook of JPMS plc for the full 2019 year should be viewed against the backdrop of the
global economy, financial markets activity, the geopolitical environment, the competitive
environment, client activity levels and regulatory and legislative developments in the countries
where JPMS plc does business. Each of these inter-related factors will affect the performance
of JPMS plc and its lines of business ("LOB's").
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Expected departure of the UK from the EU
Risks and uncertainties

In 2016, the UK voted to withdraw from the European Union ("EU"), and in March 2017, the
UK invoked Article 50 of the Lisbon Treaty, which commenced withdrawal negotiations with
the EU. As a result, and after two extensions of the negotiation timeline, the UK is currently
scheduled to depart from the EU on 31st October, 2019. Negotiations regarding the terms of
the UK's withdrawal continue between the UK and the EU, although the situation remains
highly uncertain.

It remains highly uncertain how the expected departure of the UK from the EU, which is
commonly referred to as "Brexit" will affect financial services firms such as JPMorgan Chase
that conduct substantial operations in the EU from legal entities that are organized in or
operating from the UK. For detailed information related to Brexit please see section "1.2.1 The
expected departure of the U.K. from the EU could negatively affect JPMorgan Chase's
business, results of operations and operating model." and the information under the heading
"Brexit" in section "1.15.2 JPMS plc is subject to particular risks in relation to European and
UK regulation of the financial service industry."

Management have considered the impact of the risk factors associated with Brexit on JPMS
plc's ability to continue as a going concern. Whilst, as set out above, the risks associated with
Brexit could have adverse impacts to the JPMS plc's business, operations, and earnings and
JPMS plc will see a reduction in its EU client footprint, JPMS plc is expected to continue to be
a principal subsidiary of JPMorgan Chase in the region and continue to remain profitable and
well-capitalised.

Regulatory Developments

In the EU, there is an extensive and complex program of final and proposed regulatory
enhancement that reflects, in part, the EU's commitments to policies of the Group of Twenty
Finance Ministers and Central Bank Governors ("G20") together with other plans specific to
the EU. The EU operates a European Systemic Risk Board that monitors financial stability,
together with European Supervisory Authorities ("ESAs") that set detailed regulatory rules
and encourage supervisory convergence across the EU's Member States. The EU is currently
reviewing the ESA framework and the European Commission ("EC") has proposed legislation
to change the roles and responsibilities of the ESAs. The EU has also created a Single
Supervisory Mechanism for the euro-zone, under which the regulation of all banks in that zone
will be under the auspices of the European Central Bank, together with a Single Resolution
Mechanism and Single Resolution Board, having jurisdiction over bank resolution in the zone.
At both the G20 and EU levels, various proposals are under consideration to address risks
associated with global financial institutions.

The EU is also currently considering or implementing significant revisions to laws covering
securities settlement; mutual funds and pensions; payments; anti-money laundering controls;
data security and privacy; transparency and disclosure of securities financing transactions;
benchmarks; resolution of banks, investment firms and market infrastructures; and capital and
liquidity requirements for banks and investment firms.

Consistent with the G20 and EU policy frameworks, U.K. regulators have adopted a range of
policy measures that have significantly changed the markets and prudential regulatory
environment in the U.K. Post-Brexit, there is uncertainty as to future U.K policy initiatives as
it will depend on the future relationship between the EU and U.K. Therefore the impact will be
assessed Post-Brexit.

Directors and Officers

The administrative, management and supervisory bodies of JPMS plc comprise its Board of
Directors. Set forth below are the names and positions of JPMS plc's Directors at the date of
this Registration Document. The business address of each Director is 25 Bank Street, Canary
Wharf, London, E14 5JP, England.
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Name

Function

Principal Outside Activities

Sir Winfried Bischoff

Independent Non-Executive
Chairman of J.P. Morgan
Securities plc, of its
Nomination Committee and
the UK Remuneration
Committee. Member of the
Directors’ Risk Policy
Committee.

Chairman of the UK
Financial Reporting Council

Laban Jackson

Independent Non-Executive
Director and Chairman of the
UK Audit and Compliance
Committee and member of
the UK Remuneration
Committee.

Director of JPMorgan Chase
& Co. and member of the
JPMorgan Chase & Co.
Audit Committee

Chairman of Clear Creek
Properties Inc.

Scott Moeller

Independent Non-Executive
Director and Chairman of the
Directors' Risk Policy
Committee. Member of the
Nomination Committee

Director, M&A Research
Centre, Cass Business School

Jane Moran

Independent Non-Executive
Director and member of the
Nomination Committee and
UK Audit and Compliance
Committee

Chief Information Officer,
Unilever plc

Andrew Cox

Director, Chief Risk Officer
and Head of Credit Risk,
EMEA

Anna Dunn

Director and Chief Financial
Officer, EMEA

Julia Meazzo

Director and Head of Human
Resources, EMEA

Daniel Pinto

Director and Chief Executive
Officer of Corporate and
Investment Bank

Co-President and Co-Chief
Operating Officer for
JPMorgan Chase & Co;

Viswas Raghavan

Director and Chief Executive
Officer; Chief Executive
Officer, EMEA; Head of
EMEA Banking

Jason Edwin Sippel

Director; Co-Head of Global
Equities

Clive Adamson

Non-Executive Director

There are no material potential conflicts of interest between any duties owed to JPMS plc by
the Directors of JPMS plc identified above and their private interests and/or outside duties.
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Financial information
Historical financial information

Financial information of JPMS plc for the financial year 2018 prepared in accordance with
United Kingdom Accounting Standards, comprising FRS 101 "Reduced Disclosure
Framework", and applicable law (United Kingdom Generally Accepted Accounting Practice)
can be found in Appendix | ("JPMS plc 2018 Annual Report") of the Registration Document
(pages F-1 to F-110).

Financial information of JPMS plc for the financial year 2017 prepared in accordance with
United Kingdom Accounting Standards, comprising FRS 101 "Reduced Disclosure
Framework", and applicable law (United Kingdom Generally Accepted Accounting Practice)
can be found in Appendix Il ("JPMS plc 2017 Annual Report™) of the Registration
Document (pages G-1 to G-76).

Auditing of historical financial information

PricewaterhouseCoopers LLP, Chartered Accountants and Statutory Auditors, have audited
without qualification JPMS plc's audited financial statements. A copy of the auditor's report
from the JPMS plc 2018 Annual Report appears on pages F-45 to F-49 of Appendix | and
from the JPMS plc 2017 Annual Report at pages G-27 to G-33 of Appendix Il to this
Registration Document. PricewaterhouseCoopers LLP has no material interest in JPMS plc.

The address of PricewaterhouseCoopers LLP is: 7 More London Riverside, London, SE1 2RT,
United Kingdom.

Major Shareholders

JPMS plc is a wholly-owned subsidiary of J.P. Morgan Capital Holdings Limited, a company
incorporated in England and Wales.

Legal and arbitration proceedings

JPMS plc is not and has not been involved in any governmental, legal or arbitration
proceedings relating to claims or amounts that are material during the 12-month period ending
on the date of this Registration Document which may have, or have had in the recent past,
significant effects on the financial position or profitability of JPMS plc nor, so far as JPMS plc
is aware, are any such governmental, legal or arbitration proceedings pending or threatened.

No significant change in the Issuer's financial position

There have been no significant changes in the financial position of JPMS plc since
31 December 2018.
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VII. DOCUMENTS ON DISPLAY

Throughout the life of this Registration Document and from the date hereof, the following documents,
or copies thereof, will be available, during normal business hours on any weekday (Saturdays, Sundays
and public holidays excepted), for inspection at the office of the Programme Agent (BNP Paribas
Securities Services S.C.A., Frankfurt Branch, Europa-Allee 12, 60327 Frankfurt am Main, Germany)
and in another form as may be required by law.

(M JPMSP 2018 Annual Report and the JPMSP 2017 Annual Report;

(i)  JPMS plc 2018 Annual Report and the JPMS plc 2017 Annual Report;
(iii)  the Articles of Association of the JPMSP as amended from time to time;
(iv)  the Articles of Association of the JPMS plc as amended from time to time;
(v)  acopy of this Registration Document; and

(vi) a copy of any supplement to this Registration Document, including any document(s)
incorporated by reference therein.

Furthermore, the documents mentioned under (v) and (vi) above are published in electronic form on the
website  https://www.jpmorgan-zertifikate.de/Dokumente/Basisprospekte/  under  the  section
"Basisprospekte".
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J.P. MORGAN SECURITIES PLC
Strategic report

Thedirectors present the Strategicrepori of J.P. Morgan Securities ple (the "Company” or "JPMS pic") for the year ended 31 December
2018.

Overview

JPMS plc, a pubiic limited company incorporated and domiciled in England and Wales, is an indirect subsidiary of JPMorgan Chase
Bank, Nationai Association {"JPMorgan Chase Bank, N.A."), a national banking asscciation in the United States of America (“U.8.")
and a principal subsidiary of JPMorgan Chase & Co. ("JPMorgan Chase” of the "Firm”). JPMorgan Chase is a finansial holding
campany incorparated under Delaware law in 1968, is a leading globatl financial services firm and is one of the fargest banking
institutions in the U.S. with operations worldwide. JPMS ple had 5668 billion in assets and $45 billion in total shareholder's equity
as af 31 December 2018.

Principal activities

The Company is a principat subsidiary of the Firm in the United Kingdom (*UK") and the European Economic Area ("EEA"}). The
Company engages in international investment banking activity, including activity across Markets and Banking lines of business.
Within these lines of husiness, its activities inciude underwriting government and corporate bonds, equities and other securities;
arranging private placements of debt and convertible securities; trading in debt securities, equity securities, commodities, swaps
and other derivatives; providing brokerage and clearing services for exchange traded future and opticns contracts; lending related
activities and providing investment banking advisory services. The Company is a member of over twenty exchanges and various
clearing houses, including, among others, LME Clear Limited, Eurex Clearing AG and ICE Clear Europe.

The Company is a UKbank and a EEA Capital Requirements Directive IV ("CRD V") creditinstitution, legally defined as an undertaking
whose business is to receive deposits or other repayable funds from the public and to grant credits for its own account.

The Company is authorised by the Prudential Regulation Authority (“PRA") and regulated by the PRA and Financial Conduct Authaority
("FCA") inn the UK. it has branches in Frankfurt, Paris, Milan, Madrid, Stockholm and Zarich. It has Outward Services Passporis
across the EEA and Outward Branch Passpors for the respective branches except Zurich,

The Company is likely to lose its EU passporting rights with the expected departure of the UK from the EU, and as such the Firm
has been making the necessary modifications to its legal entity structure and operations in the EU. These plans are discussed in
pages 4 - & of these financial statements,

Review of business

The directors are satisfied with the performance of the Company with core businesses performing in line with expectations. Despite
operating in a highly competitive and complex global environment with continued mixed market conditions, results for the year were
strong, demonstrating the strength and depth of the Company’s client franchises. The results further refiect the Company’s client
focus which allowed businesses to continue to provide investment opporiunities to ciients through its strength as a market maker,
leading to continued profitable results in 2018.

Totat assets increased representing the growth in the Company’s client franchises with increases in securities borrowed and securities
purchased under agreements to resell, along with an increase in cash placed with central banks. The Company continuad to be well
capitalised and met alt external capital requirements.
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Strategic report (continued)

Key performance indicators ("KPIs")

The directors monitor progress on the performance of the Cempany using various metrics, The primary KPls are set out below:

Financial performance (in USD ‘000’s except for capitat ratios) 2018 2017
income statement
Total operating income 10,025,647 7.262,737
Profit on ordinary activities before taxation 4,362,431 3,599,049
Profit for the financial year (after {ax) 3,366,587 2,635,459
Balance sheet
Total assets £68,042,178 620,814,735
Capital ratios (unaudited)
Commen Equity Tier 1 43,583,506 39,877,617
Commen Equity Tier 1 ratic ("CET 1") 18.4% 15.8%
Pillar 1 capital ratio 23.4% 15.9%
Regulatory minimum total required capital ratio* B.0% 8.0%

-

Represents minimum requirements of the European Unicn’'s Basel lif Capital Requirements Directive and Regulation. The Company's total capital ratio as of 31

December 2018 and 2017 exceeded the minimum requirements, as well as the additional capital requirements in excess of the minimum as specified by the
PRA,

Income statement

The income statement for the year ended 31 December 2018 is set out on page 56. Total operating income was $10,026 million
for 2018 (2017 $7,263 million). The results for the Company show a pre-tax profit of $4,362 miltion for 2018 (2017: 3,599
million). Total operating income was up year on year, driven by strong results in the Banking business supplemented by improved
performance across several markets businesses and dividend income from J.P. Morgan Europe Limited.

Balance sheet

The balance sheet is set out on page 57. The Company has total assets and tetal liabilities of $668,042 million (2017: $620,815
million) and $623,138 miltion (2017: $5798,400 million) respectively, as at 31 December 2018.

Capital ratios

The Company continues to maintain strong capital ratios. Refer to Risk management section on pages 8 - 41 for further details.

F-4
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Strategic report (continued)
Future outlock

The Company's outlook for the full 2019 year shouid be viewed against the backdrop of the giobal economy, financial markets activity,
the geopoiitical environment, the competitive environment, client activity levels and regulatory and legislative developmenis in the
countries where the Company does business. Each of these inter-related factors will affect the performance of the Company and its
lines of business {"LOB's").

Expected departure of the UK from the EU
Risks and uncertainties

In 2016, the UK voted to withdraw from the European Union ("EU"), and in March 2017, the UK invoked Article 50 of the Lisbon
Treaty, which commenced withdrawal! negotiations with the EU. As a result, and after two extensions of the negotiation timeling, the
UK is currently scheduled to depart from the EU on 31st October, 2019. Negotiations regarding the terms of the UK's withdrawal
continue between the UK and the EU, although the situation remains highly uncertain.

it remains highly uncertain how the expected departure of the UK from the EU, which is caommonly referred to as "Brexit,” will affect
financial services firms such as JPMorgan Chase that conduct substantial operations in the EU from legal entities that are organised
in or operating from the UK. It is also possible that any agreement reached between the UK and the EU may, depending on the final
outcome of the ongoing negotiations and related legislative developments:

«  impede the ability of UK-based financial services firms to conduct business in the EU;
- fail to address significant unresolved issues relating to the cross-border conduct of financial services activities; or
+  apply only temporarily.

Adisorderly departure of the UK from the EU, or the unexpected consequences of any departure, could have significant and immediate
destabilising effects on cross-border financial services activities, depending on circumstances that may exist following such a
withdrawal, including:

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

= reduction or fragmentation of market liquidity that may be caused if trading venues or central counterparties ("CCPs")
currently based in the UK have not completed arrangements to conduct operations from the EU either immediately or, if
autharised o continue to operate from the UK on a transitionat basis, after any transitionai relief has expired:

= unceriainties concerning the application and interpretation of taws and regulations relating to cross-border financial
services activities;

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

+  lack of legal certainty concerning the treatment of existing transactions,

Any or ali of the abave factors could have an adverse effect on the overali operation of the European financial services market as
well as JPMorgan Chase’s business, operations and earnings in the UK, the EU and globally and the Company's business, operations,
and earnings.

If the UK departs from the EU with no withdrawal agreement having been reached, the types of structural and operational changes
that the Firm is in the process of making to its Eurcpean operations wifl result in the Firm having to sustain a more fragmented
operating model across its UK, EU and other operating entities. Due to considerations sich as operating expenses, liquidity, leverage
and capital, the modified Eurapean operating framework wilt be more compiex, less efficient and more costly than would otherwise
have been the case. JPMorgan Chase may experience these types of inefficiencies in its business and operations even if a withdrawal
agreement is reached, for example in the event that during the transition pericd contemplated by such an agreement, the UK and
the EU fail to reach further agreement on future trade relationships between the UK and the EU, or if any other outcome persists
that does not assure ongoing access for UK-based financial services firms to the EL market.
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Strategic report {(continued)
Expected departure of the UK from the EU {continued)
Firm’s Response to Brexit

The Firm has a long-standing presence in the UK., which currently serves as the regional headquarters of the Firm's operations in
over 30 countries across Europe, the Middle East, and Africa ("EMEA”). In the region, the Firm serves clients and customers across
its business segments. The Firm has approximately 16,000 employees in the UK., of which approximately two-thieds are in London,
with operationat and technology support centers in locations such as Bournemouth, Glasgow and Edinburgh.

The Company is a principal subsidiary in the region and the Firm utilises its EU passport to serve clienis and customers across its
business segments. Itis assumed that the Caompany is likely to lose its EU passparting rights on Brexit and will not be able to continue
to conduct the regulated activities in the EEA. The Firm has therefore been making the necessary modifications to its legal entity
structure and operations in the EU, the locations in which it cperates and the staffing in those locations to ensure the continuity of
service to the clients. In particular, the Firrn is building its EU legal entities so they are able to face the EEA clients and counterparties
for the EU passported regulated activity. The Company is facilitating the Firm's implementation efforts, including re-documentation
of in-scope EEA clients, redirection of the membership activity with certain EU CCPs to the relevant EU legat entity, and planning
for the transfer of necessary staff out of the UK to the EU locations.

Brexit Impliementation Program

The Firm has been preparing for readiness for the U.K.’s expacted withdrawal from the EU, which is commonly referred to as “Brexit”,
for an extended period of {ime.

JPMorgan Chase established a Firmwide Brexit Implementation programme in 2017. The programme covers strategicimplementation
across all impacted businesses and functions. The programmae's objective is to deliver the Firm's capabilities on “day one” of the
UK's withdrawal across all impacted fegal entities. The programme includes an ongoing assessment of implementation risks including
political, legal and regulatory risks and plans for addressing and mitigating those risks. The Firm is also monitosing the expected
macroecenomic developments associated with a no-deal scenario and has undertaken stress testing covering cradit and market
risk o assess potential impacts. Significant uncertainty remains around the UK's expected departure from the EU, including the
possibility that the UK departs without any agreement being reached on how UK financial services firms will conduct business within
the EU (i.e., "a no-deal scenario”).

The Firm is planning for a UK withdrawal in the event that an agreement is reached, as well as for a no-deal scenario. Significant
uncertainties exist under either potential cutcome.

The Company is facilitating the Firm’s implementation programme, including transition of in-scope activities to the relevant EU legal
entity. The purchase price consideration for the transition of the activities will be determined based on arm's length fair market value
principles. Management has performed an assessment of the facts and circumstances of the planned transition and the assets and
lizbilities that would be subject of the transfer from the Company to the relevant EU legal entity and the fair market value compensation
that the Company would receive for the transfers. The consideration will be conciuded, ance the compenents of the transfer have
been finalised.

In planning for the UK withdrawal from the EU under a no-deal scenario, the Firm is focused on the following key areas to ensure
cantinuation of service to its EU clients: regulatory and legal entity readiness; client readiness; and business and operational readiness.

Regulatory and legal entily readiness

The Firm intends to leverage its existing EU legal entities, in Germany, Luxembourg and lreland to conduct broader financial service
activities. These legal entities are now ready with capabitities to address a UK exit scenario, including governance, infrastructure,
capital, local regulatory licenses and branch authorizations, as needed, and are operationally live with new client activity that is
expected to expand fo the full planned scope once the timing of a potential UK exit is confirmed.

As part of building up the Firm's EU legal entities, the Firm is assessing the most efficient capital allocation across the legal entities
in the region. The expected transition of the activities cut of the Company would free up capital resources in the Company above its
regulatory capitat requirements. In these circumstances and where possible, management is planning that the Company would
consider distributing any available excess capital to its shareholders. This will enable the allocation of capital to the EU lega! entities,
These dividend proposals would be assessed by management and the directors in fine with the JPM EMEA Capital Management
and ICAAP framework and the dividend strategy of the Company. The fundamental imperative of the dividend strategy remains that
of preserving the Company’s capital strength and long-term stability to enable it to build and invest in business activities through
normal and stressed environments.

F-6



J.P. MORGAN SECURITIES PL.C

Strategic report (continued)

Expected departure of the UK from the EU (continued)
Brexit Implementation Program (continued)

Client readiness

Where required, agreements with the Fimy's EU clients are being re-documented from the Company and other UK legal entities to
existing EU legal entities to ensure continuation of service. This process involves establishing new agreements such as ISDA master
agreements between clients and the relevant EU legal entity. There is a risk that not all clients will have the appropriate (egal and
operational arrangements in place upon the UK's withdrawal from the EU. The Firm continues to actively engage with ifs clients to
ensure preparedness and, to the extent possible, minimise operational disruption.

Cn the implementation of the Brexit plans, the EU clients of the Company would start facing the relevant EU legat entity. Depending
on the product and the line of business, the market risk may continue to be managed within the Company and in these instances,
the EU legal entities wilt have a back tp back trade with the Company. Further, the extent to which the Company wili need {o novate
historical client trades to the EU legal entities will depend on the final agreement between the UK and EU. Any novations of such
trades would occur at the relevant fair market values.

Business and operalional readiness

The Firm is expecting to add several hundred employee positions in its various EU locations, including individuais who the Firm
expects o relocate from the UK. The Firm is preparing to be operational in the EU across all in-scope businesses and functions,
including the build-out of technology, processes and controls, and the necessary resourcing in the EU focations across first, second
and third line of defence functions. Several hundred employees could be transferred from the Company to the relevant EU legal
entities.

The Firm and its EU [egal entities’ access to market infrastructures such as trading venues, CCPs and central settlement systems
(*553s") have been adjusted to comply with the evolving regulatory framework. Some uncertainty remains with respect to the
readiness of the overall market ecosystem and conneclivity between participants. The Firm continues to monitor the regulatory
landscape and is preparing to take mitigating action, as needed.

In the event that the UK's withdrawat! from the EU is delayed through a transition deal or ancther mechanism, the Firm would have
the required operational capabilities to conduct business from its EU legal entities, but the timing of any further changes would be
re-assessed to ensure that a strategic approach is taken. The Firm continues to closely monitor all negotiations and legisfative
developments and has developed an implementation plan that allows for flexibility given the continued uncertainty.

Other considerations

Management’s fair value estimates reflect the market data at the balance sheet date and this incorporates any market sentiment
relating to Brexit. The expected credit loss model includes the Company’s assessment of the most likely cutcome of Brexit on
macroeconomic variables as of the balance sheet date.

Management have considered the impact of the risk factors associated with Brexit on the Company's ability {0 continue as a going
concern, Whilst, as set out above, the risks associated with Brexit could have adverse impacts to the Company’s business, operations,
and earnings and the Company will see a reduction in its EU client footpring, the Company is expected to continue to be a principal
subsidiary of the Firm in the region and continue to remain profitable and weli-capitalised.

Regulatory developments

Inthe EU, there is an extensive and complex program of fina! and proposed regulatory enhancement that reflects, in part, the EU's
commitments to policies of the Group of Twenty Finance Ministers and Central Bank Govarnors (*G20") together with other plans
specific to the EU. The EU operates a kuropean Systemic Risk Board that monitors firancial stability, together with European
Supervisory Authorities ("ESA”") that set detailed regulatory rules and encourage supervisory convergence across the EU's Member
States. The EU is currently reviewing the ESA framework and the Eurcpean Commission ("EC") has proposed legisiation to change
the rales and responsibilities of the ESAs. The EU has also created a Single Supervisory Mechanism for the euro-zone, under which
the reguiation of all banks in that zore will be under the auspices of the European Central Bank, together with a Single Resclution
Mechanism and Single Resolution Board, having jurisdiction over bank resolution in the zone. At both the G20 and EU levels, various
proposals are under consideration to address risks associated with glebal financial institutions.

The EU is also currently considering or implementing significant revisions {o laws covering securities sattlement; mutual funds and
pensions; payments; anti-money laundering controls; data security and privacy; transparency and disclosure of securities financing
transactions; benchmarks; resolution of banks, investment firms and market infrastructures; and capital and liquidity requirements
for banks and investment firns.

Consistent with the G20 and EU policy frameworks, U K. reguiators have adopted a range of policy measures that have significantly

changed the markets and prudential regulatory environment in the U.K. Post-Brexit, there is uncertainty as to future UK policy
initiatives as it will depend on the future relationship between the EU and UK. Therefore the impact wili be assessed Post-Brexit.
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Strategic report (continued)

Regulatory developments {continued)
Trading and clearing legislation

In the EU, there have been significant regulatory reforms to give effect to the 2009 G20 policy agenda. This includes European
Market Infrastructure Regulation ("EMIR"), which began in 2012 and The Markets in Financial Instruments Directive H/R ("MiFID |/
R™), which began on 3 January 2018.

EMIR requires, among otherthings, the central clearing of certain standardised derivatives and risk mitigation techniques for uncleared
ovar-the-counter ("OTC") derivatives. EMIR is currently being reviewed as part of the European Commission's EMIR Regulatory
Fitness and Performance programme {"REFIT") legislative proposal, but this has not yet been finalised. EMIR REFIT proposes to
introduce targeted changes to EMIR to streamline the rules and make them less burdensome for certain counterparties.

MIFID H/R gives effect to the G20 commitment to move trading of standardised OTC derivatives to exchanges or electronic trading
platforms aswell as significantly enhances requirements for pre- and post-trade transparency, clearing, trade and transaction reporting
and investor protection, and introduces commodities position limits and reporting regime. MiFID /R has infroduced expanded
requirements for a broad range of investment management activities within their investor protection requirements, including preduct
governance, transparency on costs and charges, independent investment advice, inducements, record keeping and client reporting.
MiFld II/R will be subject to review by the European Commission by March 2020.

Loss absorbency requirements under the EU Bank Recovery and Resolution Directive

The Financial Stability Board ("FSB") Totat Loss Absorbing Capacity ("TLAC”} standard issued in November 2015 specified minimum
TLAC requiremnents for global systemically important banks, including at the lavel of their material sub-groups. Within the European
Union and the UK, the EU Bank Recovery and Resolution Directive (‘BRRD") and the UK transposition of the Directive established
a requirement for the Bank of England ("BoE”} to set a minimum reguirement for own funds and eligible liabilities (‘MREL"). Both
TLAC and MREL are intended to facilitate the resolution of a financial institution without causing financial instability and without
recourse to public funds. The BoE published its updated Staternent of Policy on its approach to setting MREL in June 2018, This
included new requirements on the internal MREL resources to be held by UK material subsidiaries of overseas groups. In line with
the FSB TLAC standard, these rules came into effect, on a transitionat basis, from 1 January 2019, with full compliance required by
1 January 2022, Following BoE comemunication of firm-specific MREL targets in 2018, the Company replaced a portion of its existing
senior funding notes with Tier 2 qualifying subordinated notes in order to ensure compliance with these requirements,

Amendments to the EU MREL framework are being agreed through the finalisation of the Risk Reduction Measures Package. The
potential impacts of these amendments on the MREL requirements applicable to the Company will be considered once the final
package has been agreed.

London interbank offered rate ("LIBOR")

Globally, policymakers have warned that the production of Interbank Offered Rates ("1BORs") cannot be guaranteed past 2021,
creating an impetus and setting a timeline by which the marketplace needs to prepars for the potential cessation of IBORs' production.
Public-private national working groups have been formed in several jurisdictions to identify alternative risk-free reference rates and
prepare the marketplace for the transition to these rates. In Europe, EU Benchmark Regulation will restrict the ability of EU regulated
entities to use third country benchmarks unless such benchmarks oblain the appropriate regulatory status in the EU. As a result,
financial institutions are implementing transition programmes to prepare for IBORs potential cessation and minimise financiaf stability
risks of this event.

JPMorgan Chase established a Firmwide LIBOR transition programme in early 2018. When assessing risks associated with IBOR
transition, the programme considers three possible scenarios: disorderly transition, measurediregulated transition, and IBOR in
continuity. These risks wili continue to be monitored, along with any new risks that emerge as the programme progresses. Plans to
mitigate the risks associated with IBOR transition have been identified, with some afready in the early stages of implementation.
Model risk, for example, will be mitigated by the identification and migration of swap curves based on IBORs {o new alternative
reference rates.

EU securitisation framework

The new EU securitisation framework finalised in December 2017 came into effect on 1 January 2019. It includes a ‘Securitisation
Regulation’ which outlines general requirements for all securitisation activity in the EU as well as amendments {o the Capital
Requirements Regulation {"CRR") to implement revisions to the Basel securitisation capitai framework. The revisions to the
securitisation capital framework tackle shortcomings in the pre-crisis framework as observed during the financial crisis. The revisions
seek to reduce mechanistic reliance on external ratings, increase risk weights for highly-rated securitisation exposures, reduce risk
weighis for low-rated senior securitisation exposures, reduce cliff effects, and enhance the risk sensitivity of the framewaork.
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Regulatory Developments {continued}
Capital Requirements Directive V ("CRD V")/Capital Requirements Regulation 2 ("CRR 27}

The CRD V/CRR 2 proposai for revised capital and liquidity legislation for banks and investment firms will implement in the EU many
of the finalised Basel Il capital and iiquidity standards, including changes in relation to the leverage ratio, market risk capital, and a
stable funding ratia.

The European Council and the Eurcpean Parliament continue to consider amendments to the European Commission's proposal
from November 2016 to amend CRD IV/CRR. The trilogue process began in early July 2018, albeit the date of implementation
remains difficuit fo predict. The proposals alse include a transitional provision effectively delaying the implementation of most of the
new proposals for a further two years after the formal adoption of the legislation. Thus, a January 2021 start date for the significant
capital elements of the proposal seems iikely. The changes proposed to the capital framework will require significant preparatory
work both in terms of interpretation and implementation of the new rules, the proposals of which are discussed below.

+  The fegislation proposes an infermediate parent undertaking (*HPU")} requirement for foreign banks, which will reguire non-
EU banks operating in Europe {with total EU assets >EUR30bn ar which are part of a global systemically imporiant banks
{"G-81Bs"}) to establish a single EU-Iocated IPU. The full impact of the proposal on the Company's eperations will be heavily
infiuenced by the outcome of the EU legisiative process, including whether any flexibility is introduced o the reguirement.

+  The Fundamental Review of the Trading Book {"FRTB"} overhauls the market risk capital requirements and aims to develop
a new trading book framework, The impact an the Company has not been guantified at this stage under these updated
proposals.

« Standardised approach to measuring counterparty credit risk exposures (“*SA-CCR”) includes provisions differentiating
between margined and un-margined transactions and improving the capital framework’s risk sensitivity. SA-CCR also
provides clearer recognition of netting benefits and the degree of volatility in counterparty exposures, in practice, the
Company is expected to implement the Internal Model Method ("IMM”} approach for a large part of its exposures by the
time SA-CCR is implemented, reducing the impact of the latter.

« Theleverage ratio was introduced in Basel 3 (and transposed into CRR), as a non-risk based measure of the leve] of capital
held by a firm. It is calculated by assessing Tier 1 capital to Total Exposures. The amendments now mandate a binding
ratio, set at 3%, with discretion afforded to nationai authorities to increase this requirement if they deem necessary. Itis niot
expected that the Eurcpean implementation of the leverage ratio requirements will be a binding constraint on the Company.

+ The Basel Committee recently finalised certain changes to the Basel Hl framework which includes revisions to the
standardised approach to credit risk and operationa! risk calculation methods. They will affect the Company only once
implemented in the EU through changes to the CRD. Note that no firm pians for implementation of these changes have
been set out by the EU legislative bodies.

Risk management

Risk is an inherent part of the Company's business activities. The Company’s overall objective is to manage its businesses, and the
associated risks, in a manner that balances serving the interests of its clients and customers and protects the safety and soundness
of the Company.

JPMorgan Chase's and the Company's risk management framework seeks to mitigate risk and foss to the Firm and Company. The
Firm has established processes and procedures intended to identify, measure, menitor, report and analyse the types of risk to which
the Firm is subject. However, as with any risk management framewaork, there are inherent limitations to the Firm'’s risk management
strategies because there may exist, or develop in the future, risks that the Firm has not appropriately anticipated ar identified.

The Firm’s activities are organised into business segments as weli as a Corporate segment. The business segments, also known
as lines of business ("LOB"), are determined based on the products and services provided or type of customer served. The major
LOB for the Company is Corporate and Investment Bank ("CIB").

Firmwide Risk Management is overseen and managed on an enterprise-wide basis. The Firm's risk governance structure is based
on the principle that each LOB is responsible for managing the risk inherent in its business, albeit with appropriate corporate
oversight. This is supportad by global policies and standards to which ali staff world-wide are required to adhere to.

To complement the global LOB structure, within Europe, the Middle East and Africa ("EMEA”), a regional governance framework
incorporates the Firmwide strategy, and the Firm's policies, procedures and LOB structure, This regicnal framework is thus
supplemental and compliementary to the global framewoark and also provides the requisite fink between the EMEA legal entities and
the LOBs.
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At a Company level, the Global Legal Entity Risk framework assigns risk tiers from 1 to 4 to the Firm's significant operating entities
across ail lines of business, where Tier 1 represents the highestlevel of risk management oversight required. Core and recommended
governance standards have been created for each tier of governance e.g. risk commitiee aversight. The Company has been assigned
Tier 1 under this framewark and, therefare, risk oversight is performed by the EMEA Risk Commitiee (“ERC"). The rale of the ERC
is to provide oversight of the risks inherent in the Firm’s business conducted in EMEA or booked into EMEA entities and relevant
branches as well as EMEA branches of ex-EMEA firms. The ERC is accountable to the Company's Directors Risk and Policy
Committee ("DRPC") and EMEA Management Committee.

The Company exercises aversight through the Board of directors and delegation from the Board to committees and sub-committees
which are aligned to the Firm risk management framework and regulatory requirements.

The Committee structure chart is presented below:
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Risk management (continued)
All disclosures in the Risk management section (pages 8 - 41) are unaudited uniess otherwise stated.

The foliowing sections cutline the key risks that are inherent in the Company’s business activities.

A detailed description of the policies and processes adopted by the Firm may be found within the JPMorgan Chase & Co. 2018
Annuat Report on Form 10-K. The repost is available at hitps:/fipmorganchaseco ges-web com/financial-information/sec-filinas

Capita! risk (audited)

Capital risk is the risk the Company has an insufficient level and composition of capital to support the Campany’s business activities
and associated risks during both normal economic environments and under stressed conditions.

A strong capital position is essential to the Company’s business strategy and competitive position. The Firm's capital management
strategy focuses on maintaining long-term stability to enable the Firm fo build and invest in market-leading businesses, even in a
highly stressed environment. Prior to making any decisions on future business activities, senior management considers the
implications on the Firm's capital. Accordingly, its Capital Management Framework is designed to ensure that the Campany is
adeqguately capitalised at all times primarily in relation to:

+  Minimum risk-based regulatory capital requirements (Piliar 1 capital under CRD IV® plus Pillar 2/individual Capital Guidance
{"1CG") set by the PRA and relevant CRD IV buffers);

+  Minimum teverage requirements®™ (calcutated per the final rules in the Capital Requirements Regulation ("CRR") post the
delegated act (October 2014));

+  The risks faced by the entities, through regular comparisons of regulatory and internal capital requirements: and

+  Senior management's risk appetite expressed, for example, through the application of an internal capital buffer and preferred
minimum capital ratios above those prescribed in regulation.

The EMEA CIB Capital Commiltee, which has senior business and contro! function representation, receives monthly updates of the
Company's capital positions and projections and has oversight on decisions related to capital usage and capital strategy. The
framework used to manage capital within the Company is based around a regutar cycle of point-in-time capital calculations and
reporting, supplemented by forward-looking projections and stress-testing, with corrective action taken as and when required to
maintain an appropriate level of capitalisation. Each part of the process is subject to rigorous control, inciuding capital adequacy
reporting with daily, weekly and guartetly frequency to ensure the Company maintains appropriate oversight in line with the Capitat
framewaork. Escalation of issues is driven by a framework of specific triggers, setin terms of capital and leverage ratios, movements
in those ratios and other measures.

Through the quarterly Internal Capital Adequacy Assessment Process (“ICAAP"), the Company ensures that it is adeguately
capitalised in relation to its risk profile and appetite, not only as at the ICAAP date (year end, last submitted 30 April 2018), but
through the economic cycle and under a range of severe but piausible stress scenarios. The quarterly ICAAP results are reviewed
by the EMEA CIB Capital Committes. The annual 'Reverse siress testing’ exercise is used to identify potential, extreme scenarios
which might threaten the viability of the Company's business model, so that any required mitigation can be put in place.

<_"’) CRD IV implemented Basel lil in the EU, and came into force on 1 January 2014,
% Disclosure requirement applicable from 1 January 2015,
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Risk management {continued)
Capital risk {audited) (continued)

The composition of the Company's capitai is as follows. All tiers of capital are shown net of applicable deductions.

31 December 2018 2017

$'000 $000
Common Equity FHer 1 (Equity share capital and reserves) 43,583,506 38,877 617
Tier 2 (Subordinated ioan) (note 27) 12,000,600 —
Total capital resources 55,583,506 39,877,617
Fillar 1 capital requirement (unatdited) 16,984,019 20,014,406
Excess of total capital resources over Fillar 1 capital requirements (unaudited) 36,599 486 19,863,211
Commeon Equity Tier 1 ratio ("CET 1") (unaudited) 18.4% 15.8%
Pillar 1 capital ratic (unaudited) 23.4% 15.8%

As of 31 December 2018 and 2017, the Company was adequately capitalised and met all external capital requirements. Capitat
resources utilised to calculate capitat ratios are inclusive of audited current year profits. Additionaily, the operational risk requirement
included within the Pillar 1 Capital Requirement has been recalculated to incorparate current year net income.

Company information is included as part of the Pillar 3 discicsures and are made available on the Firm's website (https.//
ipmorganchaseco.gcs-web.com/financial-information/basel-piliar-3-us-lor-disclosures) in accordance with Part Eight of the European
Capital Requirements Regulation. These are published on an annual basis or more frequently where the Firm has assessed a further
need to do so under the guidelines (EBA GL2014/14) set cut by the European Banking Autheority. These disclosures are not subject
to external audit.

Following the BoE communication of firm-specific MREL targets in 2018, the Company issued US$12bn of Tier 2 qualifying
subordinated notes, in order to ensure compliance with these raquirements.

Amendmenis to the EU MREL framework are being agreed through the finalisation of the CRD V proposal. The potential impacts of

these amendments on the MREL requirements applicable to the Company will be considered once the final package has been
agreed.

Credit risk {audited)

Creditrisk s the risk agsociated with the default or change in credit profile of a client, counterparty or customer. Credit risk management
is an independent risk management function that moniters, measures and manages credit risk throughout the Firm and defines credit
risk policies and procedures. The credit risk function reports to the Firm's Chief Risk Officer ("CRO").

The Company is exposed to credit risk through its underwriting, lending, market-making, capital markets and hedging activities with
and for clients and counterparties, as well as through its aperating services activities (such as clearing activities), securities financing
activities, investment securities porifolic, and cash internally swept to other group entities. Whilst the Firm has established a
comprehensive Firmwide risk policy framework, this is supplemented (as required), by legal entity-specific risk policies. As such, the

Cempany's Credit Risk Management policy supplements the Firmwide risk policy framework and is approved by the Company's
Board of directers and DRPC.

Risk identification and measurement

The Credit Risk Management function monitors, measures, manages and limits credit risk across the Firm's businesses. To measure
credit risk, the Firm empfoys several methodologies for estimating the likelfhood of obligor or counterparty default. Mathodologies
for measuring credit risk vary depending on several factors, including type of asset, risk measurement parameters, and risk
management and collection processes. Credit risk measurement is based on the probability of default of an obligor or counterparty,
the loss severity given a default event and the exposure at default.
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Credit risk (audited) (continued)
Stress testing

Stress testing is importantin measuring and managing credit risk in the Company's credit portfolio. The process assesses the potential
impact of aiternative economic and business scenarios on estimated credit losses for the Firm. Econemic scenarios and the underlying
parameters are defined centrally, articulated in terms of macroeconomic factors and applied across the businesses. The stress test
results may indicate credit migration, changes in delinquency trends and potential losses in the credit portfolio. In addition {o the
periadic stress testing processes, management also considers additional stresses outside these scenarios, including industry and
couniry specific stress scenarios, as necessary. The Firm uses stress testing to inform decisions on seiting risk appetite both at a
Firm and Company level, as weli as to assess the impact of stress on individual counterparties.

Risk monitoring and management

The Company is subject to the policies and practices developed by the Firm. The policy framework establishes credit approval
authorities, concentration limits, risk-rating methodologies, portfolio review parameters and guidelines for management of distressed
exposures. In addition, certain models, assumptions and inputs used in evaiuating and monitoring credit risk are independently
validated by groups that are separate from the LOB.

Credit risk is monitored regularly at an aggregate portfalio, industry, and individual client and counterparty level with established
concentration limils that are reviewed and revised as deemed appropriate by management, typically on an annual basis. Industry
and counterparty limits, as measured in terms of exposure and economic risk appetite, are subject to stress-based loss constraints.
in addition, wrong-way risk {the risk that exposure to a counterparty is positively correlated with the impact of a default by the
same counterparty, which could cause exposure to increase at the same time as the counterparties capacity to meet its obligations
is decreasing} is actively monitored as this risk could result in greater exposure at default compared with a fransaction with
another counterparty that does not have this risk.

Management of the Firm's credit risk exposure is accomplished through a number of means, including:

»  Loan underwriting and credit approval process
+  Loan syndications and participations

+  Lovan sales and securitisations

= Credit derivatives

= Master netting agreements

»  Collateral and other risk-reduction techniques

Credit Portfolio Group ("CPG")

CPG in the Markets division of the CIB is responsible for the strategic risk management of certain risks of the Firm, primarily on
behalf of CIB, including:

+  Retained credit risk from traditional credit products ("TCP") such as loans and commitments (originated by Banking)

¢ Counterparty credit risk ("CVA") and certain funding risks ("FVA")} associated with client derivative trades (originated by CIB
Markets businesses)

+  Credit Support Annex ("CSA") discounting risk from client-specific CSA terms in coliateralised derivative transactions

CPG is also responsible for centralised governance and oversight for collateral on behalf of the CIB derivatives franchise; and
optimising the sourcing, posting and pricing of variation and initial margin in partnership with the client facing businesses.

Risk reporting

To enable monitoring of credit risk and effective decision making by the Company, aggragate credit exposure, concentration
levels and risk profile changes are reported regularly to senior members of Credit Risk Management. Detailed porifolio reporting
of industry, clients, counterparties and customers, product and geographic concentrations occurs monthiy, and the
appropriateness of the allowance for credit losses is reviewed by senior management at least on a quarterly basis. Through the
risk reporting and governance structure, credit risk trends and limit exceptions are pravided regutarly to, and discussed with risk
committees, senior management and the Board of direclors as appropriate.
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Credit risk (audited) (continued)

Risk measurement

Expected credit ioss measurement

Approach to measuring expected credit losses

The Company estimates credit impairment through an allowance for expected credit losses ("ECLs"). ECLs are recognised for

financial assets that are measured at amortised cost or at fair value through other comprehensive income (‘FVOCI") and for specified

lending-related commitments such as loan commitments and financial guarantee contracts. The measurement of ECLs must reflect:
<« Anunbiased and probability weighted amount that is determined by evaluating a range of possible outcomes;

»  The time value of money; and

* Reasonable and supportable information about past events, current economic conditions, and forecasts of future economic
conditions.

The measurement of ECL also reflects how the Company manages the financial instruments it uses for credit risk purposes such
as Traditional Credit{ Products {("TCP"), and Non-Traditional Credit Products ("Non-TCP"). TCP are wholesale loans and lending-
related commitments from extensions of credit to borrowers; whereas Non-TCP are all other debt financial assets measured at
amortised cost.

The following table sets out the gross carrying amount (before ECL) of the Company’s financial assets that are measured at amortised
cost or FVOC! by the respective TCP and Non-TCP categories.

At 31 December 2018

Gross carrying amount TCP Non-TCP
$'000 $'000 $'000 $'000 $‘ooo

Assets Amortised Cost FVOCI Totat Amortised Cost Total
Cash and balances at central banks o o e 28,880,787 29,880,787
Leans and advances tc banks e R e 9,690,343 0,690,343
Leans and advances to customers 832,751 1,343,178 2,175,928 — 2,175,929
Securities purchased under agreements to reselt e e — 19,132,226 19,132,226
Bebtors —— — —— 82,800,597 82,800,597
Other assets

Accrued income e — e 716,617 716,617

Other 98,459 98,459
Total financial assets measured at Amortised
cast and FVOC! 832,751 1,343,178 2,175,828 142,319,028 144,494,958

ECL on off-balance sheet lending-related commitments, which are categorised as TCP, are reported in provisions for liabilities and
are nof included in the {able above. These lending-retated commitments are disclosed in note 31.

The Company uses statistical models to estimate ECLs for TCP on a collective basis; however ECL for credit-impaired instruments
is estimated on an individual borrower basis. When determining how exposures should be grouped for coliective assessmenti, the
Company considers many factors including, but not imited to, internal credit risk ratings, tenar, borrower gecgraphy and industry.
The Company's internal risk ratings generally correspond to the ratings as defined by Standard & Poor's ("S&F") and Moody’s
Investors Service. See further detail in the Maturity and ratings section . For Non-TCPs, the Company utilises a combination of an
established provision matrix, as well as quantitative and qualitative considerations to estimate ECLs. See further detail in the ECL
measurement for Non-TCP portfalios section.
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Credit risk (audited) {continued)

Risk measurement {conlinued)

Expected credit loss measurement {(continued)

Impact of staging on measuring expected credit losses

ECLs are measured using a three stage mode! based on changes in credit quality of the financial instrurnent since it was initially
recognised ("initial recognition™):

. Stage 1 - performing financial instruments that have not had a significant increase in credit risk since initial recognition;
. Stage 2 - performing financial instruments that have experienced a significant increase in eredit risk; and
. Stage 3 - non-performing financial instruments that have been determined to be credit-impaired.

Default and credit-impairment (Stage 3}

Financial instruments are included in Stage 3 when there is ohjective evidence of impairment at the reporting date. For Stage 3
instruments, ECL is calculated considering the probability of default over the remaining life of each instrument {“Lifetime ECL"} on
an individual asset basis and interest revenue is calculated on the net carrying amount (that is, net of the aflowance for credit losses).
All financial assets, regardless of their category as TCP or Non-TCP are considered to be credit-impaired and are included in Stage
3 when one or more of the following events that have a detrimental impact on the estimated future cash flows of that financial asset
has occurred:

»  Significant financial difficulty of the issuer or the borrower;
«  Adefauit or past due event;

+  The Company has granted a concession to the borrower for econemic or contractual reasons relating to the borrower’s
financial difficulty;

- |t has become probable the borrower will enter bankruptcy or other financial rearganisation;
= An active market {for that Enancial asset no longer exists because of the borrower's financial difficuities; or
«  Afinancial asset is purchased or originated at a deep discount that reflects a credit loss has been incurred.

The criteria abave are consistent with how the Company defines 'default’ for internal credit risk management purposes.

A financial asset is considered o no longer be in default (i.e. the defaul} has been cured) when the borrower has made payments
for a minimum of six menths and there is other objective evidence of credit improvement.

Significant increase in credit risk (Stage 2)

Financial instruments that have experienced a significant increase in credit risk ("SICR") since initial recognition for which there is
no objective evidence of impairment are included in Stage 2. For Stage 2 instruments, ECL is calculated considering the probabiiity
of default over the remaining life of the instrument on a collective basis and interest revenue is calculated on the gross carrying
amount of the asset {that is, without deduction for the credit loss allowance).

The Company assesses for evidence of a SICR by considering whether there has been a change in the risk of a default occcurring
since the financial instrument was initially recognised.

For TCP, the Company considers a financial instrument to have experienced a SICR when any of the foliowing quantitative or
qualitative criteria have been met

Quantitative criteria

The Company determines whether the probabifity of a default ("PD") occurring has changed between a financial instruments initial
recognition and the reporting date. If the change in PD exceeds certain relative and absoiute thresholds, the instrument has
experienced a SICR. The assessment of the PD iakes info account reascnable and suppartable information, including information
about past events, current and future economic conditions.
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Risk measurement (continued)

Significant increase in credit risk (Stage 2) (continued)
Qualitative criteria

The Company monitors borrowers that may become impaired by including them on its watch list. Obligors that are on the watch list
are considered to have experienced a SICR. The Company also monitors changes in internal credit risk ratings (relative to the credit
rating on initiat recognition) and delinguency triggers to determine if a borrower has experienced a SICR.

The Company’s TCP portfolio is mostly comprised of large, international, wholesale borrowers. For these borrowers, shori-term
delinquencies alone are not considered to be a meaningful credit qualily indicator as the Company's experignce has shown that
other internal credit quality indicators generally identifies increases in credit risk well before delinquency. As such, the Company
has determined that using the quantitative and qualitative criteria described above are most appropriate for capturing SICR for TCP.

Financial instruments that are in Stage 2 are moved to Stage 1 as described below in the period that the quantitative and qualitative
criteria for a SICR no longer exist.

The approach for determining whether there has been a SICR for Non-TCP portfolios depends on the type of instrument. The
Company presumes non-TCP financial assets that are 30 days past due have experienced a SICR and are included in Stage 2
except for certain fee receivables (ie. fee receivables with institutional clients which follow a different billing and collection cycle)
that are classified in Stage 2 at 90 days past due. inter-company loans and receivables to material legal entities covered by the
Firm's resolution and recovery plans are considered to be investment grade and therefore these are included in Stage 1 with no
SICR . Finally, the remainder of the Company's Non-TCF are mostly short-term and generally no SICR has arisen pricr to the maturity
of that instrument and therefore the ECL impacted was anticipated to be immaterial.

Unimpaired and without significant increase in credit risk {Stage 1)

Financial instruments that have not had a SICR since initial recegnition are included in Stage 1. For Stage 1 instruments, ECL is
calculated by considering the probability of default within 12 months after the reporting date on a collective basis and interest revenue
is calcutated on the gross carrying amount of the asset (that is, without deduction for the credit loss allowance).

Sensitivity analysis of ECL due to staging

The impact of staging on the Company’'s ECL recognised on balance sheet as at 31 December 2018, by comparing the allowarnce

if ali performing financial assets were in Stage 1 or if all such assets were in Stage 2 to the actual ECL recorded on these assets
was assessed as immaterial.
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ECL measurement for TCP Portfolios

Key Inputs

In broad terms, ECLs for the Company’s TCP portfolios are generally calculated based on the following key inputs:

Probability of Default (*PD"): The PD model estimates the probability of downgrade and default each quarter. The 12-month and
lifetime PDs represent the probability of default occurring over the next 12 months and the remaining maturity of the instrument

respectively. The model considers input variables that are region-, industry- and borrower segment-specific and considers bath
scenario- and borrower-specific information. PDs are determined at a facility-level based on risk ratings and other characteristics.

Exposure at Default ("EAD"Y The EAD model predicts gross exposure upon a borrower's default as a percentiage of the total
commitment af the reporting date under a given macroeconamic environment, The model estimates the probability of a change in
the utilisation, and direction and magnifude of the change. Input variables include exposure and utilisation at the reporting date,
facility purpose, industry and macro-economic variables {"MEVs").

Loss Given Default ("LGD"} The LGD model estimates expected losses under given macroeconomic environments on the EAD
given the event of default and, taking into account, among other attributes, the mitigating effect of collateral and the time value of
money.

The 12-month ECL is calculated by multiplying the 12-month PD, EAD and LGD. Lifetime ECL is calculated using the lifetime PD
instead.

Forward-looking information

ECL estimates are derived from the Company's histarical experience and future forecasted economic conditions. To incorporate
forward-locking information into the ECL calculation, the Company develops three forecasted economic scenarios (base, upside
and downside cases). Each of these scenarios contain a set of MEVs that reflect forward-fooking economic and financial conditions.
MEVs include, but are not limited to FX rates, inflation and GDP per country or country biock (group of countries that have simitar
econcmic circumstances). MEVs for each scenario are projected over a reasonable and supportable forecast period of two years.
After the forecast period, the losses revert to historical averages over a one-year fransition period.

On a quarterly basis, the three economic scenarios are updated and probability weighted. The Company uses judgement to develop
the scenarios and assign probability weightings. The most lkely economic scenario in management’s view is the base case which
woutld generally be expected to be weighted more heavily than the other two scenarios.

The PD, LGD and EAD models are designed to forecast the credit quality and performance of a TCP portfolio based on industry,
geography, rating and size of obligors, among other aitributes of the portfolio. PD, LGD and EAD models are calibrated based on
historical MEVs and use forecasted macreeconomic scenarios for projecting PD, LGD and EAD values.
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ECL measurement for TCP Portfolios {continued)
ECL calculation

The Company uses the forward-locking PO, LGD, and EAD values for each of the scenarios to produce the scenario credit losses
("SCLs"). The modelled ECL estimate is a probability-weighted calculation of the three SCLs discounted using the ariginal effective
interest rate or an approximation thereof.

The modelled ECL results are reviewed by management and adjustments (*management overlays”) are considered to ensure final
resulis reflect the Company’s best estimate of ECLs on its exposures. Management overlays are only applied if necessary te account
for significant idiosyncratic risks which are not yet reflected in underlying risk ratings, LGD, exposure profite or scenario weights used
and which are expected to have a high probability of occurrence, No management overlays were applied in determining the ECL of
the Company.

The final ECL estimate and assumptions require significant management judgement and certain assumptions are subjective. The
Cempany has a robust review, challenge and approval process of the ECL estimates as part of credit risk governance forums.

There have not been any significant changes in estimation techniques or assurnptions made during the reporting period.

Stage 3 portfolio estimation techniques

The Company also uses three scenarios to estimate ECL for Stage 3 loans. However, these scenarios focus on the micreeconomic
conditions applicable to a specific barrower as those considered the most relevant in predicting losses for that borrower are applied.

The barrower may be experiencing a variety of specific difficulties, and no one macroeconomic theme can be applied to the total
impaired lcan pertfolio. For stage 3 loans a discounted cash flow model is used to determine ECL.
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Quantitative and qualitative information about the change in ECL and how significantchanges in the gross carrying amount
drive changes in ECL

ECL and gross carrying amount reconciliation
The foliowing tables provide an explanation of the change in the loss allowance during the year ended 31 December 2018 by
respective product classes. The tables also set out how significant changes in the gross carrying amount of financial instruments
contributed to the changes in the loss aliowance:
1. Traditional credit products
The ECL recognised in the period is impacted by the judgements made by management as described below:

«  Determining criteria for significant increase in credit risk;

»  Choosing appropriate models and assumptions for the measurement of ECL,

«  Establishing the number and relative weightings of forward-iooking scenarios for each type of product/market and the

associated ECL; and
«  Establishing groups of similar financial assets for the purposes of measuring £ECL.

Wholesale loans

Loans and advances to customers at amortised cost

ECL Gross carrying amount
Stage 1 Stage 2 Stage 3
$000 12-Manth Lifetime Lifetime Total Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL
At 1 January 2018 409 178 - 584 1,034,534 61,825 -_ 1,086,359
New foans criginated or purchased’ 185 3,548 — 3744 268,230 180,425 o 448 855
Loans derecognised or repaid (285} (98) — {384} {558.884) (19,576} —_ (578,440}
Existing loans {including credit quality
changes) (@} (32) - (34) (127,018) {6.805) — (133.823)
Changes in macroeconomic variables
("MEV™) 76 3 — 84 — — —_— —
Total changes {16} 3,426 - 31410 (417,652} 154,044 — {263,608}
At 31 December 2018 393 3,601 == 3994 616,882 215,869 — 832,751

"New toans originated or purchased reflected as Stage 2 were acquired during the year and subsequently experienced a SICR or are committed faciliies where SICR
is measured from the commitment date.
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Traditional credit products {continued)
Wholesale loans {continued)

Loans and advances to customers at FVOCH

ECL Gross carrying amount
Stage 1 Stage 2 Stage 3
$'000 12.Month  Lifetime  Lifetime Totat Stage 1 Stage 2 Stage 3 Total
ECL EGL ECL

At 1 January 2018 533 1,224 126,835 128,492 1,057,639 168,930 333,73t 1,560,300
New loans onginated or purl:l‘ﬁ;lser,!1 BSG 538 s 1,354 567,366 72,866 — 640,232
Loans derecognised or repaid {118) {541 {126,580) {127,239) (584,157} {104,327) (33731} {1,022 215}
Existing loans {including credit quality changes) 19,379 8 — 19,387 159,138 {7.923) — 151,215
Changes in macroeconcmic variables {"MEV"} 118 60 o 178 —_— e - —
Stage transfers s —

Stage 1to stage 3 (18,310) s 16,326 (4,184) (50,835} - 50,835 _
Totai changes 925 65 {111,454)  {110,464) 91,512 [39,384) {282,856) (230,768}
Fair value adjustment — —— — o —_ —_ — 13.648
At 31 Decermnber 2018 1,668 1,289 15,181 18,028 1,149,151 129,546 50,835 1,343,178

New loans originated or purchased refiecied as Stage 2 were acquired during the year and subsegquently experienced & SICR or are commiited facilities where SICR
is measured from the commitment date

The decrease in ECL of loans and advances to customers at FVOCI is primarily driven by a decrease in stage 3 exposures
reducing lifetime ECL.
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Loan commitments and financial guarantee contracts

ECL
Stage 1 Stage 2

$000 12-Manth ECL Lifetime ECL Total
At 1 January 2018 1,408 €33 2,033
New foan commitments/ Bnancial guarantees 1,848 985 2,834
Loan comrmitments/ financial guarantees drawn {785} {293} {1.078}
Existing loan commitments/financial guarantees
{including credit quality changes} 1,363 (68} 1,285
Changes in Macroeconomic variablas ("MEV"} 187 63 250
Stage transfers:

Stage 1 to stage 2 {1.014) 1.760 746

Stage 2 to stage 1 3 (13) {10}
Totat changes 1,703 2,434 4137
At 31 December 2018 3103 3,067 6,170

The increase in ECL was driven by an increase in new stage 1 exposures and changes in existing facilities credit quality, offset by
loan commitmenis and financial guaraniee coniracts drawn during the period.

2. Non-traditional credit products

Non-TCPs include alt other instruments measured at amortised cost and subject to the impairment provisions of International Financia!
Reporting Standard 9 ("IFRS €"). The Company has recognised no ECL an non-TCP balances as the ECL related to these exposures
is assessed as immaterial.

The Company’s approach to measuring ECLs for Non-TCP portfolios depends on the type ofinstrument. Refer tothe Credit exposures
section for an analysis per balance sheet line item.
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The following tables provide an analysis of the Company's credit risk exposure from financial assets. The gross balance sheet
exposure represents the Company's maximum exposure to credit risk from these assets. Gross balance sheet exposure is reported
on a net-by-counterparty basis for derivatives and securities purchased under agreements to resell when the legal right and intention
of offset exists under an enforceable netting agreement as required under IAS 32 Financial Instruments: Presentation' ("IAS 32°).
Net exposure after risk mitigants is presented after taking into account assets which are primarily exposed to market risk, enforceable
master netting agreements (where the offsetting criteria under JAS 32 is not met) and the value of any coliateral received.

Net balance sheet exposure

Risk mitigants held with:
Master
Gross Exposires netting Cash & JEMorgan External
balance sheas captured b{ agreements secur Net credit Chase counter
As under IFRS 9: exposure " market ris and other collateral ™ exposure undertakings parties
$'000 $°000 $'oog $'000 §'000 $'000 $000
At 31 Decembar 2018
Financial assets:
Cash and balances at central banks 29,880,787 _— - — 24,880,787 — 24,880,787
Loans and advances lo banks 9,680,343 e e e §,690.343 6,490,420 3.1958,923
{pans and advances to castomers 2,153,508 - - {1,259,225) 894 583 — B934 583
Securities purchased under agreements
to reseli 155,084,582 —_ (22,035,763) (127.778,723) 5,270,088 96,932 5170.,164
Securities borrowed 45 507 924 R (16,892,067) {24.235,047} 4,579 870 140,877 4,438 B93
Financiai assets at fair value through
profit and loss 339,855 395 (98,B54,529) (202,10%,386) (24,629,365} 14,370,189 e 14,370,198
Debtors B2,800,597 o o — 82,800,547 38,672,088 44,728,509
Accrued income 716 817 —_ — — 716617 117,202 595,414
Total 665,780,157 (98,854,529} (240.829,676) (177,903,360} 148,203,192 44 820,620 103282572
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Net halance sheet exposure

held with:
Master
Gross Assets netting Cash & Netexposure JPMorgan External
balance sheet  captured by  agresments securlm after risk Chase counter
As under |IAS 38 expasure ™ market risk and other collateral™ mitigants undertakings parties
$'000 5600 $'000 000 $'008 $'000 $°000
At 31 December 2017
Financial assets:
Cash and balances at central banks 21677086 —_— — — 21,677,066 — 21,677,066
Loans and advances to banks 9,812,086 o — — #.812,066 7.071.710 2,740,356
ioans and advances to customers 2612322 —— e (982.674) 1.628,648 — 1,629,648
Securities purchased under agreements
1o resell ™ 135,385,611 —_ {11,525 344) {114,161.493) §,698.774 1,143,293 8,555,481
Securities borrowed ™ 27,072,599 s (3,100,108)  (15,B46,294) 2,128,198 251,848 1,874,351
Financial assets held for trading (e) 340,258,613 {107 BB4.885) (196,867,128} (24,340,531 17,166,058 — 17,166,058
Financiat assets designated at fair value
through profit or loss 341,602 (341,602} s — s - -
Debtors 79.646.622 — — o 749.646.622 43,282,339 36,364,283
Accrued income 652,028 — - — 652,628 107,668 544,360
Total 617,458,529 (10B.226 457) (211.492,579) (155.330,592) 142,408 461 51,856 858 90,551,603

(a) Gross exposure af $228,505 million (2017; $226,720 million) is held with other JPMorgan Chase undertakings. For further details of these
amounts by fine itern category, refer fo the notes to the financial statements.

(b) Cash and securities collateral received in respect of financial assets at fair value through profit and loss is limiled {o net balance shest
exposure, after taking into account master netting and other arrangements.

(e) The net balance sheet exposure on loans and advances to customers is presented without taking info account credit risk mitigants such as
financial guarantees, or other non-financial collateral.

(dy The fair value of the securities coliaterat in respect of securities financing transactions is, in aggregate, greater than the net amounts reparted
on balance sheet, and therefore, the related amounts included as cash and securities collateral have been limited {o the extent of the net
amount (of remaining exposure) by counterparty.

(e} Debt and equity instruments are primarily exposed to market risk and are therefore deducted to determine the net credit risk exposure.

Off balance sheet exposure consists of lending-related commitments and financial guarantees of $21,711 million (2017: $22,866
million). Refer o note 31.

The Company’s credit exposures and credit sisk mitiganis are described betow. An ECL allowance is only recognised on foans and
advances to customers held at amortised cost and FVOCI. The Company's appreach to measuring ECL for Non-TCP portfolios is
further discussed below.

Cash and balances at central banks

Cash and balances with central banks include interest-bearing deposits, and are held with investment-grade institutions.

In evaluating the lifetime ECL related to receivables from a bank, the Company determined the expected probability of default was
extremely remote, and the magnitude of lifetime ECL related to exposures would be negligible as these are reguiated investment-
grade institutions that have significant capital, loss absorbing capacity and liquidity. The majority of the deposits held are short term
in nature and can be withdrawn at short notice (typically overnight).

The Company includes cash and baiances at central banks in Stage 1 as they are short-term and investment-grade and banking
institutions are considered to have high quality credit with low risk of default and therefore the Company has concluded there is no
material SICR.
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l.oans and advances to banks

The Company places substantiaily all of its deposits with investment-grade banks. Simitar to cash and balances at central banks,
the Company includes loans and advances to banks in Stage 1 as investment-grade institutions are considered to have high quality

credit with low risk of default and therefore the Company has concluded there is no material SICR.

Loans and advances to customers

The table below presents the Company's credit exposure and contractual maturity profile te gross loans and advances to customers
bafore any provision for impairment. The credit quality and credit concentration of loans and advances to customers is managed
within JPMorgan Chase's Credit Risk Management funclion. The ratings scale is based on JPMorgan Chase's internal risk ratings,
which generally correspond {o the ratings as defined by S&P and Moady's Investors Service

Maturity profile

Loans and advances to customers at amortised cost and FVOCI IFRS 8
At 31 December 2018 2018
T w00
Maturity
5 years of more 116,125
5 years or less but cver 1 year 1,706,117
1 year or less but over 3 months 236,722
3 months or less 116,865
Total 2,175,829
Loans and advances to customers IAS 39
At 31 December 2017 2047
$'000
Maturity
5 yaars or more 61,004
5 years or less but over 1 year 1,895,490
1 year or {ess buf over 3 months 597.257
3 months or less 59,766
Totai 2,713,517
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Ratings profile

At 31 December 2018 Stages
Stage 1 Stage 2 Stage 3
12-month ECL Lifetime ECL Lifetime ECL. Tatal
Loans and advances to customers at amortised cost
$'000 $'000 $'000 $'000
invesiment grade
AAASAaa to BBB-Baal 45,479 43,439 - 68,918
Non-investment grade —
BB+/Ba1 -> B-/B3 571,045 172,430 —_ 743,475
CCC+iCaat and below 358 - e 358
Gross carrying amount 616,882 215,869 _ B32,751
Loans and advances to customers at FVOC!
$'060 $'000 $'000 $000
Investment grade
AAAAza to BBB-Baal 547,975 92,081 — 640.056
Non-investment grade
Bg+/Bat -> B-/B3 584,541 30,313 e 614,854
CCC+/Caal and below 16,636 7,151 50,835 74,622
Gross carrying amount 1,149,152 128,545 50,835 1,328,532
Fair value adjustment 13,646
Total 1,149,152 129,545 50,835 1,343,178
Total 1,766,034 345,414 50,835 2,175,929
Loans and advances to customers
At 31 December 2017 2017
$'000
Investment grade (AAA/Aaa to BBB-/Baa3d) 955,165
Sub-investment grade (BB+/Bat & below) 1,758,352
Totat 2,713,517
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Leans and advances to customers (continued}

Ratings profile (continued)

Analysis of concentration credit risk

Concentrations of credit risk arise when a number of customers are engaged in simifar business activities or activities in the same

geographic region, or when they have similar econamic features that would cause their ability to meet contractual obligations to be
similarly affected by changes in economic conditions.

[.oans and advances to customers at amortised cost and FVOCI IFRS 9
At 31 December 2018 2018
$'000

Credit risk concentration
Geographic region

United Kingdom 154,710
Othar European 1,419,564
Rest of the world 601,665
Total 2,175,829

industry concentration

Commercial and industrial 1,157,188
Real estate 352,552
Financial institutions 394 455
Other 271,733
Total 2,175,929
Loans and advances to customers IAS 39
At 31 December 2017 2017
$'000

Credit risk concentration
Geographic region

United Kingdom 152,758
Other Etropean 1,883,726
Rest of the world 677,033
Total 2,713,517

Industry concentration

Commercial and industria! 1,416,130
Real estate 511,834
Financial institutions 522,853
Other 262,894
Total 2,713,517
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Securities purchased under agreements to resell and securities borrowed

The Company generally bears credit risk related to resale agreements and securities borrowed where cash advanced to the
counterparty exceeds the expected value of the collateral received on default. The Company’s credit exposure an these transactions
is significantly lower than the amounts recorded on balance sheet as the substantial majority represent contractual value before
consideration of any coliateral received.

Where a fully collateralised arrangement exists {for example a reverse repurchase agreement), the estimate of the allowance is
immateriai due to the following credit mitigants:

Continuous margining requirements: The contractual terms of these agreements are designed to ensure that they are fully
collateralised based on continuous margining requirements, even when the credit risk of the borrower increases significantly. The
coniractual terms provide the Company (as lender) with the legal right to receive additional margin from the borrower each day a
margin deficit exists. The contractual terms also allow the Company to increase margin requirements, and to reveke or reduce lending
commitments to the borrower at any time.

Inter-company arrangements may be repayable on demand: The vast majority of the Company’s collateralised inter-company lending
arrangements are executed under master contracts that provide additional protections for the Firm, such as stipulating that extensions
of credit are repayable on demand.

High quality collaterai If, in the extremely rare circumstance that the borrower were {0 default, because the collateral is generally of
high quality (G5 government gbiigations) or is otherwise considered highly liquid, the Company has the legal right and operational
ability, as well as the intent, to immediately seize the collateral and liquidate it in a timely and price-efficient manner to minimize any
loss.

The maiority of securities purchased under agreements to resell are held at fair value. The fair value of the security collateral in
respect of securities financing transactions is, in aggregate, greater than the net amounts reported on balance sheet.

Securities financing arrangements tend to be short-term in nature with no history of credit losses. These arrangements are included
in Stage 1 as the Company has determined there is no SICR during the short tenor of the instrument as at 31 December 2018.The
Company recognises no ECL on these balances as the ECL related to these exposures is assessed as immaterial.

Debtors

Debtors consist of trade and other debtors. Trade debtors mainly consist of fee receivables and unsettled trades. Unsettled trades
constitute receivables related to sales of securities which have not yet settled. These receivables generally have minimal credit risk
due to the fow probability of a clearing organisation default and failure {o deliver, and the short-lerm nature of receivables related to
securities settiements which are predominately on a delivery versus payment basis. The Company recognises no ECL on these
balances as the ECL related to these exposures is assessed as immaterial.

Fee receivables

Fee receivables arise out of revenue from contracts with customers, such as 2 management fee or distribution revenue. Staging
and write off policies depend on the nature of the asset. Fee receivables for instifutional clients are included in Stage 1 if they are
less than 90 days past due ("dpd"), and instruments less than 180 dpd are included in Stage 2. A fee receivable from an institutional
client is deemed to be credit-impaired and 100% reserved when itis 180 dpd or more. The Company has not had significant losses
on its fee receivable portfolios and based on the immateriality of these losses, the provision matrix and staging approach described
is applied. The Company continues ta monitor the fee receivable population te ensure the described framework is appropriate and
ECLs on this portfolio are adequately reflected.

The accounting policy for other assets requires they be written-off when the asset is (i) deemed to be uncollectible or {ii) past due
for more than 80 days, whichever occurs first. The Company believes that the 90 day write-off policy materially fimits the non-TCP
exposure recorded on the balance sheet.

The Company relies on the staging backstops in IFRS 8 and presumes that other assets that are 30 dpd have experienced a SICR

and are included in Stage 2. Other assels that are greater than 90 days past due are deemed to be credit-impaired and are includad
i Stage 3. Other assets that are current or less than 30 dpd are included in Stage 1.
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Other Debtors

Other debtors primarily comprise receivabies related to cash collateral paid to counterparties in respect of derivative financial
instruments. Margin posted in cash is reflectad as a receivable from the counterparty and is carried at amortised cost. Furthermore,
the Company provides clearing services to its clients wherein it facilitates the execution and settlement of derivative transactions by
intermediating between a Centrat Clearing Party ("CCP") and a client, the associated cash coliateralis recognised at amortised cost.
in evaluating the lifetime ECL related to receivables from a CCP, the Company determined the expected probability of CCP default
was extremely remote, and the magnitude of lifetime expected credit losses related to CCP exposures would be negligible due to
the robust multi-fayered credit protection inherent in the design and operations of the CCP clearing model. The Firm includes these
receivables in Stage 1 due to the robust multi-layered credit protection inherent in the design and operations of the CCP clearing
mudel.

Farinter-company fransactions where the borrower is a Material Legal Entity ("MLE"), the Company’s anticipated ECLwas determined
to not be material and no loss was recognised, for the following reasons:

+  The MLE borrower has been prepositioned with funding in an extremely efficient manner from both a liquidity and a capital
perspective.

= JPMorgan Chase Bank, N.A. ("JPMCB") and the JP Morgan Chase's Intermediate Holding Company ("IHC") are obligated
te provide financial support to their direct and indirect subsidiaries in connection with the Support Agreement that is put in
place as partof the Firm's resolution planning process, which effectively functions as a guarantee/backstop for inter-company
lending arrangements with an MLE borrower.

As MLEs are adequately capitalised fo ensure the MLE can fulfil ali of its debt obligations even in the event of an arderly liquidation
of JPMorgan Chase and are of investment grade, these inter-company receivables are included in Stage 1 as they are held with
MLEs and considered to not have an increase in credit risk that would result in material expected credit losses. Receivables from
MLE's are only included in Stage 2 if the obligor is no longer considered an MLE and there is evidence of credit deterioration of the
obligor, or if certain suppert triggers defined in the JPMorgan Chase’s Resolution Pian occur. Receivables from MLE's are not credit-
impaired as the Firm ensures MLE's are mare than adequately capitalised as required by the Firms Rescolution Plan.

The Company's anticipated ECL for other receivables from non MLEs was determined to not be material and no loss was recognised.
Accrued income

Acerued income primarily represents accrued interest on securities purchased under resale agreements and loans and other accruals.
The majority of accrued income owed by other JPMorgan Chase undertakings are MLE's, refer o assessment as included within
debtors above.
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The foliowing table summarises the contractual amounts and loss aliowance recognised on off-balance sheet lending-related
commitments and standby letters of credit,

At 31 December 2018 Stages
Stage 1 Stage 2
12-month ECL Lifetime ECL Total

At Amortised cost
Rating profile $000 5'000 $'000
Investiment-grade

AAAJAaa to BBB-Baal 13,104,239 3,073,306 16,177,545
Non-investment-grade

BB+/Ba1 -> B-/B3 3,635,367 161,710 3.797.077

CCC+/Caat and below 61.284 789,633 140,817
Contractual amount 16,800,850 3,314,649 20,115,539

Impact of collateral/credit enhancements on ECL

If a non-derivative credit enhancement is deemed to be part of the same unit of account as the related loan, poot of loans or foan
commitment, and the Company has not elected the fair value option for the related instruments, the expected credit loss under IFRS
9 may be reduced for losses expected to be recovered from the enhancement provider, as long as there is evidence that the third
party providing the credit enhancement has the ability and willingness o reimburse the Company for the losses. If a non-derivative
credit enhancement is not deemed to be part of the same unit of account as the loan, poo! of loans or foan commitment, the credit
ennancement must be accounted for separately and must not be used to reduce expecied credit losses. The Company may hold a
security interest in various types of collateral including cash, securities, receivables, inventory, equipment, real estate or other non-
financial assets.

Loan modifications

Gains and losses on financial assets and ioan commitments that were modified while they had a loss allowance measured at an
amount equal to lifetime ECL were immaterial for the year ended 31 December 2018,

Country risk

The Firrn has a country risk management framework for monitoring and assessing how financial, econcmic, political or other significant
developments advarsely affect the value of the Firm's exposures refated to a particular country or set of countries. The Country Risk
Management group actively monitors the various portfolios which may be impacted by these developments to ensure the Firm's and
Company's exposures are diversified and that exposure levels are appropriate given the Firm and Company's strategy and risk
tolerance relative to a country.

Risk organisation and managemernt

Country Risk Managementis an independent risk management function thaf assesses, manages and monitors country risk originated
across the Firm. The Firmwide Risk Executive for Country Risk reporis to the Firmvs CRO. The Firm’s country risk management
functicn includes the following activities:

«  Establishing policies, procedures and standards consistent with a comprehensive country risk framework

«  Assigning sovereign ratings and assessing country risks and establishing risk tolerance relative to a couniry
»  Measuring and monitoring country risk exposure and stress across the Firm

+  Managing and appraving country iimits and reperting trends and limit breaches to senior management

+  Developing surveillance tools, such as signalling models and ratings indicators for early identification of potential country risk
COoncerns

«  Providing country risk scenario analysis
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Risk sources and measurement

The Firm and Company are exposed to country risk through their lending and depaosits, investing, and market-making activities,
whether cross-border or locally funded. Country exposure includes activity with both government and private-sector entities in a
ceuntry. Under the Firm's internal country risk management approach, country exposure is reported based on the country where the
majority of the assets of the obligor, counterparty, issuer or guarantor are located or where the majority of its revenue is derived,
which may be different than the domicite (legal residence) or country of incorporation of the obligor, counterparty, issuer or guarantor.
Country exposures are generally measured by considering the Firm's and Company's risk to an immediate default of the counterparty
or obligor, with zero recovery. Assumptions are sometimes required in determining the measurement and allocation of country
exposure, particulasly in the case of certain non-linear or index exposures. The use of different measurement approaches or
assumptions could affect the amount of reported country exposure,

Under the Firm's infernal country risk measurement framewaork used by the Company:

» Lending exposures are measured at the total committed amount {funded and unfunded), net of the allowance for credit
losses and cash and marketabie securities collateral received

= Deposits are measured as the cash balances placed with central and commercial banks
«  Securities financing exposures are measured at their receivable balance, net of collateral received
«  Debt and equity securities are rmeasured at the fair value of all positions, including both long and short positions

- Counterparty exposure on derivative receivables is measured at the derivative's fair value, net of the fair value of the related
collateral. Counterparty exposure on derivatives can change significantly because of market mavernents

«  Credit derivatives protection purchased and sold is reported based on the underlying reference entity and is measured at the
notional amount of protection purchased or sofd, net of the fair value of the recognised derivative receivable or payable.
Credit derivatives protection purchased and sold in the Firm's market making activities is measured on a net basis, as such
activities often result in selling and purchasing protection related to the same underlying reference entity; this reflects the
manner in which the Firm manages these exposures

Some activities may create contingent or indirect exposura related to a country (for example, providing clearing services or secondary
exposure to collateral on securities financing receivables). These exposures are managed in the normal course of business through
the Firm's and Company's credit, market, and operational risk governance, rather than through Country Risk Management.

Risk stress testing

Stress testing is an important companent of the Firm's country risk management framework, which aims to estimate and limit losses
arising from a country crisis by measuring the impact of adverse asset price movements to a country based on rmarket shocks
combined with counterparty specific assumptions. Country Risk Management periodically designs and runs tailored stress scenarios
to test vulnerabilities to individual countries, or group of countres, in response to specific or potential market events, sector
perfarmance concerns and geopolitical risks.

Risk reporting

The Company's top five country exposures as of 31 Decemnber 2018 are the United Kingdom $6.5bn, France $3.5bn, Germany
$3.4bn, Spain $2.7bn and Luxembourg $2.3bn. The selection of countries represent the Company’s largest total exposures by
country, based on the Firm’s internal country risk management approach, and does not represent the Firm's view of any actual or
potentiaily adverse credit conditions. Country exposures may fluctuate from period to period due to client activity and market flows.

Liquidity risk (audited)

Liguidity risk is the risk that the Company wilt be unable to meet its contractual and contingent financial cbligations as they arise or
that it does not have the appropriate amount, compaosition and tenor of funding and liquidity to support its assets and liabilities.

Liquidity risk oversight

The Firm has a liquidity risk oversight function whose primary objective is to provide assessment, measurement, monitoring, and
control of liquidity risk across the Firm. Liguidity risk oversight is managed through a dedicated Firmwide Liquidity Risk Oversight
group. The Chief investment Office ("CIO"), Treasury, and Corporate Chief Risk Qfficer ("CTC CRO"), who reports to the Firm's CRO,
as part of the independent risk management function, is responsibte for Firmwide Liquidity Risk Qversight. Liquidity Risk Oversight's
responsibilities include:

«  Establishing and monitoring fimits, indicators, and thresholds, including fiquidity risk appetite tolerances;

+  Monitoring internal Firmwide and material legal entity stress tests, and monitoring and reporting requlatory defined liquidity
stress testing;
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Liquidity risk oversight (continued)

= Approving or escalating for review liquidity stress assumptions;

+  Monitoring liquidity positions, balance sheet variances and funding activities; and
+  Conducting ad hoe analysis to identify potential emerging liguidity risks; and

+  Performing independent review of liquidity risk management processes.

Liquidity management
Treasury and C10 are responsible for liquidity management. The primary objectives of effective liguidity management are to;

«  Ensure that the Firm's core businesses and material legal entities are able to operate in support of client needs and meet
contractual and contingent financial ebligations through normal economic cycles as well as during stress events, and

«  Manage an optimal funding mix, and availability of liquidity sources.

As partofthe Firm's averall liquidity management strategy, the Firm manages liquidity and funding using a centralised, global approach
in order to:

«  Optimise liquidity sources and uses;

»  Monitor exposures;

+  ldentify constraints on the transfer of liquidity between the Firm’s legat entities; and

«  Maintain the appropriate amount of surplus liquidity at a Firmwide and legal entity level, where relevant.

in the context of the Firm's liquidity management, the Treasury and CIO is responsible for:

«  Analysing and understanding the liquidity characteristics of the assets and liabilities of the Fimm, lines of business and tegal
entities, taking into account legal, regulatory, and operational restrictions;

«  Developing internal Bquidity stress testing assumptions;

»  Defining and monitoring Firmwide and legal entity-specific liquidity strategies, policies, guidelines, reporting and contingency
funding plans;

«  Managing liquidity within approved liguidity risk appetite folerances and limits;

«  Managing compliance with regulatory requirements related to funding and liquidity risk; and

»  Setling transfer pricing in accordance with underlying liquidity characteristics of balance sheet assets and liabilities as well as
certain off-balance sheet items.

The Cempany is regulated by the PRA and is expected to compiy with the liquidity coverage ratio ("LCR"} guidance set out in the
Delegated Act {Commission defegated reguiation (EU) 2015/61). The LCR is intended to measure the amount of "high quality liquid
assets ("HQLA") held by the Company in refation to estimated net liquidity outflows within a 30 calendar day stress period. At 31
December 2018, the Company was compliant with the LCR requirement.

The Basel Committes final standard for net stable funding ratio ("Basel NSFR") is intended to measure the "available” and "required”
amounts of stable funding over a one-year horizon. The European Commission introduced its legislative proposal for the NSFR ("EU
NSFR"), amending Regulation {EU) No 575/2013. The Company is expected fo comply with the EU NSFR at a level of 100% two
years afier the date of entry into force of the new regulation.

Risk governance and measurement

Committees responsible for liquidity governance include the Firmwide Asset and Liability Committee ("ALCQO"), as weil as line of
business and regionat ALCOs, Treasury and Corporate ("CTC") Risk Committes; and the DRPC and the ERC.
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Internal stress testing

Liquidily stress tests are intended to ensure that the Company has sufficient liquidity under a variety of adverse scenarios, including
scenarios analysed as part of the Firm's resolution and recovery planning. Stress scenarios are produced for the Company on a
regular basis and ad hoc stress tests are performed, as needed, in response to specific market events or concerns. Liquidity stress
tests assume all of the Company's contractual financial obligations are met and take into consideration:

+  Varying levels of access to unsecured and secured funding markets;
+  Estimated non-contractual and contingent cash outflows; and

+  Potential impediments to the availability and transferability of liquidity between jurisdictions and material lega! entities such as
regulatory, legal or other restrictions.

Liquidity outflow assumptions are modeiled across a range of time horizons and currency dimensions and contemplate both market
and idiosyncratic stress

Resulis of stress tests are considered in the formulation of the Company's funding plan and assessrment of its liquidity position.

Liquidity risk stress testing is established at the Firm and material iegal entity leve!. The Company's liquidity stress testing is
incarporated within the JPMorgan Chase legal entity iquidity risk framework and follows Firmwide liquidity assumptions, with additional
considerations for intercompany poesitions and the definiticn of local liquid asset buffer,

Contingency funding plan

The Firm's contingency funding plan ("CFP") is approved by the Firmwide ALCO and the DRPC. The Company's addendum to the
CFP is approved by the Company's DRPC and the Board of directors. The CFP and the addendum is a compitation of procedures
and action pans for managing liquidity through stress events. The CFP and the addendum incorporate the limits and indicators set
by the Liguidity Risk Oversight group. These limits and indicators are reviewed regularly to identify the emergence of risks or
vulnerabilities in the Cempany’s liquidity position. The CFP identifies the alternative contingent funding and liquidity resources
available to the Company in a period of stress.

Funding
The Company's sources of short-term secured funding primarily consist of securitias loaned or sold under agreements to repurchase.
Securities loaned or sold under agreements to repurchase are secured predominantly by high-guality securities collateral, including

government-issued debt, agency debt and agency morigage-hacked securities ("MBS). The directors believe that the Company's
unsecured and secured funding capacity is sufficient to meet its on and off-Dalance sheet obligations.
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Funding (continued)}

The table below presents the maturity details of all financial liabilities. Securities sold under agreements to repurchase, securities
loaned, financial liabilities at fair value through profit and loss, and labilities designated at fair value through profit and loss have
been disclosed at their fair values, consistent with how these financial Eabilities are managed. Amounts greater than one year
represent undiscounted cash flows. Due to the nature and contractual maturity of all other financial fiabitities they are presented at
the earrying amount, which is not materially different o the undiscounted cash flow.

Less than  More than Lessthan  More than

1 year 1 year Total 1 year 1 year Total

2018 2018 2018 2017 27 2017

$'000 $'000 $'000 $'000 $'000 $'000

Securities sold under agreements to repurchase 87,280,799 4,670,738 91,851,537 74,937,158 - 74937158

Securities loaned 20,646,594 — 20,646,594 12,550,040 - 12,550,040

Financial fabilittes at fair value through profit and 312,225 100 — 312.225 100 . - _
1685 erss e resd

Financial abilities held for trading s ag e — — 308,288,068 — 308,288,068

Financia abilifies designated at fair vafue through 795709 440767 1,236,476 222283 1242964 1465247

‘F;rade creditors 55,301,485 — 55,301,485 30,479,035 - 30,479,035

Amounts owed {o JPMorgan Chase undertakings 41,442,931 60,860,000 102,302,931 83,225.471 41,105,000 124,330,471

Other liabilities 25,668,487 — 25668487 25,271,893 — 25,271,893

Subordinated liabilities 493,967 16445700 16,839,667 e — —

543,855,072 82417205 626,272,277 534973948 42347864 577321912

The majority of short term funding transactions by way of repurchase agreements and stock lending have short-dated maturities,
typically less than one month. Trade creditors predominantly includes unsettled trades and other liabilities includes cash collaterat
received. Both have short-dated maturities. Financial liabilities designated at fair value through profit or loss represent a long term
margin loan. Financiat liabilities at fair value through profit and loss include derivatives and short positions and are ordinarily classified
as liabilities falling due within one year for the purpose of disclosure under IFRS 7 ‘Financial Instrumenis: Disclosures’.

Credit ratings

The Company is rated on a standalone non-guaranteed basis. Indepandent credit ratings agencies Moody's Investors Service, S&P
and Fitch Ratings have rated the Comparny as 'As3/P-1', 'A+/A-1' and "AA/F 1+' respectively, On October 25, 2018, Moody's upgraded
the Company's long-term issuer rating to Aa3 (previously A1). On June 21, 2018, Fitch upgraded the Company's long-termn issuer

ratings to AA (previously AA-).

Market risk (audited)

Market risk is the risk associated with the effect of changes in market factors such as interest and foreign exchange rates, equity
and commodity prices, credit spreads or implied volatilities, on the value of assets and liabilities held for both the short and long

ferm.

The following sections detail the market risk managernent framewaork at beth the Firmwide and Company levels.

Market Risk Management monitors market risks throughout the Firm and defines market risk policies and procedures. The Market
Risk Management function reparts to the Firm's CRO, and seeks to manage risk, facilitate efficient risk/return decisions, reduce
volatility in operating performance and provide transparency into the Firm's market risk profile.

The Firmwide Risk Executive (“FRE") Market Risk and Line of Business Chief Risk Officers ("LOB CROs") are responsible for
establishing an effective market risk organisation that measures, monitors and controls market risk.
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Risk Governance & Policy Framework

The Company’s approach to market risk governance rmirrors the Firmwide approach and is outlined in the Company’s Market Risk
Policy. The Company’'s Market Risk Policy outlines the following:

+  Responsibiliies of the CRO and Market Risk Officer (‘MRQO")
+  Market Risk measures utilised such as VaR, Stress and non-statistical measures
»  Cantrels such as the Company's market risk limit framework (limit levels, limit signatories, limit reviews and escalation)

The Company's Board of directors approves substantive changes to the policy and approves this policy annually. The Company’s
DRPC will review this pclicy annually and make recommendation tc Company's Board of directors for policy approval.

Risk Measurerment

There is no single measure to capture market risk and therefore the Firrn and Company use various metrics both statistical and non-
statistical to assess risk. As the appropriate set of risk measures utilised for a given business activity depends on business mandate,
risk horizon, materiality, market volatility and other factors, not all measures are used in ali cases.

Value-at-Risk ("VaR"}

The Firm utilises VaR, z statistical risk measure, to estimate the potential loss from adverse market moves in the current market
enviranment. The Firm has & single VaR framework used as a basis for calculating Risk Management VaR and Regulatory VaR.

The framework is employed across the Firm using historical simulation based on data for the previous 12 months. Risk Management
VaR is calculated assuming a one-day holding period and an expected tail-loss methodology which approximates a 85% confidence
tevel. These VaR results are reported to senicr management, the Firm's Board of directors and regulators.

Separately, Regulatory VaR, alsc applied across the Firm, assumes a ten business-day holding period and an expected {ail loss
methodology which approximates a 98% confidence fevel Regulatory VaR is applied to *covered” positions as defined by Basel HI,
which may be different than the positions included in the Firm's Risk Management VaR.

The Comparny applies the Firmwide approach for Risk Management VaR as described above, forinternal risk management purposes.
The Company also utilises Regulatory VaR, as described above, for the calculation of model based regulatory capital under Internal
Models Approach (“IMA”") for a subset of the trading book population in Global Credit Trading and Glabal Equities.

The table below shows the result of the Company's Risk Management VaR:

2018 2017 At 31 December
Avg. Min Max Avg. Min Max
$'000 $'000 £'000 $'o000 $'000 $'000 $'000 $'000
95 % VaR 17,112 11,723 32,640 17,033 10,627 43,406 31,998 17,876

(a) Maximum VaR ($32.6 million) for 2018 was driven by a combination of positional changes and higher observed market volatility. Positional
changes were primarily driven by positions in Global Rates and Global Equities.

() Maximum VaR {$48.4 mitlion) for 2017 was driven by a failed risk transfer process within {he Globat Commodities business which was
resolved the next day. There was no breach at Firmwide leve] due to offsetting exposure within another JPMorgan Chase undertaking.

The Company's market risk profile is long risk across credit, commeodities, focal currency/short U.S. dollar foreign exchange markets,
equity and short rates exposure. Long credit positions drive the Company’s market risk exposure and these are generally held in
cash securities across developed, emerging and securitised products markets. Of the standard stress scenarios that the Company
is subject to, the worst case stress loss during 2018 was primarily driven by the Credit Crisis scenario.
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Stress testing

Along with VaR, stress testing is an important teo! in measuring and controlling risk. The Firmwide Stress Infrastructure ("FSI™) is
intended to capture the Firm's (including the Company's) exposure to unlikely but plausible events in abnormal markets. The Firm
and the Company run weekly stress tests on market-related risks across the lines of business using multiple scenarios that assume
significant changes in risk factors such as credit spreads, equity prices, interest rates, currency rates or commadity prices.

The Firm and the Company use a number of standard scenarios that capture different risk factors across asset classes including
geographical factors, specific idiosyncratic factors and extreme tail events. The stress testing framework calculates multiple
magnitudes of potential stress for both market rzllies and market sell-offs for each risk factor and combines them in multiple ways
to capture different market scenarios. The {flexibility of the siress testing framework allows risk managers to construct new, specific
scenarios that can be used to form decisions about future possible stress events.

Stress testing complements VaR by allowing risk managers 1o shock current market prices to more exfrema levels relative to those
historically realised, and to stress test the relationships between market prices under extreme scenarios. Stress-test resulis, trends
and qualitative explanations based on current market risk positions are reported to the respective LOB, Firm and Company senior
management as appropriate, to aliow them to better understand the sensitivity of positions to ceriain defined events and to enable
them to manage their risks with more transparency.

Stress scenarios are defined and reviewed by Market Risk, and significant changes are reviewed by the relevant LOB Risk Committees
and may be redefined on a pericdic basis {o reflect current market conditions.

Other Non-stalistical risk measures

Aside from VaR and stress testing, other specific risk measures, such as, but not limited 1o, credit spread sensitivities, net open
positions, basis point vatuas, option sensitivities, are also utilised within specific market context and aggregated across businesses.

The Company utilises non-statistical risk measures to measure and monitor risk e.g. FX Delta, IR BPV, etc.
Risk Monitaring and Controf
Limits

Market risk limits are employed as the primary control to align the Firny's market risk with certain quantitative parameters within the
Firm's Risk Appetite framework.

Senior management, including the Firm's CEG, CRO and Market Risk Management are responsible for reviewing and approving
limits an an ongoing basis. Limits that have not been reviewed within a specified time period by Market Risk Management are
escalated ta senior management.

Limit breaches are required to be reported in a timely manner to limit signatories. Market Risk Management and senior management
as apprepriate determine the course of action required to return to compliance, such as a reduction in risk or the granting a temporary
increase in limits. Aged or significant breaches are escalated o senior management, the LOB Risk Committee, and/or the Firmwide
Risk Committee.

Additional controls beyond market risk limits - including but not limited to Authorised instruments, Pre-Trade Governance and E-
Trading Contro! - are also employed a5 a maans to controf market risk.

The Company’s limits include VaR and Stress limits established for the legal entity, in aggregate, and for individual businesses/sub-
businesses operating out of the legal entity:

+  The Company’s Board of directors is the imit signatory of legal entity level limits and delegates its approval authority to the
Company's CRO, CEC and MRO

»  Appropriate Business/Sub-Business area representatives and Market Risk representatives are signatories to business /sub-
business area specific limits

Market Risk reviews all of the Company's market risk limits at least semi-annually. Limit reviews appropriately consider the underlying
trading, investing and hedging strategies of the business, along with the limit utilisation.

Market Risk limits are set in accordance fo the Company's Risk Appetite Framework. The Company's Risk Appetite Framework

leverages the Firm's Risk Appetite Framework, with differences in quantitative parameters and factors and/or governance structure
defined in the Company’s Risk Appetite Framework.
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Risk Reporting

The Company has its own set of regular markeat risk reports and where applicable, comprises of granular market risk metrics which
provide transparency into potential risk concentrations. Limit utilisations and notifications of market risk limit breaches are decumented
and sent to appropriate limit signatories daily. Aged and significant limit breaches are escalated to the ERC.

Non-U.S. dollar foreign exchange {“FX") risk

Non-U.5. dollar FX risk is the risk that changes in foreign exchange rates affect the vaiue of the Company’s assets or liabilities or
future resuits.

The Company's functionat and presentation currency is LS. dollar.

The Company does not have material risks associated with foreign investments in subsidiaries. The Company does have mismatches
between the currency in which Risk Weighted Assets ("RWAs") are denominated and the Runctional currency {U.S. dollar). This
means that changes in FX rates can impact the capital ratios of the Company. The Non-U.S. dollar FX risk is managed through the
stress testing program which is an important compenent in managing structural FX risk, testing the Company and Firm's financial
resiiience in a range of severe economic and market conditions.

Structural interest rate risk

Structural inferest Rate Risk is the Interest Rate Risk in the Banking Book ("TRRBB™) and is defined as Interest Rate Risk ("IRR")
resuiting from the Company's traditionat banking activities {accrual accounied on and off balance sheet positions) which includes
extensicn of loans and credit {acilities, taking deposits and issuing debt (collectively referred fo as 'non-trading’ activities) and also
the impact from Treasury and Chief investment Office ("T/CIO") investment portfolio and other related T/CIO activities. IRR from
non-trading activities can occur due to a variety of factors, including but not fimited to:

+ Difierence in the timing among the maturity or re-pricing of assets, liabilities and off-balance sheet instruments,

«  Differences in the balances of assets, liabilities and off-balance sheet instruments that re-price at the same time;

+  Differences in the amounts by which shori-term and long-term market interest rates change; and

+ Impact of changes in the maturity of various assets, liabilities or off-balance sheet instruments as inlerest rates change.

Qversight and governance

Governance for Firmwide IRR is defined in the IRR Management Policy which is approved by DRPC. The CIO, Treasury and Qther
Corporate Risk Committee ("CTC RC") is the governing cammitiee with respect to IRRBB.

+  Reviews the IRR Management policy;

+  Reviews the IRR profile of the Firm and compliance with IRR limits;

«  Provides Governance on legal entity related exposures; and

+  Reviews significant changes to [RR models and/or model assumptions including the changes related to |IRR management.

IRR exposures, significant models and/or assumptions inchuding the changes are reviewed by ALCO, The ALCO provides a framework
for overseeing the IRR of LOBs, foreign jurisdictions and key legal entities to appropriate LOB ALCOs, Country ALCOs and other
local governance bodies.

F-36



J.P. MORGAN SECURITIES PLC
Strategic report {continued)

Risk management (continued)
Structural interest rate risk (continued)
Qversight and governance (continued)

In addition, oversight of structural interest rate risk is managed through IRR Management, a dedicated risk function reporting to the
CTC CRO.

IRR Management is responsible for, but not limited to:

+  Measuring and monitoring IRR and establishing limits; and
»  Creating and maintaining governance over |RR assumption.

The Firmwide risk framework applies to the Company as described above.
Risk ldentification and Measurement

T/CIO manages IRRBB exposure on behalf of the Firm by identifying, measuring, modelling and monitoring IRR across the Firm's
balance sheet. T/CIO identifies and undersiands material balance sheet impacts of new initiatives and products and executes market
transactions to manage IRR through T/CIO investment portfolio’s positions. Execution by T/CHO will be based on parameters
established by senior management, per the T/CIO Investment Policy. LOBs are responsible for developing and monitoring the
appropriateness of LOB specific IRR modelling assumptions.

Measures to manage IRR include:

«  Eamings-at-risk {("EAR"): Primary metric used to gauge the Firm’s shorter term IRR exposure is EAR, or the sensitivity of pre-
tax income to changes in interest rates over a rolliing 12 months compared to a base scenario; and

»  Economic Value Sensitivity ("EVS"): An additional Firmwide metric utilised to determine changes in assetfiiability values due fo
changes in interest rates.

Operational risk

Operational risk is the risk associated with inadequate or failed internal processes, people and systems, or from external events;
cperationat risk includes cybersecurity risk, business and technology resiliency risk, payment fraud risk, and third-party outsourcing
risk.

Operaticnal risk is inherent in the Company’s activities and can manifest itself in various ways, including fraudulent acts, business
interruptions, cybersecurity attacks, inappropriate employee behaviour, failure to comply with applicable laws and regulations or
failure of vendors to perform in accordance with their agreements. These events could rasultin financiatlosses, litigation and regulatory
fines, as well as other damages to the Company and the Firm. The goal is to keep operational risk at appropriate levels in light of
the Company's financial position, the characteristics of its businesses, and the markets and regulatory environmenis in which it
operates.

Risk management

To monitor and contrel operational risk, the Firm has an Operational Risk Management Framework ("ORMF") which is designed to
enable the Firm to maintain a sound and weli-controlled operational environment. The ORMF has four main components: Governance,
Operational Risk Identification and Assessment, Operational Risk Measurement, and Operational Risk Monitoring and Reporting.
The Company’s approach mirrors the Firmwide approach.

Operational risk can manifast itself in various ways. Operational risk subcategories such as Comgpliance risk, Conduct risk, Legal
risk and Model risk, as well as other operaticnal risks, can lead to losses which are captured through the Firm's operationat risk
measurement processes. More information on these risk subcategories can be found in the respective risk management sections.
Details on cybersecurity risk, business and technology resiliency risk, together with third-party cutsourcing risk, are provided below.
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Cybersecurity risk

Cybersecurity risk is an important, contingous and evolving focus for the Firm. The Firm devotes significant resources to protecting
and continuing to improve the security of the Firm's computer systems, software, networks and other technoiogy assets. The Firm's
security efforts are designed to protect against, among other things, cybersecurity attacks by unauthorised paries attempting to
obtain access to confidential information, destroy data, disrupt or degrade service, sabotage systems or cause cther damage. The
Firm continues to make significant investrments in enhancing its cyber-defence capabilities and {o strengthen its partnerships with
the appropriate government and law enforcement agencies and other businesses in order to understand the full spectrum of
cybersecurity risks in the operating environment, enhance defences and improve resiliency against cybersecurity threats. The Firm
actively participates in discussions of cybersecurity risks with law enforcement, government officials, peer and industry groups, and
has significantly increased efforts to educate emplayees and certain clients on the topic

Third parties with which the Firm does business or that facilitate the Firm’s business activities (e.g., vendors, exchanges, clearing
houses, central depositories, and financial intermediaries) could also be sources of cybersecurity risk to the Firm. Third parly
cybersecurity incidents such as system breakdowns or failures, misconduct by the employees of such parties, or cyber-attacks could
affect their ability to deliver a product or service to the Firm or result in lost or compromised information of the Firm or is clients.
Clients can also be sources of cybersecurity risk {o the Firm, particularly when their activities and systems are beyond the Firm’'s
own security and control systems. As a result, the Firm engages in regular and ongoing discussions with certain vendors and clients
regarding cybersecurity risks and opportunities to improve security. However, where cybarsecurity incidents are due ta client failure
to maintain the security of their own systems and processes, clients will generally be responsible for losses incurred.

To protect the confidentiality, integrity and availability of the Firm's infrastructure, resources and information, the Firm maintains a
cybersecurity programme to prevent, detect, and respond to cyber-attacks. The Globa! Chief information Officer, Chief Technology
Controi Officer, and Chief Information Security Officer ("CISO") update the Audit Committee of the Board of directors at least annually
on the Firm's Information Security Programme, recommended changes, cybersecurity policies and practices, ongoing efforts to
improve security, as well as its efforts regarding significant cybersecurity events. In addition, the Firm has a detailed cybersecurity
incidentresponse plan {"IRP") designed to enable the Firm to respond to attempted cybersecurity incidents, coordinate such responses
with faw enforcement and other government agencies, and notify clients and customers. Among other key focus areas, the IRP is
designed to mitigate the risk of insider trading connected to a cybersecurity incident, and includes various escalation paints in this
regard including Compliance and the Legal Deparment.

The Cybersecurity and Technology Contro! functions are responsible for governance and oversight of the Firm's Information Security
Programme. in parinership with the Firm's lines of business, the Cybersecurity and Technology Control organisation identifies
inforration security risk issues and champions programmes for the technological protection of the Firm's information resources
including applications, infrastructure as well as confidential and personal information related fo the Firm's customers. The
Cybersecurity and Technelogy Control organisation comprises Governance and Control, Assessments, Assurance and Training,
Cybersecurity Operations, business aligned control officers, Identity and Access Management, and resiliency functions that execute
the Information Security Programme.

The Global Cybersecurity and Technology Control governance structure is designed to identify, escalate, and mitigate information
security risks. This structure uses key governance forums to disseminate information and maonitor technolegy efforts. These forums
are established at multiple levels throughout the Firm and include reprasentatives from each LOB and Corporate.

Reports containing overviews of key technology risks and efforts to enhance related controls are produced for these farums, and
are reviewed by management at multiple levels including technology management, Firmwide management and the Operating
Committee. The forums are used to escalate information security risks or other matters as appropriate to the FCC.

information Risk Management ("IRM") provides oversight of the activities which identify, assess, manage and mitigate cybersecurity
risk. As integra! participants in cybersecurity governance forums, the IRM organisation actively monifors and oversees the
Cybersecurity and Technology Control functions.

The Firm's Security Awareness Programme includes training that reinforces the Firm's Information Technology Risk and Security
Management policies, standards and practices, as well as the expectation that employees comply with these policies. The Security
Awareness Programme engages personnel through training on how to identify potential eybersecurity risks and protect the Firm's
resources and information. This training is mandatory for ali employees globally on an annual basis, and it is supplemented by
Firmwide testing initiatives, including quarerly phishing tests. Finally, the Firm’'s Giobal Privacy programme requires all empioyees
totake annual awareness training ondata privacy. This privacy-focused training includes information about confidentiality and security,
as well as responding io unauthorised access to or use of information.
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Business disruptions can occur due to forces beyond the Firm's contral such as severe weather, power or telecommunications loss,
fiooding, transit strikes, terrorist threats or infectious disease. The safety of the Firm's employees and customers is of the highest
priority. The Firm’s glabal resiliency programme is intended to enable the Firm to recover its critical business functions and supporting
assets (i.e., staff, technology and facilities) in the event of a business inferruption. The programme includes corporate governance,
awareness training, and testing of recovery strategies, as well as strategic and tactical initiatives to identify, assess, and manage
business interruption and public safely risks.

The strength and proficiency of the Firm's global resiliency programme has played an integral role in rmaintaining the Firm's business
operaticns during and after various events.

Third-party outsourcing risk

To identify and manage the operational risk inherent in its outsourcing activities, the Firm has a Third-Party Oversight (“TPQ")
framework to assist the fines of business and Corparate in selecting, documenting, onboarding, monitoring and managing their
supplier relationships. The objective of the TPO frameworK is to hold third parties to the same high level of operational performance
as is expected of the Finm's internal operations. The Corporate Third-Parly Oversight group is responsible for Firmwide TPO training,
monitoring, reporting and standards.

The TPO framework is applied by the Company to manage its TPO engagements within the relevant businesses as detailed in the
principle activity section.

In addition, the Firm has an Inter Affiliate Oversight (*IAQ") programme. This is a risk-based policy and procedure framework to
comply with regulations and guidance relating to management of outsourcing/offshoring of services within JPMC Affiliates in
conjunction with the relevant advisory functions and subject matter expents, including Legal, Compliance and Tax. The pregramme
addresses the outsourcing / offshoring regulatory risk through a lifecycle starting from onboarding (planning and preparation, expert
review, final review and go-live), steady state and disengagement. Service Request Inherent Risk assessment forms the basis to
measure the levels of business impact and risk to determine the appropriate rating of an engagement, which then determines the
level of due ditigence and oversight activities as part of the [AO programme. The programme also provides regular oversight of
remediation issues identified during the above mentionad assessment, as well as the periodic reviews and performance against
service levels and regulatory obligations.

Compliance risk

Compliance risk is the risk of falure to comply with [egal or regulatory obligations cr code of conduct and standards of self-regulatory
organisations applicable to the business activities of the Firm.

Each LOB and Corporate within the Company hold primary ownership and accountability for managing compliance risks. The Firm's
Compliance Organisation (“Compliance”}, which is independent of the line of business, warks closely with senior managemaent to
provide independent review, monitoring and oversight of business operations with a focus on compliance with the regulatory obligations
applicable to the offering of the Firm's producis and services to clients and customers

These compliance risks relate to a wide variety of legal and regulatory obligations, depending on the LOB and the jurisdiction, and
include those related to products and services, relationships and interactions with clients and custemers, and employee activities.
For example, compliance risks include those associated with anti-money laundering compliance, trading activities, market conduct,
and eomplying with the rules and regulations related to the offering of products and services across jurisdictional borders, among
cthers.

Other functions such as Finance (inciuding Tax), Technology and Human Resources provide oversight of significant regulatory
cbiigations that are specific to their respective areas of responsibility.

Compliance has implemented various practices designed to identify and mitigate compliance risk by establishing policies, testing,
manitoring, training and providing guidance. The Firm has experienced heightened scrutiny by its regulators of its compliance with
regulations, and with respact to its controls and operational processes. The Firm expects that such regulatory scrutiny will continue.

Govemnance and oversight

Compliance is led by the Firms' Chief Campliance Officer ("CC0O") who reports to the Firm's CRO. The regionat CCOs, including the
EMEA CCO, are part of this structure.

The Firm maintains oversight and coordination of its Compliance Risk Management practices through the Firm's CCO, lines of
business CCOs and regional CCOs who implement the Compliance program globally across the lines of business and regions. At
a Company level, in the UK the regional CCO is a member of the UK Management Committee (restructured from January 2018 to
form the EMEA Management Committee) and the UK Audit & Compliance Committee.
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Tha Firm has in place a Code of Conduct ("Code”} which applies to the Company. Each employee is given annuat training in respect
of the Code and is required annually to affirm his or her compliance with the Code. The Code seis forth the Firm's core principles
and fundamental values, including that no employee should ever sacrifice integrity - or give the impression that he or she has. The
Code requires prompt reporting of any known or suspected violation of the Code, any internal Firm policy, or any law ar regulation
applicable to the Firm's business. it also requires the reporting of any itlegal conduct, or conduct that viclates the underlying principles
of the Code, by any of the Firm's employees, customers, suppliers, contract workers, business partners, or agents. Specified
employees are specially trained and designated as “code specialists” who act as a resource to employees on Code matters. In
addition, concerns may be reported anonymously and the Firm prohibits retaliation against employees for the good faith reporting
of any actual or suspected violations of the Code. The Code and the associated employee compliance program are focused on the
regutar assessment of certain key aspects of the Firm's culture and conduct initiatives,

Conduct risk

Conduct risk s the risk that any action or inaction by an employee ar employees could lead to unfair client or customer cutcomes,
impact the integrity of the markets in which the Firm cperates, or compromise the Firm's reputation.

Overview

Each LOB and Corporate is accountable for identifying and managing its conduct risk to provide appropriate engagement, ownership
and sustainzbility of a culiure consistent with the Firm's How We Do Business Principles (the “Principles”). The Principles serve as
a guide for how employees are expected to conduct themselves. With the Principles sarving as a guide, the Firm’s Code sets out
the Firm's expectations for each employee and provides information and resources to help employees conduct business ethically
and in compliance with the law everywhere the Firm operates. For further discussion of the Code, refer to Compliance Risk
Management.

Governance and oversight

The Firm's Conduct Risk Programme is governed by a Board-level approved Conduct Risk Governance Palicy. The Conduct Risk
Governance Policy ("CRSC") establishes the framework for ownership, assessment, managing and escalating conduct risk in the
Firm. The CRSC provides oversight of the Firm’'s conduct initiatives to develop a more holistic view of conduct risks and to connect
key programmas across the Firm in order to identify opportunities and emerging areas of focus. The CRSC may escalate systemic
conduct risk issues to the Firmwide Risk Committee ("FRC") and as appropriate to the DRPC. The misconduct (actual ar potential)
of individuals involved in material risk and control issues are escalated to the Human Resource ("HR") Control Forum. Certain
commitiees of the Board oversee conductrisk issuas within the scope of their responsibiiities. Conduct risk managementencompasses
various aspects of people management practices throughout the employee life cycle, including recruiting, enboarding, training and
development, performance management, premotion and compensation processes. Each LOB, T/CIO, and designated corporate
function completes an assessment of conduct risk quarterly, reviews metrics and issues which may involve cenduct risk, and provides
business conduct training as appropriate.

Legal risk

Legai risk is the risk of loss primarily caused by the actual or alleged failure to meet legal obligations that arise from the rule of law
in jurisdictions in which the Firm and the Company operates, agreements with clients and customers, and products and services
offered by the Company and the Firm.

Overview

The global Legal function ("Legal") provides legal services and advice to the Company and the Firm. Legal is responsible for managing
the Firm's expasure to legat risk by

«  Managing actual and potential litigation and enforcement matters, including internal reviews and investigations related o
such matters;

»  Advising on preducts and services, including contract negotiation and documentation;

«  Advising on offering and marketing documents and new business initiatives;

= Managing dispute resolution;

«  Interpreting existing laws, rules and reguiations, and advising on changes thereto;

»  Advising on advocacy in connection with contemplated and proposed laws, rules and regulations; and

+  Providing legal advice to the LOBs, inclusive of LOB aligned Operations, Technology and Oversight & Controls (the “first
line of defence”), Risk Management and Compliance (the “second line of defence”), and the Internal Audit function {the
“third line of defence”).
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Legal selects, engages and manages outside counsel for the Firm on ali matters in which outside counsel is engaged. In addition,
Legal advises the Firm's Conflicts Office which reviews the Firm's wholesale transactions that may have the potential to create
conflicts of interest for the Firm.

Governance and oversight

The Firm's General Counsel reports to the JPMorgan CEO and is a member of the Operating Commiitee, the Firmwide Risk Committee
and the Firmwide Control Committee. The General Counsel's leadership team includes a General Counsel for each LOB, the heads
of the Litigation and Corporate & Regulatory practices, as well as the Firm's Corporate Secretary. Each region (e.g., Latin America,
Asia Pacific) has a General Counsel who is responsible for managing legal risk across ail lines of business and functions in the
region. The Firm's General Counsel and other members of Legal report on significant legal matters at each meeting of the Firm's
Board of directors, at least quarterly to the Audit Commities, and pericdically to the DRPC. Legal serves an and advises various
committees (including new business initiative and reputation risk committees) and advises the Firm's businesses to protect the Firm's
and the Company’s reputation beyond any particuiar legal requirements.

Model risk
Maodel risk is the potential for adverse consequences from decisions based an incorrect or misused model outputs.

The Firm uses models of varying degrees of sophistication across various businesses and functions. Models are used for many
purposes such as the valuation of positions and measurement of risk, assessing regulatory capital requirements, conducting stress
testing, and making business decisions.

Risk Governance

A dedicated independent function, Model Risk Governance and Review ("MRGR"), defines and governs the Firm's model risk
management palicy. MRGR reports to the Firm's CRO.

Modei risks are owned by the users of the models within the various businesses and functions in the Firm based on the specific
purposes of such models. Users and developers of medels are responsible for developing, implementing and testing their models,
as well as referring models to the Model Risk function for review and approval. Once models have been approved, model users and
deveiopers are responsible for maintaining a robust operating environment, and must monitor and evaluate the performance of the
models on an ongoing basis. Model users and developers may seek to enhance models in response to changes in the relevant
portfolios, product or market, as well as to capture improvements in available modelling techniques and systems capabilities.

Under the Firm’s mode! risk management paolicy, the Modeal Risk function reviews and approves new models, as welt as material
changes to existing models, prior to implementation in the operating environment. In certain circumstances, the Model Risk function
may grant exceptions to allow a model o be used prior to review or approval. The Model Risk function may require the user to take
appropriate actions {i.e. put compensating controls in place) to mitigate the model risk if it is {o be used in the interim. These actions
will depend on the model and may include, for example, adjustment of moadel's results (i.e. an ‘overlay’}, or imitation of trading activity.

Models are tiered based on an internal standard according to their complexity, the exposure associated with the mode! and the
Firm’s reliance on the model. This tiering, which will reflect the materiality of the risk posed by the model to the Firm, is subject to
the approval of the Model Risk function. A modet! review conducted by the Model Risk function considers the madel's suitability for
the specific uses to which it will be put. The factors considered in reviewing a mode! include whether the model accurately reflects
the characteristics of the product or activity and its significant risks, the selection and reliability of model inputs, consistency with
models for similar products, the appropriateness of any modet-related adjustments, and sensitivity to input parameters and
assumptions that cannot be observed from the market. When reviewing a model, the Model Risk function analyses and challenges
the modei methodology and the reasonableness of mode! assumptions and may perform or require additional testing, including
back-testing of mode! outcomes,

Atthe conclusion of a review, the Model Risk function can raise issues regarding identified mode! risks depending on the associated
severity ratings. The severity rating is determined based on two dimensions: importance and exposure. For issues related to Criticat
or High importance modei risks, an evaluation of possible compensating controls is required. The evaluation must consider the
usages of the model affected by the issue. Compensating Controls aim to mitigate the model risk, for example, by adjusting the
model autput to address the inaccuracy or weaknass in the mode!, orimplementing an ongoing mechanism to monitor the materiality
of the model inaccuracy or weakness. The type and frequency of compensating controls will vary based on the nature and materiality
of the issue. For example, the compensating control may also include escalation for review by governance bodies (e.g., Market
Risk Models Committee} to determine the appropriate course of action,
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Risk management (continued}
Mode! risk (continued)
Summary of Roles and Responsibliities

Managing model risk throughout the model! lifa cycle is the responsibility of multiple constituents, principally the Mode! Users, Mode!
Developers, and MRGR.

The Medel Users are the primary owners of model risk related to their use of a model. MRGR, as an independent Risk Management
function, is responsible for determining the scope and applicability of the Firm's model risk management policy, including the
determination of what constitutes a model, and providing effective challenge with the goal of capturing and mitigating model! risk
throughout the model lifecycle. Model Developers are responsible for developing medels to appropriate standards and establishing
ongoing monitoring of the models they develop. They are aiso responsible for providing infarmation related to model usage and
communicating model changes to the Model User audience, and for meeting requirements related to issues identified during the
model life cycle, and abiding by technolegy and operationat control requirements related to the model.

Reputation risk

Reputation risk is the potential that an action, inaction, transaction, investment or event will reduce trust in the Firm's integrity or
competence by its various constituents, including clients, counterparties, customers, investors, regulators, employees, communities
or the broader public.

Reputation Risk Management is an independent risk management function that establishes the governance framework for managing
reputation risk across the Firm.

The types of events that give rise to reputation risk are broad and could be introduced in various ways, including by the Firm's
employees and the clients, customers and counterparties with which the Firm does business. Thase events could result in financial
losses, litigation and regulatory fines, as well as other damages to the Firm. As reputation risk is inherently difficult to identify, manage,
and quantify, an independent reputation risk management govemnance function is critical,

Governance and oversight

The Firm’s Reputation Risk Governance policy establishes the principles for managing reputation risk forthe Firm. itis the responsibility
of employees in each LOB and Corporate to consider the reputation of the Company when deciding whether to offer a new product,
engage in a transaction or client relationship, enter a new jurisdiction, initiate a business process or other matters. Increasingly,
sustainability, social responsibility and environmental impacts are important considerations in assessing the Firm's reputation risk,
and are considered as part of reputation risk governance.

The Firm's reputation risk governance framework applies to each LOB and Corporate. Each LOB Reputation Risk Office ("RRO")
advises their business on polentiai reputation risk issues and provides oversight of policy and standards created to guide the
identification and assessment of reputation risk. LOB Reputation Risk Committees and forums review and assess reputation risk for
their respective businesses. Each function also applies appropriate diligence to reputation risk arising from their day-to-day activities.
Reputation risk issues deemed significant are escalated to the appropriate LOB Risk Commitiee and/or to the Firmwide Risk
Committee. Annual EMEA CIB Reputation Risk Commitiee update are provided to the ERC.

Critical accounting estimates

The Company's accounting policies and use of estimates are integral to understanding its reported resuits. The Company’s most
complex accounting estimates require management’s judgement to ascertain the appropriate carrying value of assets and fiabilities.
The Firm and the Company has established policies and control procedures intended to ensure that estimation methods, including
any judgements made as part of such methods, are well-controlled, independenily reviewed and applied consistently from period to
pericd. The methods used and judgements made reflect, amang other factors, the nature of the assets or liabilities and the related
business and risk management strategies, which may vary across the Company’s businesses and portfolios. In addition, the policies
and procedures are intended to ensure that the process for changing methodologies oceurs in an appropriate manner, The Company
believes its estimates for determining the carrying value of its assets and liabilities are appropriate. A description of the Company's
criical accounting estimates involving significant judgements is set out in note 4 to the financial statements.

Key corporate events

On 5 September 2018, the Company received a dividend of $2 billion from its whally owned subsidiary J.P. Morgan Europe Limited.
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Non-financial policies

An overview of the environment and social, human rights, employee, anti-bribery and anti-corruption policy aspects of non-financiat
reporting is provided below. A detailed description of the policies and processes adopted by the Firm may be found on the JPMorgan
Chase & Co. website.

Environment and social policy

The Firm works with companies in nearly every sector of the economy - as well as with development finance institutions, governments,
and investors - to help them advance environmental and social best practices and capitalise on opportunities created by the transition
to & lower-carbon, more sustainable future. The Firm also strives to premote sustainability, including energy efficiency and renewable
eneargy, across its operations globally.

Assessing its clients’ approach and performance on environmental and social issues is an important component of the Firm's rigk
management process. The Firm's Envirenmental and Social Pelicy Framewark, which is avaitable on its website, outlines the Firm's
approach to evaluating reputational and financial risks posed by environmental and social matters, including certain activities that
the Firm will not finance, and sectors and activities subject to environmental and social due diligence.

In 2017, the Firm committed to facilitate $200 bilken in clean financing by 2025 to further support its clients in advancing their
sustainability objectives. Across the Firm'’s buildings and retail branches globally, sustainability efforts focus on reducing energy use
and greenhouse gas ("GHG"} emissions. In 2017, the Firm also established a goal to source renewable energy for 100% of its gicbal
power needs by 2020.

The Firm discloses relevant data and metrics on GHG emissions and energy consumption in its Environmental, Social, and
Governance Report, which is published annually and available at www jpmorganchase com/esa.

The Company supports the Firm's efforts in achieving established targets on environmental and social matters.
Human Rights

The Firm supports fundamental principles of human rights acress all lines of business and in each region of the world in which they
operate. The Firm believes it is the role of government in every country to protect human rights, and that the Firm has a rofe to play
in promoting respect for human rights.

The Firm's respact for the protection and preservation of human rights is guided by the principles set forth in the United Nations
Universal Declaration of Human Rights. Further, the Firm acknowiedges the United Nations Guiding Principles on Business and
Human Rights as the recognised framewaork for corperations to respect human rights in their own operations and through business
relationships.

To view the Firms' Human Rights Statement, including the UK. Modern Slavery Act Transparency Statement, please visit hitps:/
www ipmorganchase. com/corporate/About-JPMC/ab-human-rights htm.

Corporate employee policy

it is the policy of the Company to ensure equal opportunity for all persons without discrimination on the basis of race, colour,
religion, sex, national origin, age, handicap, veleran status, marital status, sexual orientation or any other basis. This policy of
equal opportunity applies to all employment practices including, but not limited to recruiting, hiring, promotion, training and
compensation.

Where existing employees become disabled, it is the Company policy wherever practicable to provide continuing emplioyment
under normal terms and conditions and {o provide training and career development and promotion wherever appropriate.

With the aim of ensuring that views are taken into account when decisions are made, employee consultation has continued at all
levels where it is likely to affect their interests. All employees are aware of the financial and economic performance of their business
units and of the Company as a whole. Communication with all employees continues through the intranet and other forums.

The Firm cperates an employee share scheme for afl employees, including those of the Company, to acquire a proprietary and
vested interest in the growth and performance of the Firm.
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Non-financial policies (continued)
Anti-bribery and Anti-corruption

The Firm has zero tolerance for bribery and corruption, and is deeply committed to participating in international efforts to combat
corruption. The Firm has esiablished an Anti-Corruption Policy that seeks to promote ethical business practices and requires
compliance with applicable anti-carruption laws and regulation. This Anti-Corruption Policy (“the Policy™) is referenced in the Firm's
publicly available Code of Conduct, and is applicable to the Company.

The Firm has identified the key areas of corruption-related risk as including:

« the giving or receiving of anything of value
«  third parties acting on the Firm's behalf;, and
+  transactions entered into by the Firm or by funds or accounts controlled or managed by the Firm

The Policy therefore prohibits offering or giving anything of value (including gifts, hospitality, travel, employment, and work experience)
to-and seliciting or accepting anything of value from-anyone for a corrupt purpose, such as improper payments or benefits to
government officials or private parties for a business advantage. The Policy further prohibits making facilitation payments to cause
a government official to perform or expedite performance of a routine duty. Other key features of the Policy include requirements to:

- Obtain Compliance review and approval befare offering or giving anything of value to government officials (subject to certain
thresholds relating to gifts and business hospitality)

«  Keep accurate books, records, and accounts that relate to the business of the Firm, its clients, suppliers, and other partners

»  Conduct due diligence and oversight of intermediaries/agents, joint venture partners, and entities over which the Firm has or
may abtain controt or influence

«  Report potential corruption-related issues (including through the Code Reparting Hotline), with a prohibition on retaliation
against those who make good faith reports

Any viotation of the Policy may result in disciplinary action up to and including dismissal.

The Firm’s Anti-Corruption Compliance Program ("the Program”) is reasonably designed to implement the Policy's requirements, as
well as identify, manage, and mitigate the risk of non-compliance with those requirements, Key components of the Program include:

»  Agovernance structure managed by anti-corruption professionats with senior management oversight
«  Training and awareness activities

»  Monitering and testing for compliance

=  Periodic assessment of corruption risks and control effectiveness

= Protocols for managing and reporting material issues

On behalf of the Board

!
N
Viswas Raghavan

Chief Executive Officer
23 Aprit 2018

tondon
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Independent auditors’ report to the members of J.P. Morgan Securities plc

Report on the audit of the financial statements

Opinion
In our opinion, J.P. Morgan Securities plc's (the company’s) financial statements:

» give a true and fair view of the state of the company’s affairs as at 31 December 2018 and of its profit and cash flows
for the vear then ended;
+  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law); and
s have been prepared in accordance with the requirements of the Companies Act 2006.
We have audited the financial statements, included within the Annual report (the “Annual Report™), which comprise: the
balance sheet as at 31 December 2018; the income statement, the statement of comprehensive income, the statement of cash

flows, the statement of changes in equity for the year then ended; and the notes to the financial statements, which include a
description of the significant accounting policies,

Our opinion is consistent with our reporting to the Audit Committee.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)™) and applicable law.
Our responsibilities under 1SAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our andit of the
financial statements in the UK, which includes the FRC's Ethical Standard, as applicable to public interest entities, and we
have fulfilled our other ethical responsibilities in aceordance with these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC’s Ethical Standard were
niot provided to the company.

Other than those disclosed in Note 13 to the financial statements, we have provided no non-audit services o the company in
the period from 1 January 2018 to 31 December 2018.

Our audit approach

Ouerview

s Overall materiality: $413 million (2017: $401 million), based on 1% of Tier 1
_regulatory capital resources as defined by the Prudential Regulatory Authority.

»  We tailored the scope of our audit to ensure that we performed sufficient work to
be able to give an opinion on the financial statements as a whole, Our scoping
considered all account balances and was performed to ensure that specific and
appropriate audit procedures were performed over material balances.

Einrerinlity

»  Due o some business process and internal controls being performed in other
geographical loeations, PwC network firms (“other auditors”) were involved in
the engagement.

. »  Valuation of complex financial instruments held at fair value.

Fegr kit

pricttlery
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The scope of our audif

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial
statements.

Capability of the audit in detecting irregularities, including fraud

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws
and regulations related to the Prudential Regulatory Authority (PRA), Financial Conduct Authority (FCA) and United
Kingdom Tax Legislation and we considered the extent to which non-compliance might have a material effect on the
financial statements. We also considered those laws and regulations that have a direct impact on the preparation of the
financial statements such as the Companies Act 2006 and the FCA's Client Asset Sourcebook,

We evaluated management’s incentives and opportunities for fravdulent manipulation of the financial statements
(including the risk of override of controls) and determined that the principal risks were related to posting inappropriate
journal entries and management bias in accounting estimates. The engagement team shared this risk assessment with the
other auditors so that they could include appropriate andit procedures in response to such risks in their work. Audit
procedures performed by the engagement team and/or other auditors included:

e Discussions with senior management, the UK Audit and Compliance Committee, internal audit and internal legal
advisors including consideration of known or suspected instances of non - compliance with laws and regulation
and fraud;

Evaluation of entity level controls put in place by management to prevent and detect irregularities;

Assessment of whistleblowing procedures, reports and management's investigation of such matters;

Review of key correspondence with regulatory authorities (the PRA and the FCA) in relation to compliance and
regulatory proceedings;

¢ Identification and testing of journal entries with specific risk characteristics, including those journal entries posted
by senior management; and

¢« Challenge of assumptions and judgements made by senior management in their key accounting estimates, in

particular in relation to fair value measurement, the expected credit loss allowance, litigation and regulatory
proceedings and the valuation of defined benefit pension obligations.

There are inherent limitations in the audit procedures described above and the further removed non-compliance with laws
and regulations is from the events and transactions reflecled in the financial statements, the less likely we would become
aware of it. Also, the risk of not detecting a material misstatement due to {raud is higher than the risk of not detecting one
resulting from error, as {raud may involve deliberate concealment by, for example, forgery or intentional
misrepresentations, or through collusion,

Key audit matters

Key audit matters are those malters that, in the auditors’ professional judgement, were of most significance in the audit of
the financial statements of the current period and include the most significant assessed risks of material misstatement
(whether or not due 1o fraud) identified by the auditors, including those which had the greatest effect on: the overall audit
strategy; the allocation of resources in the audil; and directing the efforts of the engagement team. These matters, and any
comments we make on the results of our procedures thereon, were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. This
is not a complete list of all risks identified by our audit.

Key audit matter Howe owr audit addressed the key audit malier

Vearluation of compley fnancial nstrumeants held o fulr . X .
ek ’ ’ We tested the design and operating effectiveness of the
key controls supporting the valuation of financial

. . oy . . instrum :
The fair value of certain financial instruments is determined ents

using valuation methods that involve a varving degree of
judgenient. In exercising this judgemen! senior management
determine the most appropriate assumptions and valuation
methodologies.

s Assessed the bank’s standardised approach
documents for independent valuation by comparing
them to industry practice;

+ Inspected documentation of the independent price

The valuation of complex financial instruments can have
greater estimation uncertainty due to the lack of observable
market prices for these instruments.

Within this population of financial instruments we observed
that the most significant judgements relate to the valuation of
certain structured products and commodity, interest-rate and
equity derivatives, including those referencing specific multi-

verification controls, independently corroborated the
market inputs and assessed the pricing sources used;
Engaged our valuation experts to review model
validation and approval controls; and

Evaluated controls over data feeds and market
information.

Our substantive proceduares included the following:
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Fey audit matier How our audil addressed the key il smakter

asset class indices. These products are non- standard and

often require more judgemental valuation methodologies and » Analysed the population of financial instruments to

market information that is not readily available. identify those that have a heightened risk of material
misstatement.

Refer to Note 4 and Note 32 to the financial statements for  ,  (1yilised our valuation experts to re-price a sample of

further delails of fair value measurement of financial instruments using our models and pricing

instruments as a critical accounting estimate and judgment. information from independent sources where

possible. Any differences were assessed to confirm
that the valuation was within a reasonable range;

« Recalculated adjustments made to the standard
model results; and

 Examined collateral disputes, significant gains or
losses on disposals and other events, which could
provide evidence abouat the appropriateness of the
valuations,

The results and conclusions of the testing were sufficient to
confirm the appropriateness of the valuation of financial
instruments within the financial statements.

How we tailored the audit scope

We tailored the scope of our audit {o ensure that we performed enough work to be able to give an opinion on the financial
statements as a whole, taking into account the structure of the company, the accounting processes and controls, and the
industry in which it operates.

The company is a corporate and investment banking subsidiary of JPMorgan Chase & Co that provides financial services to
customers worldwide, We first established an end-to-end understanding of the key processes that supported material
balances, classes of transactions and disclosures within the company's financial statemenis. We subdivided the account
balances into different business processes to ensure that the audit procedures performed were specific and appropriate lo
the nature of the balance and underlying business.

We then determined the type of work that needed to be performed by us in the UK, or other anditors, operating under our
instruction. This reflects that certain operational processes which are eritical to financial reporting are undertaken outside
the UK. Where the work was performed by other auditors, we determined the level of involvement we needed to have in
their audit work 1o be able to conclude whether sufficient appropriate audit evidence had been obtained as a basis for our
opinion on the financial statements as a whole.

Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for
materiality. These, together with qualitative considerations, helped us to determine the scope of our audit and the nature,
timing and extent of our audit procedures on the individual financial statement line items and disclosures and in evaluating
the effect of misstatements, both individually and in aggregate on the financial statements as a whole.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:
Overall materiality $413 million (2017: $401 million).

1% of tier 1 regulatory capital resources as defined by the Prudential Regulatory
. ... ... . Authority. o . o
Rationale for benehmark applied The company s a regulated bank and wholly owned subsidiary of JPMorgan Chase
& Co (“the Firm”). We considered the primary users of the financial statements to
be the Firm, regulators and market counterparties, who are focussed on whether
the company has sufficient capital resources to meet minimum regulatory
requirements, fulfil its future market obligations and absorb any future losses
should they arise.

Honw we determiined i

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above 821
million (2017: 520 million) as well as misstatements below that amount that, in our view, warranted reporting for
qualitative reasons.
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Conclusions relating to going concern
ISAs (UK) require us to report to you when:

o  the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

¢ the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of the above matters,

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the company’s
ability to continue as a going concern. For example, the terms on which the United Kingdom may withdraw from the
European Union are not clear, and it is difficult to evaluate all of tlie potential implications on the company’s trade,
customers, suppliers and the wider economy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the ather information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or cur knowledge obtained
in the audit, or otherwise appears to be materially misstated. If we identify an apparent material incansistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities.

With respect to the Strategic Report and Directors’ report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, 1SAs (UK) require us also
to report certain opinions and matters as described below.

Strategie report and Directors’ report
g 1 i

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and
Directors’ report for the year ended 31 December 2018 is consistent with the financial statements and has been prepared in
accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Directors’ report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financelal statements

As explained more fully in the Statement of directors’ responsibilities set out on page 45 the directors are responsible for
the preparation of the financial statements in accordance with the applicable framework and for being satisfied that they
give a true and fair view. The directors are also responsible for such internal control as they determine is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going
concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless
the directors either intend lo liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion, Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
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always detect a material misstatement when it exists, Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.,

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

[Tse of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 20006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:
» we have not received all the information and explanations we require for our audit; or

» adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us; or

s certain disclosures of directors’ remuneration specified by law are not made; or
« the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Appointment

Following the recommendation of the audit committee, we were appointed by the directors on 1 May 1002 to audit the
financial statements for the vear ended g1 December 1992 and subsequent financial periods, The period of iotal
uninterrupted engagement is 27 years, covering the years ended 31 December 1992 to 31 December 2018. The company
became a credit institution in 2011, and hence is considered to be a European Union public-interest entity from 2o11
onwards.

éaltf(/((&m f

Duncan McNab (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

Zc’L April zo1g
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J.P. MORGAN SECURITIES PLC
Income statement

Year ended 31 December 2018

2017
Naote $'000 $'000
interest and similar iIncome 7 5,546,209 3,969,568
Financial instruments at amortised cost and FVOCH 1,568,013
Other similar ingema 3,978,198
interest expense and similar charges 7 (5,089,067} {3,193,607)
Financial instruments at amortised cost (2.699.881)
Cther similar charges (2,389,386)
Net interest income 457,142 775,961
Fee and commission income 8 3,448,891 2,863,023
Fee and commission expense {1.021,365) (718,748)
Net fee and commission income 2,427,526 2,144,275
Trading profit 5,113,623 4489978
Dividend income 2,600,000 _—
Expecied credit loss 9 27255 —
Impairment on loans and commitments 10 e (147.477)
Net operating income 10,025,547 7,262,737
Administrative ¢xpenses (4,465.012) (3,661,928)
Other impairment Lk (1,196,609) —
Depreciation {1.495) {1.760)
Profit on ordinary activities before taxation 13 4,362,431 3,598,049
Tax eon profit en ordinary activities 14 {992,844} {963,590)
Profit for the financial year 3,369,587 2,635,459
The profit for the financial year resulted from continuing operations.
Statement of comprehensive income
Year ended 31 December 2018 207
Note $'000 $'000
Profit for the financiat year 3,369,587 2,635,459
Ou;mr comprehensive (expense)/income: items that will not be reclassified to profit
or loss
Actuariat gain on pension schemes 34 8,892 31,8714
Mavement in leans at FVOCI (fax inclusive) 11,895 —
Jax effect of movement in pension reserve 15 {3,500) {11,349}
Total other comprehensive income 17,294 20,522
Total comprehensive income for the year 3,386,878 2,655,981

The notes on pages 60 - 118 form an integral part of these financial statements.
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J.P. MORGAN SECURITIES PLC
Balance sheet

31 December 2018 2M7
Note $'000 $'000
Assets
Cash and balances at central barks 29 880,787 21,677,066
Loans and advances to banks i6 9,650,343 9,812,066
Loans and advances to customers 17 2,153,908 2,612,322
Securities purchased under agreements to resell 18 155,084,582 135,385,611
Securities borrowed 18 45,507,924 27,072,585
Financial assets at fair value through profit and loss 19 330,955,399 340,258,613
Financial assets designated at fair value through profit or loss 20 s 341,602
Debtors 21 82,800,597 79,646,622
Other assets 22 820,750 762,089
Investments in JPMorgan Chase undertakings 23 2,144,598 3,341,207
Tangible fixed assets 3,290 4,938
Total assets 668,042,178 620,914,735
Liabiiities
Securities sold under agreements to repurchase 18 91,697,552 74,937,158
Secuwitles loaned 18 201,646,594 12,550,040
Financial liabilities at fair value through profit and loss 25 312,225,100 3GB,288,068
Financial Rabilities designated at fair value through profit or loss 1,236,476 1,465,247
Trade creditors 26 55,301,485 30,479,035
Amounts owed te JPMorgan Chase underakings 162,302,931 124,330,474
Other liabilities 26 27,727,598 27,350,188
Subordinated liabiliies with JFMorgan Chase undertakings 27 12,000,000 e
Total fiabilities 623,137,738 579,400,215
Equity
Called-up share capital 28 12,443,530 12,443,530
Share premium account 9,950,724 9,950,724
Capital redemption reserve 4,996,040 4 996,040
GCther reserves 1,666,788 1,701,590
Retained earnings 15,847,380 12,422,636
Total equity 44,904,442 41,514,520
Total liabilities and equity funds 668,042,178 620,914,735

The notes an pages 60 - 116 form an integra! part of these financial statements.

The financial statements on pages 56 - 116 were approved by the Board of Directors on 23 April 2019 and signed on ifs

behalf by:

A b A Yoy

Sir Winfried Bischoff Anna Dunn
Chairman & Non-Executive Director

Director & Chief Financial Officar
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J.P. MORGAN SECURITIES PLC
Statement of changes in equity

Calied-up Share Capital Capital
share  premium contribution redemption Pension Other Retained Total
Note capital account ragerve regerve reserve reserves earnings oty

$'000 600 5000 3000 5000 $000 3600 5000
Balance as at 1 January 2017 17,646,050 9,350,724 1,588,615 — (45,579) 254,836 10,153,477 39,447,823
Profit for the financial year — — o o o -~ 2635439 2,535,459
Other comprehensive income for the
year:
Actuarial gain on pension schemes 34 — s — - 31,871 — — 31,871
Tax efect on movement in pension reserve — - - —_ {11,349) — e {11,349)
Total comprehensive income for the
year —— - — - 20,522 - 26835459 2655981
Dividends paid 29 —— — — — — — (366,000) {36&,000)
Share redemption Z8 (108,480) {105,480)
Share conversion 28 (4,996,040) — - 4,896 D40 — — —_
Mavement in ofher reserves — e -— — — (116,804} — {116,804}
Balance as at 31 December 2017 12,443,530 9,950,724 1,588,615 4,995,040 {25,057) 138,032 12,422,836 41,514,520
Adoption of IFRS @ — e - — e 13,634 55,137 58,771
Balance as at 1 January 2018 12,443,530 9,950,724 1,588,615 4,996,040 {25,057} 151,666 12,477,773 41,583,251
Profit for the financial year —_ — —- — e —  33695B7 3,368,587
Other comprehansive Income/{expense)
for tha year:
Movement in loans at FvOCH e —_ — —_ e 11,899 e 11,899
Actudrial gain on pension schemes 34 — o e — 8,892 — — 8,892
Tax effect on movement in pension reserve —— — e - (3,500} —_ i (3,500}
Total comprehensive incoms for the
year — — —_ e 5,392 11,89% 3,369,587 3,385,878
Movemest in other reserves — —_ — e - {65.727) —_— {65,727)
Balance as at 31 December 2018 12,443,530 9,550,724 1,588,615 4,996,040 {19,665) 97,838 15,847,360 44,904,442

The notes on pages 80 - 116 form an integral part of these financial statements.
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J.P. MORGAN SECURITIES PLC
Statement of cash flows

Year ended 31 Dacember 2018 2017
Notes $'000 $00C
Cash flows from operating activities
Cash generaled from/{used in) frem operations Kl 19,006,548 {20,915,074)
Income taxes paid (663.441) (759,644)
Net cash generated from/{used in) from operating activities 18,343,405 {21,674,718)
Cash flow used in investing activities
Disposals and purchases of tangible fixed assets 151 {3,116)
Net cash used In investing activities 151 {3,118)
Cash flow from financing activities
Redemption of share capital 28 — {106,480)
Change in amounts owed o JPMorgan Chase undertakings (22,027,542) 24,836,668
Change in subordinated liabilities with JPMorgan Chase undertakings 12,006,000 e
Dividends paid 29 — {366,000
Net cash generated from financing activities (10,027,542) 24,364,188
Net increase in cash and cash equivalents 8,315,714 2,686,354
Cash and cash equivalents at the beginning of the year 31,489,132 26,721,104
Exchange {losses)/gains on cash and cash equivalenis (233,716) 2,081,674
Cash and cash equivalents at the end of the year 38,571,130 31,489,132
Cash and cash equivalents consist of:
Cash and balances at central banks 29,880,787 21,677,066
Loans and advances to banks, due within three months or less 8,690,343 9,812,066
Cash and cash equivalents 39,571,130 31,489,132

The notes on pages 60 - 116 form an integrat part of these financial statements.
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J.P. MORGAN SECURITIES PLC
Notes to the financial statements

1. General information

The Company is a public limited company and is incorporated and domicilad in England and Wales, The Company's immediate
parent undertaking is J.P. Morgan Capital Holdings Limited, which is also the parent undertaking of the smallest group in which the
Company's results are consolidated. The Company's ultimate parent undertaking and controlfing party is JPMorgan Chase & Co.
{("JPMorgan Chase® or the "Firm”}, which is incorporated in the state of Delaware in the United States of America. JPMorgan Chase
& Co. is also the parent undertaking of the largest group in which the results of the Company are consolidated. The fargest and
smallest parent groups' consolidated financial statements can be obtained from the Company's registerad office at 25 Bank Straet,
Cznary Wharf, London, £14 5JP.

2. Basis of preparation

These financial statements have been prepared in accordance with Financial Reporing Standard 101, ‘Reduced Disclosure
Framework’ ("FRS 101"). FRS 101 applies the requirements of International Financial Reporting Standards (“IFRS") as adopted by
the European Union, with reduced disclesures.

The financial statements have been prepared on a going concern basis under the historical cost convention as modified by the
revaluation of certain financial assets and financizl liabilities measured at fair value through profit or loss or measured at fair value
through OCI, and in accordance with the Companies Act 2006. Reclassification of and adjustments to prior year amounts have been
made to conform with current year presentations and to provide additional transparency and information on the nature of the balances
in these financial statements.

The following exempticns from the requirements of IFRS as adopted by the EU have been applied in the preparation of these financial
staternents, in accerdance with FRS 101

. Certain share based payment disciosures in respect of Firm equity instruments (IFRS 2 'Share-based payment’
paragraphs 45(b) and 46 to 52);
. Cemparative information disclosures for the following (paragraph 38 of IAS 1 'Presentation of financial
statements’ ("IAS 1"}
. reconciliation of share capital {paragraph 78{a)(iv) of IAS 1);
. reconciliation of property, plant and equipment (paragraph 73(e) of IAS 16 'Property, plant and equipment);
. reconciliation of intangible assets (paragraph 118{e) of IAS 38 ‘intangible assets');
. Statement of compliance to IFRSs - Paragraph 16, IAS 1,
. Third balance sheet on retrospective accounting policy changes, restatements, or reclassifications (paragraph 40A-D,
IAS 1),
. Disclosures in refation to new or revised standards issued but not yet effective {paragraph 30 and 31, 1AS B, 'Accounting
policies, changes in accounting estimates and errors');
. Key management compensation disclosures (paragraph 17, IAS 24 'Related Party Disclosures’ ("IAS 24")); and
. Related party transactions with wholly owned Firm undertakings (IAS 24).

3.  Accounting and reporting developments

Standards adopted but not yet implemented during the year ended 31 December 2018

IFRS 16 ‘Leases’ will be effective for the Company's financial statements for the year ended 31 December 2019, IFRS 16 supersedes
IAS 17 ‘Leases' and IFRIC 4 Determining whether an Arrangement containis a Lease and requires, among other items, the Company
to recegnize lease right-of-use ("ROU") assets and lease liabilities on the balance sheet for most of its leases.

The Company adopied the IFRS 15 retrospectively on 1 January 2018, however the impact has been immaterial.

Standards adopted during the year ended 31 December 2018

Adoption of IFRS 9

Effective 1 January 2018, the Company adopted IFRS 8 'Financial Instruments’, which superseded IAS 39 'Financial Instruments
Recognition and Measurement’. The adoption of IFRS 8 resulted in changes to the classification and measurement of financial assets
inchuding the impairment of financial assets and the presentation of gains and losses refated to certain financial Habilities designated

at fair value through profit or loss, Refer to note 5 for more information about the changes to the Company's accounting policies.

The requirements of (FRS 8 have been applied by revising the Company's epening balance sheet on 1 January 2018. As permitied
by the transition provisions of IFRS 9, the Company elected not to restate comparative periods.
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J.P. MORGAN SECURITIES PLC

Notes to the financial statements (continued)

3.  Accounting and reporting developments {continued)

Standards adopted during the year ended 31 December 2018 (continued)
Adoption of IFRS 9 {continued)

The adoption of IFRS § has resulted in an overali increase in the Company’s retained earnings by approximately $55 million before
tax from:

+  Areduction of $3 million from the recognition of expected credit losses; and

+  Anincrease of $64 million from the remeasurement of financial assets and liabilities as a consequence of changing the
classification of loans and advances to customers and securities purchased under agreements to resell and repurchase.

In addition, an adoption of IFRS 9 the Company has recognised an increase in other comprehensive income of 14 milionas a
result of changes in the classification of certain financtal assets from amortised cost to FVOCL

Refer to note 38 for more information about the Company’s transition to IFRS 8.
Adoption of IFRS 15

Effective 1 January 2018, the Company adopted IFRS 15 'Revenue from Contracts with Customers’ ("IFRS 15"). IFRS 15 requires
that revenue from contracis with customers be recognised upon transfer of control of 2 good or service in the amount of consideration
expected to be received, IFRS 15 also changes the accounting for certain contract costs, including whether they may be offset
against revenue in the income statement, and requires additionat disclosures about revenue and contract costs.

IFRS 15 permits adoption using a full retrospective approach or a medified, cumulative effect approach wherein the guidance is
applied only to existing contracts as of the date of adoption, and to new contracts transacted after that date. The Company adopted
IFRS 15 using the full retrospective method.

The adoption of IFRS 15 did not result in any material changes in the timing of recognition or in the presentation of the Company's
revenue.

For more information about the Company's revenue see note 5.5
4.  Critical accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumpticns that affect the
amounts recognised in the financial statements. The nature of estimation means that actual outcomes could differ from those
estimates. The following judgements have had the most significant effect on amounts recegnised in the financia siatements:

Fair value measurement

The Company carries a significant portion of its assets and liabilities at fair vafue on a recurring basis. Estimating fair vaiue often
requires the application of judgement. The type and level of judgement required is largely dependent on the amount of observable
market information available to the Company. For instruments valued using internally devefoped models that use significant
unobservable inputs that are classified within level 3 of the valuation hierarchy, judgements used to estimate fair value are more
significant than those required when estimating the fair valug of instruments classified within levels { and 2.

In arriving at an estimate of fair value for an instrument within level 3, management must first determine the appropriate model to
use. Second, the lack of abservability of certain significant inputs reguires management to assess all relevant empirical data in
deriving valuation inputs - including, for example, transaction details, yield curves, interest rates, prepayment rates, default rates,
volatilities, correlations, equity or debt prices, valuations of comparabie instruments, foreign exchange rates and credit curves. For
further discussion of the valuation of level 3 instruments, including uncbservable inputs used, see note 32.

For instruments classified in tevels 2 and 3, management judgement must be applied to assess the appropriate level of valuation
adjusiments, the Company's credit-warthiness, market funding rates, liquidity considerations, unobservable parameters, and for
portfalios that mest specified criteria, the size of the net open risk position. The judgements made are typically affected by the type
of produet and its specific contractual terms, and the level of lquidity for the product or within the market as a whole. For further
discussion of valuation adjustments applied by the Company, see note 32.

The use of methodologies or assumptions different than those used by the Company could result in a different estimate of fair value
at the reporting date. For a detailed discussion of the Company's valuation process and hierarchy, its determination of fair value for
individual financial instruments, and the potential impact of using reasonable possible alternative assumptions for the valuations,
see note 32.
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J.P. MORGAN SECURITIES PLC
Notes to the financial statements (continued)

5.  Significant accounting policies

The following are the significant accounting policies applied in the preparation of these financial statements. These policies have
been applied consistently in each of the years presented, unless otherwise stated.

51 Consolidation

The Company is a subsidiary undertaking of J.P. Morgan Capital Moldings Limited, a company incorporated in England and Wales
and of its ultimate parent, JPMorgan Chase & Co. a company incorporatad in the United States of America. i is included in the
consolidated financial statements of JPMorgan Chase & Co. which are publicly avaitable. Therefore, the Company has elected not
to prepare group financial statements in accordance with the dispensation set out in Section 401 of the Companies Act 2006.

5.2 Foreign currency translation

Monetary assets and monetary liabilities in foreign currencies are translated into U.S. doliars at rates of exchange ruling on the
balance sheet daie. Income and expense items denominated in foreign currencies are translated into U.S. dollars at exchange rates
prevailing at the date of the transactions. Any gains or losses arising an translation are taken directly to the income statemsant.

Non-monetary items denominated in foreign currencies that are stated at historical costare translated into U, S. dollars at the exchange
rate ruling at the date of the transaction.

Non-monetary items denominated in foreign currencies that are stated at fair value are translated into U.S. dollars at foreign exchange
rates ruling at the dates when the fair values were determined. Translation differences arising on non-monetary iterns measured at
fair value are recognised in the income statement except for differences arising on available-for-sale and FVOC! non-maonetary
financial assets, which are included in the financial assets available-for-sale reserve and OCI reserve respectively.

5.3 Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the primary economic environment
in which the entity operates (the "functicnal currency”). Taking into accourt the cash flows, the financing structure, inciuding United
States ("U.S") dollar equity and inter-entity financing arrangements with JPMorgan Chase Bank N.A., U.S. dollars is considerad as
the functional and presentation currency of the Company.

5.4 Financial instruments
Changes in accounting policies

On adoption of IFRS 9 on 1 January 2018, the Company replaced or substantialiy revised its accounting policies for classification
and measurement of financial assets and financial liabilities, and impairment of financial assets. [FRS 9 also significantly amends
other standards dealing with financial instruments such as IFRS 7 'Financial Instruments: Disclosures’ ("fFRS 7). The IFRS 7
disclosures have only bean applied to the current period. The comparative period notes disclosures repeat those disclosures made
in the prior year,

These new or revised policies are set cut in the following table along with the corresponding policy under 1AS 39. Because the

Company elected not {o restate comparative periods on adoption of IFRS @, the |1AS 39 policies should be used to understand the
differences in accounting policies with the comparative prior peried information presented in these financial statements,
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J.P. MORGAN SECURITIES PLC

Notes to the financial statements (continued)

5.  Significant accounting policies (continued)

5.4.1 Financial assets and financial liabilities

IFRS 9
Financial assets and financial liabilities
i. Recognition of financial assets and financial liabilities

The Company recognises financial assets and financial
liabilities when it becomes a party to the contractual
provisions of the instrument. Regular way purchases and
sales of financial assets are recognised using trade-date
accounting.

1AS 38

The Company recognises derivatives on its balance shest
when it becomes a party to the contractual provisions of the
instruments, Loans and receivables and financial liabilities at
amortised cost are recognised when the Company becomes a
party to the contractual provisions of the instrument. Regular
way purchases and sales of financial assets are recognised
on the trade-date, the date on which the Company commits to
purchase or sell the asset,

ii. Classification and measurement of financial assets and financial liabilities

Cn initial recognition, financial assets are classified as
measured at amortised cost, fair value through other
comprehensive income or fair value through profit or [oss.
The classification is based on both the business modal for
managing the financial assets and their contractual cash flow
charactenstics. Factors considered by the Company in
determining the business modei for a group of assets include
past experience on haw the cash fiows for these assets were
collected, how the assets’ performance is evaluated and
reported to key management personnel, how risks are
assessed and managed, and how managers are
compensated,

On initiat recognition, financial liabilities are classified as
measured at either amortised cost or fair value through profit
or loss.

The Company classifies its financial assets and financiat
liabilities in the following categories on initial recognition:

Financial assets and financial liabilities held for trading,
financial assets and financial liabilities designated at fair value
through profit or loss, and loans and receivables and financial
liabitities held at amortised cost.
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J.P. MORGAN SECURITIES PL.C
Notes to the financial statements {continued}

§.  Significant accounting policies (continued)

5.4.1 Financial assets and financial liabilities {continued)

IFRS ¢
Financial assets and financial liabilities

Financial assets and financial liabilities measured at
amortised cosf

Financial assets are measured at amortised cost if they are
held under a business model with the objective to collect
contractual cash flows ("Hold to Collect"} and they have
cantractual terms under which cash flows are solely payments
of principal and interest ("SPPI"}). tn making the SPPI
assessment, the Company considers whether the contractuai
cash flows are consistent with a basic lending arrangement
(i.e., interest includes only consideration for the {ime value of
money, credit risk, other basic lending risks and a profit margin
that is consistent with a basic lending arrangement). Where
the contractual terms introduce exposure to risk or volatility
that are inconsistent with a basic lending arrangement, the
related financial asset is classified and measured at fair valua
through profit or loss. Financial assets with embedded
derivatives are considered in their entirety when determining
whether their cash flows are solely payment of principal and
interest. As a result of the application of these criteria, only
debt financial assets are eligible to be measured at amortised
cost.

Financial assets measured at amortised cost include cash and
balances at central banks, loans and advances to banks,
certain loans and advances to customers, certain securities
purchased under agreements to resell, debtors and accrued
income.

Financial liabilities are measured at amaortised cost unless
they are held for trading or a designated as measured at fair
value through profit or foss. Financial liabilities measured at
amortised cost include certain securities sold under
agreements to repurchase, trade creditors, amounts owed to
JPMorgan Chase undertakings and certain other liabilities.

Financial assets and financial liabilities measured at amortised
cost are initially recognised at fair value including transaction
costs. The initial amount recognised is subsequently reduced
for principal repaymenis and for accrued interest using the
effective interest method. in addition, the carrying amount of
financial assets is adjusted by recognising an expected credit
loss allowance through to profit or loss,

The effective interest method is used to aliocate interest
income or interest expense over the relevant period. The
effective interest rate is the rate that discounts estimated
future cash payments or receipts through the expected life of
the financial asset or financial liability or a shorter period whean
appropriate, to the net carrying amount of the financial asset
or financial liability. The effective interest rate is established on
initial recognition of the financial asset or financial liability. The
calculation of the effective interest rate includes all fees and
commissions paid or received, transaction costs, and
discounts or premiums that are an integral pan of the effective
inferest rate. Transaction costs are incremental costs that are
directly attributable to the acquisition, issuance or disposal of
a financial asset or financial liability.

IAS 39

Loans and receivables and financial liabilities at amortised
cost

toans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market except those that are classified as held for
trading or designated ai fair value through profit or loss, Loans
and receivables include loans and advances to banks, toans
and advances to customers and debtors

Loans and receivables are initially recognised at fair value
including directly related incremental fransaction costs. They
are subsequently measured at amortised cost, including any
provision for impairment losses. Interest is recognised in the
income statement as ‘interest and similar income’ using the
effective interest rate method.

Financial lizbilities include trade creditors and borrowings and
are recognised initially at fair value including directly related
incremental transaction costs and subsequently measured at
amuortised cost using the effective interest method.

Tha effective interest method is used to calculate the
amortised cost of a financial asset or financiai liability (or a
group of financial assets or financial liabilities). It is a method
of allocating the interest income or interest expense over the
relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments or receipts
through the expected life of the financial asset or financial
liability or, when appropriate, a shorler period to the net
carrying amount of the financial asset or financial lfability. The
effective interest rate is established on initial recognition of the
financial asset or financial liability. The calculation of the
effective interest rate includes all fees and commissions paid
or received, transaction costs, and discounts or premiums that
are an integral part of the effective interest rate. Transaction
costs are incremenital costs that are directly attributable to the
Iacgtljisitionj issue or disposal of a financial asset or financial
iability.
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J.P. MORGAN SECURITIES PLC
Notes to the financial statements (continued)

5. Significant accounting policies {continued)

5.4.1 Financial assets and financial liabilities {continued)

IFRS &
Financial assets and financial liabilities

Financial assels measured at fair value through other
comprehensive income ("FVOCIT)

Financial assets are measured at FVOCH if they are held
under a business madef with the objective of both collecting
contractual cash flows and selling the financial assets ("Hold
to Collect and Sell"), and they have contractual terms under
which cash flows are SPPL

Financial assets measured at FVQOCI include certain loans
and advances {o customers.

Financial assets measured at FVQCI are initially recognised at
fair value, which includes direct transaction cosis. The
financial assets are subsequently remeasured at fair vaiue
with any changes presented in other comprehensive income
("OCI") except for changes aftributable to impairment, interest
income and foreign currency exchange gains and losses.
Impairment losses and interest income are measured and
presented in profit or foss on the same basis as financial
asseis measured at amortised cost (see above).

On disposal of financial assets measured at FVOCI, the
cumulative gains or losses in GCI are reclassified from equity,
and recognised in the incorne statement.

IFRS 9
Financial assets and financial liabilities

Financial assets and financial liabilities measured af fair value
through profit or loss

Financial assets and financial liabilities are measured at fair
value through profit or loss ("FVTPL") if they are held for
rading. Under IFRS 9, a financial asset or a financial lizbility
is defined as "held for trading” if it is acquired or incurred
principally for the purpose of selling or re-purchasing it in the
near term, or forms part of a portfolio of identified financial
instruments that are managed together and for which there is
evidence of a recent actual pattern of short-term profit taking
or it is a derivative. However, such financial instruments are
used by the Company predominantly in connection with its
“client-driven” market-making and/or for hedging certain
assets, liabilities, positions, cash flows or anticipated
transactions (i.e. risk management activities).

Financial assets and financial liabilities held for trading
comprise both debt and equity securities, loans and
derivatives, certain securities purchased under agreements to
resell and securifies borrowed, and the related unrealised
gains and losses.

In addition, certain financial assets that are not held for trading
are measured at FVTPL if they are do not meet the criteria to
be measured at amortised cost or FVOCI. For example, if the
financial assets are managed on a fair value basis, have
contractual cash flows that are not SPP! or are equity
securities. The Company did not elect to measure any equity
instruments at FVOCI.

Financial instruments measured at FVTPL are initially
recognised at fair value in the balance sheet. Transaction
costs and any subsequent fair value gains or losses are
recognised in1 profit or loss as they arise.

The Company manages cash instruments, in the form of debt
and equity securities, and derivatives on a unified basis,
including hedging relationships between cash securities and
derivatives. Accordingly the Firm reports the gains and losses
on the cash instruments and the gains and losses on the
derivatives on a net basis in trading profits.

IAS 39

Financial assets available-for-sale

Noan-derivative financial assets intended to be held for an
indefinite pericd of time, which may be sold in response to
needs for liquidity or changes in interest rates, exchange rates
or equity prices, are included within the financial assets
available-for-sale category. These are initially recognised at
fair value plus directly related transaction costs and
subsequently measured at fair value. Any changes in fair
values of such assets subsequent to initial recognition are
reported as movements in financial assets available-for-sale
raserve, net of deferred tax, until the investment is sold,
collected or otherwise disposed of, or the financial assets are
considered irmpaired, at which fime the cumulative gain or loss
previously reported in the staterment of comprehensive income
Is included in the income statement,

IAS 38

Financial assets and financial liabilities held for trading

The Company considers a financial asset or financial liability
as held for trading if it is acquired or incurred principally for the
purpose of seiling or re-purchasing it in the near term, or
forms part of a portfolio of identified financial instruments that
are managed together and for which there is evidence of a
recent actual pattern of shor-term profit taking oritis a
derivative.

Financial assets and financial liabilities heid for trading
comprise both debt and equity securities, loans and
derivatives. These instruments are aither held for trading
purposes or used for hedging certain assets, liabilities,
positions, cash flows or anticipated transactions. Inciuded in
financial assets held for trading and financial liabilities held for
trading, are unrealised trading gains and losses. Financial
instruments held for trading are initialty recognised at fair
value in the balance sheet with transaction costs being
recorded in profit or loss and any gains or losses are taken
directly to the income statement. Subsequently, they are
measured at fair value with movement included in trading
profit and loss.

The Firm manages cash instruments, in the form of debt and
equity securities, and derivatives on a unified basis as part of
the trading strategy, including hedging relationships between
cash securities and derivatives. Accordingly the Firm reports
the gains and losses on the cash instruments and the gains

and losses on the derivatives on a net basis in trading profits.
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J.P. MORGAN SECURITIES PLC
Notes to the financial statements (continued)

5.  Significant accounting policies (continued)

5.4.1 Financial assets and financial liabilities {continued)

IFRS 9
Financial assets and financial liabilities

Financial assets and financiaf liabilities designated al fair
value through profit or loss

Subject to certain criteria, the Company can designate
financial assets and financial liabilities to be measured at fair
value through profit or loss. Designation is only possible when
the financial instrument is initially recognised and cannot
subsequently be reclassified. Financial assets can be
designated as measured at fair value through profit or loss
only if such designation eliminates or significantly reduces a
measurement or recognition inconsistency. Financial liabifities
can he designated as measured at fair value through profit or
loss only if such designation (a) eliminates or significantly
reduces a measurement or recogaition inconsistency; or (b)
applies to a group of financial assets, financial liabilities or
beth that the Company manages and evaluates on a fair value
basis,; ar (c) relates to an instrument that contains an
embedded derivative unless the embedded derivative does
not significantly maodify the cash fiows required by the contract
or when a similar hybrid instrument is considered that
separation of the embedded derivative is prohibited.

Financial assets and financial fiabilities that the Company
designates as measured at fair value through profit or loss are
recognised at fair value at initial recognition, with transaction
costs being recognised in profit or loss and subsequently
measured at fair value. Gains and losses on financial assets
and financial liabilities designated at fair value through profit or
loss are recognised in profit or loss as they arise.

The Company has designated certain securities sold under
under agreements to repurchase and securities loaned within
the Company’s Corporate and Investment Banking portfolios
to be measured at FVTPL as they are managed on a fair value
basis. Changes in the fair value of financial assets designated
as measured at FVTPL are recognised in trading profit or loss.

IAS 39

Financial assets and financial liabilities designated at fair
value through profit or loss

Financial assets and financial liabilities that the Company
designates on initial recognition as being at fair value through
profit or Ioss are recognised at fair value, with transaction
costs being recognised in profit or loss and subsequently
measured at fair value. Gains and losses on financiat assets
and financial liabilities that are designated at fair value through
profit or loss are recognised in profit or foss as they arise. A
financial instrument may only be designated at inception as
held at fair value through profit or loss and cannot
subsequently be reclassified.

Financial assets or financial liabilities are designated at fair
value through profit or loss only if such designation (a)
gliminates ar significantly reduces a measurement or
reccgnition inconsistency; or (b) applies to a group of financial
asgets, financial liabilities or both that the Company manageas
and evaluates on a fair value basis; or (c) relates to an
instrument that containg an embedded derivative uniess the
embedded derivative does not significantly modify the cash
flows reguired by the contract or when a similar hybrid
instrument is considered that separation of the embadded
derivative is prohibited.

The Company has designated certain equity securities and
wholesale loans at fair value through profit or loss on the basis
that they are managed and their performance evaluated on a
fair value basis.
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5.  Significant accounting policies {continued)

5.4.2 Interest income and expense

IFRS 9 1AS 29

Interest income and interest expense Interest income and interest expense

Unless a financial asset is credit-impaired, interest income is  Interest income and expense are recognised on an effective
recognised by applying the effective interest method to the interest rate basis. Interest generated as a result of 'negative’
carrying amount of a financial asset before adjusting for any  interest rates is recognised gross, as interest income or
allowance for expected credit losses, If a financial asset is interest expense. All contractual terms of a financial

credit-impaired, interest income is recognised by applying the  instrument are considered when estimating future cash flows.
effective interest rate to the carrying amount of the financial
asset including any allowance for expected credit fusses.

Interest expense on financial liabilities is recognised by
applying the effective interest method to the amortised cost of
financial liabilities.

interest income and expense on financial assets and financial
tiabilittes measured at amortised cost and FVOC! are
presented separately from financial instruments measured at
FVTPL.

Interest generated as a resuit of 'negative’ interest rates is
recognised gross, as injerest income or interest expense.

5.4.3 Trading profit

IFRS 8 IAS 39

Trading profit Trading profit

Profits and losses resulting from the purchase and sale of Profits and losses resulting from the purchase and sale of
securities and the revaluation of financial instruments are securities and the revaluation of financial instruments are
recognised in trading profit on a trade-date basis, including recognised as trading gains or losses on a trade-date basis,
retated transaction costs and excluding the associated including related transaction costs but excluding the
interest, associated interest.
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§. Significant accounting policies (continued)

5.4.4 Impairment of financial assets and lending-related commitments

IFRS 8

impairment of financial assets and lending-related
commitments

The Cornpany recegnises ECL for financial assets that are
measured at amortised cost or FVOCI, and specified off-
balance sheet lending-related commitments such as loan
commitmanis and financial guarantee contracts,

Provisions for ECL are recognised on initial recognition of the
financial instrument based on expectations of credit losses at
that time. The credit toss allowance includes ECLs for financial
instruments that may default in the next 12-month period for
financial instruments that have not observed a significant
increase in credit risk since initiai recognition {“stage 1") or
aver a lifetime period for financial instruments that have
observed & significant increase in credit risk since initiat
recognition {"stage 27). The allowance also inciudes lifetime
ECLs for financial instruments where there is objective
evidence of credit-impairnent at the reporting date (“stage 3°).
In determining the appropriate stage for a financial instrument,
the Company applies the definition of default consistent with
the Basel definition of default to maintain uniformity of the
definition across the Firm.

The determination of the stage for credit fosses under the ECL
model is dependent on the measurement of a significant
increase in credit risk ('SICR"). In determining SICR, the
Company has conducted quantitative tests, which considers,
but is not limited to, existing risk management indicators,
credit rating changes and reasonable and supportable
forward-iooking information. Forward-looking information
reflects a range of scenarios that incorporate macro-econormic
factors that are compesed and monitored by the Firmwide
specialised economic forecasting team.

The key input companents for the quantification of expected
credit loss through the ECL model includes the probability of
defauit ("PD"), loss given default ("LGD") and exposure at
default ("EAD"). The Company seeks to efficiently and
effectively leverage as much as possible existing regulatory
and capital frameworks where overlap is present for [FRS 9.
Differences observed between content in existing frameworks
and requirements under IFRS 9 have been identified and are
adjusted accordingly. The inputs to the ECL model capture
historical datasets and a reasonable and supportable
forecasting horizon to estimate expected credit losses.

1AS 39

impairment of financial assets

The Company assesses at each balance sheet date whether
there is any objective evidence that a financial asset or
portfolio of financial assets is impaired. A financial asset or
portfolio of financial assets is deemed to be impaired if, and
only if, there is objective evidence of impairment as a result of
one ar more events that has oceurred afier the initial
recognition of the asset and that event (or evenis) has an
adverse impact on the estimated future cash flows of the
financial asset or group of financial assets that can be reliably
estimated.

Impairment losses on loans and receivables are measured as
the difference between the financial asset's carrying amount
and the present value of the estimated future cash flows
discounted at the financial asset's effective interest rate. The
loss is recognised in the income statement against the
carrying amount of the impaired asset on the balance sheset.
interest continues to be accrued on the reduced carrying
amount based on the original effective interest rate of the
financial asset.

Specific provisions are raised against loans and receivables
when the Company considers that the credit worthiness of the
borrower has deteriorated such that the recoveg of the whole
or part of an outstanding advance is in serious doubt.
Impairment provisions are alsa raised to cover losses which,
although not specifically identified, are known from experience
to have occurred in the portfalio of loans and receivables at
the balance sheet date. These provisions are adjusted on a
monthly basis by an appropriate charge or reversal of the
provision following an assessment of the loans and
receivables porfolio.

Impairment provisions are determined by modelling the
current exposure, taking into account such factors as duration
and probabilities of default.

i, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the
previously recognised impairment loss shall be reversed in the
income staternent. The amount of reversal shall not rasult in a
carrying amount of the financial asset that exceeds what the
amortised cost would have been had the impairment not been
recognised at the date the impairment is reversed.
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5.4.5 Write-offs

IFRS 9 IAS 38

Write-offs Write-offs

Wholesale loans recognised as loans and advanees to Wholesale toans recognised as loans and advances to
customers on the balance sheet are charged off when it is custemers on balance sheet, are charged off when it is highly

highly certain that & loss has been realised. The determination certain that a loss has been realised. The determination of
of whether to recognise a charge-off inciudes many factors, whether to recognise a charge-off includes many factors,

including the prioritisation of the Company’s ¢laim in irtcluding the prioritisation of the Campany’s claim in
bankruptcy, expectations of the workout/restructuring of the bankruptcy, expectations of the workout/restructuring of the
loan and valuation of the borrower's equity or the loan loan and valuation of the borrower’s equity or the loan
collateral. collateral.

All other financial assets are written off when there is no Al other financial assets are wiitten off when any portion of

reasonable expectation of recovery and the amount of foss the assat is impaired and the amount of loss can be
can be reasonably estimated or when the asset is past due for reasonably estimated or when the asset is past due for a
a specified period. specified period,

5.5 Fee and commission income and expense

The Company earns revenue from providing investment banking, lending and depesit-related services, brokerage servicas and ather
commissions.

investment banking fees

Investment banking revenue includes debt and equity underwriting and advisary fees.

Underwriting fees are recognised as revenue typically upon execution of the client’s transaction, Dabt underwriting fees also include
credit arrangement and syndication fees which are recorded as revenue afier satisfying certain retention, timing and yield criteria.
Advisory fees are recognised as revenue typicaily upon execution of the client’s transaction.

Lending and deposit related fees

Lending-related fees include fees earned from loan commitments, standby letters of credit, financial guarantees, and other loan-
servicing activities. Deposit related fees include fees earned in lieu of compensating balances, and fees earned from performing
cash management activities and other depasit account services. Lending and deposit-related fees in this revenue category
are recognised over the period in which the related service is provided.

Commissions and other fees

The Company acts as a broker, facilitating its clients’ purchase and sale of securities and other financial instruments. it collects and
recognises brokerage commissions as revenue upon occurrence of the client transaction. The Company reports certain costs paid

to third-party clearing houses and exchanges net against commission revenue.

Fee and commissions obtained through Firm atiribution agreements are recognised when the underlying contract becomes legally
binding or at the agreed due date if later.

5.6 Dividend recognition

Dividend income is recognised when the right to receive payment is established. Dividends in the form of non-cash assets are
recognised at their fair values by the tfransferee and derecognised at their book value by the transferor. Where the asset received
is an investment in the share capital of an entity, the fair vaiue is determined by the market value of the underlying net assets and
businesses of the investee, unless the transaction is & combination of businesses under common control where predecessor
accounting is applied (refer note 5.15).

Dividend distributions are recognised in the period in which they are declared and approved.
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5.7 Fair value

Fair vaiue is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date.

Fair values are determined by reference to observable market prices where avaifable and reliable. Fair values of financial assets
and financial Habilities are based on quoted market prices or dealer price quotations for financial instruments traded in active markets,
Where market prices are unavailable, fair value is based on valuation models that consider relevant tfransaction characteristics (such
as maturity} and use as inputs observable or unobservable market parameters, including but not limited to vield curves, interest
rates, volatilities, equity or debt prices, foreign exchange rates and credit curves. Valuation adjustmenis may be made to ensure
that financial instruments are recarded at fair value.

For financial assets and liabilities held at fair value, most market parameters in the valuation modei are either directly ebservable
or are implied from instrument prices. When input values do not directly correspond to the most actively traded market parameters
the model may perform numerical procedures in the pricing such as interpolation.

The Company classifies its assets and liabilities according to a hierarchy that has been established under IFRS for disclosure of fair
value measurements. The fair value hierarchy is based on the transparency of inputs to the valuation of an asset or liability as of
the measurement date. The fair value hierarchy gives the highest priority to quoted prices (unadjusted) in active markets for identical
assets or liabilities (leve! 1) and the lowest priarity to unobservable inputs (level 3 inputs).

Afinancial instrument’s categorisation within the fair value hierarchy is based on the lowest level of input that is significant to the fair
value measurement,

Further details on fair value measurements are provided in note 32 to the financial statements.

5.8 Recognition of deferred day one profit and loss

The Company enters into transactions where fair value is determined using valuation modeis for which not all inputs are market
observable prices or rates. Such a financial instrument is initially recognised at the transaction price, although the value obtained
from the relevant valuation model may differ. The difference between the transaction price and the model value, commonly referred
to as 'day one profit and loss', is not recognised immediately in the income statement when based on significant unobservable inputs.
The timing of recognition of deferred day one profit and loss is determined for each class of financial assaet and liabifity. i is either
amortised over the life of the transaction, deferred until the instrument's fair value can be determined using market observable inputs,
or realised through settiement. The financial instrument is subsequently measured at fair value, adiusted for the deferred day one
profit and loss.

5.8 Derecognition of financial assets and financial liabilities

Financial assets are derecognisad when the contractual right to receive cash fiows from the asset has expired, or has been transferred
with either of the following conditions met:

a) the Company has transferred substantially ali the risks and rewards of ownership of the asset; or

b) the Company has neither retained nor transferred substantially all of the risks and rewards; but has relinquished cantrol of the
asset,

Financial lizhilites are derecognised when they are extinguishad, that is when the cbligation is discharged, cancelied or expires.
The Company alsc from time to time enters into certain ‘pass-through' arrangements whereby contractual cash flows on a financial
asset are passed to a third party. Such financial assets are derecognised from the balance sheet if the terms of the arrangement

oblige the Company to only pass on contractual cash flows o the third party that are actually received without material defay, and
where the terms of the arrangement aiso prohibit the Company from seliing or pledging the underlying financial assat.
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5.10 impairment of non-financial assets

Nen-financial assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less costs of disposal
and value in use. For the purposes of assassing impairment, assets are grouped at the lowest lavels for which there are largely
independent cash inflows (cash-generating units). Prior impairments of non-financial assets (other than goodwill) are reviewed for
possible reversal at each reporting date.

5.11 Securities purchased under agreement to resell and securities sold under agreement to repurchase

Securities purchased under agreements to reseli the securities to the counterparty, and securities sold under agreements to
repurchase, are treated as collateralised lending and borrowing transactions respectively. The consideration for the transaction can
be in the form of cash or securities. If the consideration for the purchase or sale of securities is given in cash the transaction is
recorded on the balance sheet within securities purchased/sold under agreement to resell/repurchase. Ifthe consideration is received
or given in the form of securities the transaction is recorded off balance sheet. The difference between the sales and repurchase
price is treated as interest and accrued over the life of the agreements using the effective interest methad.

5.12 Securities borrowed and securities loaned transactions

Securities borrowed and securities loaned are recorded at the amount of cash coliateral advanced or received. Securities borrowed
and securities loaned transactions require the borrower to depaesit cash, letters of credit or other coliateral with the lender. If the
cansideration is receivad or given in the form of securities the transaction is recorded off balance sheet. Fees received or paid in
cannection with securities borrowed and loanad are treated as interest income ar interest expense and accrued over the life of the
transaction using the effective interest rate method.

5.13 Offsetting financial assets and liabilities

Financial assets and financiat liabilities are offset and the net amount reparted in the balance sheet when there is currently a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or to realise the asset and settle
the liability simultaneously. The legally enforceable right must not be contingent on future events and must be enforceable in the
nommal course of business and in the event of default, insalvency or bankruptcy of the Company or the counterparty.

5.14 Investments in JPMorgan Chase undertakings

Investments in JPMorgan Chase undertakings are stated at cost less impairment. Where the investments in the share capital of
JPMargan Chase undertakings are acquired by way of a dividend in kind, these are initially recognised at fair value, unfess the
transaction is a combination of business under common control where predecessor accounting is applied {refer to note 5.15).
Investments in JPMorgan Chase undertakings are subsequently measured at cost less provision for impairment.

§.15 Business combinations
3 Combination of businesses
Business combinations are accounted for by applying the acquisition method of accounting.

The costof a business combination is the fair value of the consideration given, liabilities incurred or assumed and of equity instruments
issued plus the costs directly attributable to the business combination. Where controlis achievad in stages, the costis the consideration
at the date of each transaction.

On acquisition of a business, fair values are attributed to the identifiable assets, liabifities and contingent liabiliies unless the fair
value cannot be measured reliably, in which case the value is incorporated in goodwill. Where the fair value of contingent liabilities
cannot be reliably measured they are disclosed on the same basis as ather contingent liabilities.

Goodwill recognised represents the excess of the fair value and the directly attributable costs of the purchase consideration over
the fair values to the Firm’s interest in the identifiable net assets, liabilites and contingent liabilities acquired.

W, Combination of businesses under commaon control

Predecessor accounting is applied to transfers of businesses between entities under common control, where all combining entities
are controlled by the same entity before and after the business acquisition. Assets and lizbilities are recognised at their predecessor
carrying amaounts (i.e. the carrying amounts of assets and liabilities in the books and records of the transferor priar to the transfer)
with no fair vafue adjustments. Any difference between the cost of acquisition and aggregate book value of the assets and liabilities
on the date of transfer of the business is recognised as an adjustment to equity. As a rasult, no gosdwill is recognised fram the
business combination.
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5.16 Cash and cash equivalents

Cash and cash equivalents inciude cash and balances at banks and loans and advances to banks with maturities of three months
or less.

5.17 Current and deferred income tax

income tax payable on taxable profits (current tax) is recognised as an expense in the period in which the profits arise. Income tax
recoverable on tax aflowable losses is recognised as a current tax asset only to the extent that it is regarded as recoverable by offset
against taxable profits arising in the current or prior period. Current tax is measured using tax rates and tax laws that have been
enacted or substantively enacted at the balance sheet date.

Deferred tax is provided in full, using the liability method, on temporary differences arising from the differences betwean the tax
bases of assets and liabilities and their carrying amaunts in the financial statements. Deferred tax is determined using tax rates and
legislation enacted or substantively enacted by the balance sheet date, which are expected to apply when the deferred tax asset is
realised or the deferred tax liability is settled. Deferred tax assets and liabilities are only offset when there is both a legat right and
an intention to seftle on a net basis, Current tax and deferred tax are recognised directly in equity if the tax relates to items that are
recognised in the same or a different period in equity.

5.18 Provisions and contingent liabilities

Pravisions are recegnised when the Company has a present legal or constructive obligation as a result of past events, it is probable
that an outflow of economic benefits will be required to settle the obligation, and a reliable estimate of the amount of the obligation
can be made.

Acontingent liability is a possible obligation that arises from past events and whose existence wilt be confirmed only by the occurrence
or non-occurrence of ane of more uncertain future events not wholly within the control of the Company, or a present cbligation that
arisas from past events but is not recognised because either an outflow of economic benefits is not probable or the amount of the
obligation cannat be reliably measured. Contingent liabilities are not recognised in the financial statements; however disciosure is
made unfess the probability of settlement is remote.

5.19 Pensions and other post-retirement benefits

The Company cperates both defined benefit and defined contribution schemes for its employees. The Company also operatas
defined benefit and defined contribution schemes for employaes in the Eurapean branches.

i. Defined contribution scheme

Adefined contribution plarn is a pension plan under which the Company pays fixed contributions into a separate entity. The Company
has no legal or constructive obligations to pay further contributions if the fund does nat hold sufficient assets to pay all employees
the benefits relating to employee service in the current and prior periods. Obligations for contributions to defined contribution pension
plans are recognised as an expense and charged to the income statement on an accruai basis.

i, Defined benefit scheme

For defined benefit schemes, the service cost of providing retirement benefits to employees during the year is charged to the income
statement in accordance with [AS 18 'Employee benefits’. The pension costs are assessed based on the advice of qualified actuaries
so as to recognise the full cost of provision of contracted pension benefits over the period of employees’ service lives.

The defined benefitschemes' liabilities are measured on an actuarial basis and scheme assets measured attheir fair vaiues separately
for each plan. Any surplus or deficit of scheme assets over liabilities is recognised on the balance shest as an asset (surplus) or
liability {deficit). The current service cost and any past service costs together with the expected return on scheme assets less the
unwinding of discount on the scheme liabilities is charged to the income statement. Actuarial gains and losses are recognised in full
in the pariod in which they occur in other camprehensive income and presented in equity in the periad in which they oceur.

5.20 Share-based payment awards

Share-based payment awards may be made to employees of the Company under the Firm’s incentive awards schemes. The fair
value of any such shares, rights to shares or share options is measured when the conditional award is made. This value is recognised
as the compensation expense to the Company aver the period to which the performance criteria relate together with employer's
social security expenses or other payroll faxes. All of the awards granted are equity settled. The Company estimates the level of
forfeitures and applies this forfeiture rate at the grant date.

Additionally, the conditions that must be satisfied before an employee becomes entitled to equity instruments under the Firm's
incentive programs is taken into consideration, The Firm's Retirement Eligibility rules for restricted stock awarded as part of incentive
programs require the accelaration of the amortisation of the award such that the award is fully expensed at the time the retirement
eligibility comes into force.
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6. Segmental analysis

The Company is not in scope of IFRS 8 'Operating segments’ and therefore has not provided any segmental analysis. The Company
has one class of business, the provision of international Carporate and Investment Banking services within Eurape, the Middle East
and Africa ("EMEA"). The Company cperates six branches outside of the UK, but these do not generate material revenues.

7. Interest income and expense and simiiar income and expense

Interest incorme and interest expense includes the current-period interest accruals within interest income or interest expense, as
applicable.

Details of interest income and interest expense were as follows, including similar income and expenses:

2018
$'000
IFRS 9

Interest income on financial iInstruments at amortised cost and FVYOCH
Loans and advances fo banks 265,497
Loans and advances to customers 114,554
Securifies purchased under agreements to resell 185,540
Other () 1,002,420
Total interest income on financial instruments at amortised cost and FVOCI 1,568,011
Other similar income
Financial assets at fair value through profit and loss 1,800,806
Securities purchased under agreements to rese!l measured at fair value through profit or lass 1,817,925
Securities borrowed 259,467
Total other similar income 3.975,198
Totat Interest and similar income 5,546,209
Interest expense on financial instruments at amortised cost
Amounts owed to JFMorgan Chase undertakings 2,171,561
Other (a 528,120
Total interest expense on financlal instruments at amortised cost 2,699,681
Other simiiar expense
Financial Kabililites at fair value through profit and loss 866,493
Securities sold under agreements to repurchase 977,048
Securities toaned 545 B47
Total other similar expanse 2,389,386
Total interest and similar expense 5,089,087

(a) Other similar income is interest income on colfateral, and eustomer receivables. Other similar expenses are interest charges on customer
payabies.
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Interest income and expense and similar income and expense with JPMorgan Chase undertakings:

2018
$'000
IFRS 8
interest income on financial instruments at amortised cost and FVOG]
Loans and advances to banks 119,481
Securities purchased under agreements 1o resell 185,540
Other 626,610
Total interest iIncome on financial instruments at amortised cost and FVYOCI 931,641
Other similar income
Becuritles purchased under agreements ta resell measured at falr value through profit or loss 354,968
Securities borrowed 230,311
Total other similar income 585,279
Total interes! and similar income 1,516,910
Interest expense on financial instruments at amortised cost
Amounts owed to JPMorgan Chase undertakings 2,171,551
Other 10,883
Total interest expense con financial instruments at amortised cost 2,182,444
Other simitar expense
Securities soid under resale agreement 512,110
Securities loaned 94,040
Total other similar expense 606,150
Total interest and simiiar expense 2,788,534
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2017
$'000
1AS 38
interest income
Financial assets held for trading 1,733,937
Securities purchased under agreements {o reselt 1,416,186
Securities borrowed 97,034
Other 722,411
Total interest income 3,868,568
interest expense
Financial labifities held for trading 883,384
Securifies sold under resale agreement 686,069
Securities loaned 379,010
Other 1,245,144
Total interest expense 3,193,607
Interast income and interest expense include the foliowing amounts with JPMorgan Chase undertakings:
2017
$'000
I1AS 39
Interest income
Securities purchased urder agreements {o resel! 394,500
Securilies borrowad 129,380
Other 340,333
Total interest income 854 213
Interest expense
Securities sold urer resale agreement 218,379
Securities loaned 68,553
Other 1,062,128
Total interest expense 1,348,060
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8. Fee and commission income

Fee and commission income consists of the following non-interest revenue streams of investment banking, lending and depoesit
related fees and commissions and other income,

The following table presents the components of these fees:

2018 2017
$'000 $'000
Investment banking fees
Underwriting
Equity 391,516 416,508
Debt 540,315 567,057
Total underwriting 931,831 883,565
Advisory 617,658 85,095
Total investment banking fees 1,549,489 1,068,660
Lending and deposit related fees
Lending related fees 27 981 24,285
Total lending and deposit related fees 27,9814 24,285
Commissions and other fees
All other commissions and fees - with JPMorgan Chase undertakings 1,791,742 1,730,873
Total commissions and other fees 1,791,742 1,736,873
Other fee and commission income 79,679 39,105
Total fee and commission income 3,448,891 2,863,023

9. Expected credit loss on loans and advances to customers, and lending related commitments

2018
$£'000
Expected credit loss on loans and advances {o customers
Expected credit loss balance as af 1 January 2018 128,076
fmpairment write off (75.612)
Decrease In expecled credit loss during the year {31,443)
Ciosing expected credit loss provision on loans and advances to customers as at 31 December 220621
Expected credit loss on lending related commitments
Expected credit loss balance as at 1 January 2018 2,033
Increase in expacted credit loss during the year 4,187
Closing expected credit loss provision on lending related commitments as at 31 December 6,220
Expected credit loss decrease {27,258)
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10. Impairment reversal

2017
$'000
Allowance for foan losses
Opering batance as at 1 January 2,733
{Cecrease)Increase during the year 127,251
Impairment write off (28,789}
Closing balance as at 31 December 101,195
Allowance for iending-related commitments
Cpening batance as at 1 January 380
(Decrease)fincrease during the year 20,226
Closing balance as at 31 December 20,606
Net impairment increase 147,477
14. Other impairment
2018 2017
$'000 $'000
Write down of investments in JPMorgan Chase undertakings
Opening balance as at 1 January 117,359 117,359
Increase during the year 4,196,609 —
Closing balance as at 31 Decembher 1,313,968 117,355
Further detail on the increase included in note 23,
12. Directors' emoluments
2018 2017
$'000 $'000
Emoluments 5425 2.004
Total contributions {o a defined contribution plan 15 9
Taotal value of fong term incentive pians for alt directors 58 27
Compensation to non-executive directors 540 773
Number of directors who exercised share gptions — 2
Number of directors with shares received or receivable under LTiPs
Number of directors to whom defined contribution pension rights accrued 4

In accordance with the Companies Act 2006, the directors' emoluments above represent the proportion paid or payabie in respect
of qualifying services to the Company. Directors afso received emoluments for non-qualifying services, which are not reguired to

be disclosed.
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Highest paid director

The emoluments (excluding amounts paid or due to directors under long-term incentive plans ("LTIP's") and the value of share options
granted or exercised by directors) of the highest paid director were $2,167 386 (2017; $859,962).

The contribeition to the defined contribution scheme for the highest paid director during 2018 was $3,852 (2017: $9,810). The highest
paid director did not exercise share aptions during the year (2017 nil). During the year, no shares were raceived or are receivable
by the highest paid director under lang-term incentive plans (2017 nil). Areview of emoluments identified that time spent by Directors
on subsidiaries of the Company had not been disclosed. Prior year amounis have been adjusted to conform with current year
presentation, resulting in prior year emoluments increasing by $529 thousand.

13. Profit on ordinary activities before taxation

2018 2017

§'a00 $'000
Profit on erdinary aclivilies before taxation is stated after charging:
Depreciation of tangible fixed assels 1,495 1,760
Auditors' remunaration for the audit of the Company's annual financial statements 3,525 2,874
Audit-related assurance services 1,820 2,168
Wages and salaries 1.012,464 88z 633
Social security costs 192,261 215222
Other pension and benefils cosis 75,118 €6,270
Share-based awards 381,872 309,688

The average manthly number of persons providing services to the Company during the year was 2,229 (2017: 1,959). The average
monthly nurnber of staff employed by the European branches during the year was 267 (2017: 241}, of which 2 are in the Commiercial
Bank, 263 in the Corporate and Investment Bank and 2 in the Corporate sectar. All London based employees are in Corporate and
investment Banking.

There were no material gains or losses from the disposal of amorised cost assets during the year.

14. Tax on profit on ordinary activities

2018 2017
{a) Analysis of tax charge for the year $'000 $'000
Current taxation
UK Corporation tax on profit {or the year 583,411 960,531
Overseas taxation 381,012 322,719
Less: Douhte tax ralief {363,665) (289,736}
Adjustments in respect of previcus years 13,780 (61,266)
Current tax expense for the year 1,024 538 832,248
Deferred tax (note 15):
Origination and reversal of temporary differences (51,515) 14,825
Adjustment in respest of previous year 14612 18,341
Effect of rale change on opening balance 5,209 (2,824)
Deferred tax credit for the year {31,684) 31,342
Totat tax expense for the year 982 B44 963,580
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14. Tax on profit on ordinary activities (continued)
{b) Factors affecting the current tax charge for the year

The current tax charge for the year differs from the standard rate of corporation tax in the UK including banking surcharge (27.00%).
The differences are explained below:

2018 2017

$'000 $'000
Profit on ordinary aclivities before taxation 4,352,431 3,599,045
Profit on ordinary activities before taxation muitiplied by standard rate of corparation tax in UK of
27.00% (2017 27.25%). 1,177,856 980,741
Effects of:
Non-deductible expenses . 343,865 9,101
Income not {axable {24,084) (14.827)
Transfer pricing adjustments {12,548) 18,233
Dividend income (540,000) —_—
Adjustments in respect of previous years 28,391 (41,824)
Group relief claimed for nil consideration (752) (25,956}
Foreign taxation suffered 17,347 32,983
Impact of change in rate on deferred tax 2,679 5,239
Total tax expense for the year 992,844 963,590
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15. Deferred tax

The analysis of deferred tax assats and deferred tax lizbilities is as follows:

2018 2017
$'000 $'000
Deferred tax assets:
Ceferred tax assets to be recovered after more than 12 months 75,470 104,605
Deferred tax asset to be recoverad within 12 months 44,394 40,300
119,864 144,805
Deferred tax liabitities:
Deferred tax liabliity to be reversed after more than 12 months (11,286) (39,075)
Deferred tax liability to be reversed within 12 months (10,119) {1,196)
Deferred tax asset (net) 98,459 104,634
The gross movement on the deferred income tax account is as follows:
2018 2017
$'000 $'008
As at 1 January 104,634 135,734
Depreciation ins excess of capital allowances (387} {167)
Deferral of share-based payments (11,522) 7,790
Other adiustment 5,734 {38,723}
As at 3t December GR 459 104,634

The movement in deferred income tax assets and liabilities during the year, without taking into consideration the offsetting of bafances
within the same tax jurisdiction, is as follows

Accelerated

capital Share-based
Deferred tax assat allowances payments Other Total
5000 $'000 $'000 $'000
At 1 January 2017 3,087 106,325 27,342 135,734
(Charged)/credited to the income stalement {167) (3.801%) (27,374} {31,342}
Credited directly to equity o 11,581 —— 11,591
Credited directly 1o other comgrehensive income — e {11,349) (11,345)
At 31 December 2017 2,900 113,115 (11,381} 104,634
(Charged)/crediied to the income staternent (387) 22,389 9,682 31,694
Credited directly to eguity o {33,921) — {33.921)
Credited directly to other comgrehensive income — e {3,948} {3,948}
At 31 December 2018 2,513 101,593 (5.647) 98,459
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16. Loans and advances to banks

2018 2017
$'000 $'000
IFRS 9 [AS 38
Loans and advances to banks
Amortised cost 9,690,343 9,812,066

Included within loans and advances to banks is $6.5 billion (2017: $7.1 billion} held with JPMorgan Chase undertakings.

The Company maintains certain client money balances which principally arise where it acts on behalf of its clients as a clearing
member for derivatives that are cleared through central counterparties. The Company has considered its rights and obligations
relating to funds belonging to clients that are held subject to client maney protection under the Client Assets Sourcebock, with banks,
exchanges and clearing houses, and concluded that such amounts should not be recognised on balance sheet Therefore, client
money assets amounting to $13 5 billion (2017: $13.8 billion) have been derecognised from the Company's balance sheet, $4.3
bitlion (2017: $7.0 billion} from loans and advances to banks and $9.1 billion (2017: $7.2 billion) from debtors respectively.

17. Loans and advances to customers

The Cempany's loan portfolio is within the wholesale loan segment. Wholesale loans include leans made o a variety of customers,

such as farge corporates and institutional clients.

2018 2017
$'000 $'000
IFRS 5 1AS 39

l.oans and advances to customers
Amortised cost 832,751 2713517
FVOCI 1,343,178 —
2,175,929 2,713.517

Expected credit loss impairment

Amortised cost (3,984) —_—
VOCK (18,027} e
(22.621) —
2,153,908 2,713,517

The credit quality and analysis of concentration of ioans and advances to customers is managed within the Firm's Credit Risk

Management function, refer to the Strategic report.

2018 2017

$000 $'000

IFRS 9 1A% 39

Loans and advances to customers 2,175,829 2713517
Expecied credit loss impairment {22,021) —
Provision for impairment — {129,584)
Impairment write off o 28,789
2,153,908 2,612,322
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18, Securities financing activities

JPME pleenters into resale agreements, repurchase agreements, securities borrowed and securities loaned transactions (collectively,
“securities financing agreements”) primarily to finance the Company's inventory positions, acquire securities to cover short positions,
accommodate customers’ financing needs, and settle other securities obligations,

Securities purchased and securities sold under agreements to reselifrepurchase and securities borrowed and securities loaned
transactions are generally carried at the amount of cash coliateral advanced or received.

Secured financing {ransactions expose the Company to credit and liquidity risk. To manage these risks, the Company monitors the
vatue of the underlying securities (predominantly high-quality securities collateral, including government-issued debt and agency
martgage-backed securities) that it has received from or provided to its counterparties compared to the value of cash proceeds and
exchanged collateral, and either requests additional coliateral or returns securities or collateral when appropriate. Margin levels are
initially established based upon the counterparty, the type of underlying securities, and the permissible collateral, and are manitored
on an ongaing hasis.

In resale agreements and securities borrowed fransactions, the Company is exposed to credit risk to the extent that the value of the
securities received is less than initial cash principal advanced and any collateral amounts exchanged. In repurchase agreements
and securities loaned transactions, credit risk exposure arises to the extent that the value of underlying securities exceads the value
of the initial cash principal advanced, and any collateral amounts exchanged.

Additionally, the Company typically enters into master netting agreements and other similar arrangements with its counterparties,
which pravide for the right to liquidate the underlying securities and any collateral amounts exchanged in the event of a counterparty
default. It is also the Company's policy to take possession, where possible, of the securities underlying resale agreements and
securities borrowed transactions.

Refer to note 33 {or additional information on netting arrangements.

2018 2017
$'000 §'000
IFRS 8 1AS 38
Securities purchased under agreements to resell
Amartised cost 19,132,226 133,586,550
FVTPL 135,852,356 1,799,061
155,084,582 135,385,611
Securities borrowed
Amortised cost — 24,023,176
FVTRL 45,507,924 3,049,423
45,507,924 27,072,559
Securities sold under agreements to repurchase
Amortised cos! — 71,884,545
FVTPL (designated) 91,697,552 3.052,613
91,697,552 74,937,158
Securities loaned
Amortised cost e 12,550,040
FVTPL (designated) 20,646,594 —_
20,646,594 12,550,040
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18. Securities financing activities {continued)

Securities financing transaction balances include the following amounts held with other JPMorgan Chase undertakings:

2018 2017
$'000 $'000
{FRS 2 IAS 35
Securities purchased under agreements to resell
Amortised cost 19,132,226 42,694,037
FVTPL 19,688,598 —~
38,821,824 42,654,037
Securities borrowed
Amoriised cost e 11,761,045
FVTPL 22,739,270 —
22,739,270 11,761,045
Securities sold under agreements to repurchase
Amartised cost — 13,908,031
FVTPL. (designated) 48,176,138 —_—
48,176,138 13,908,031
Securities loaned
Amortised cost — 10,007 640
FVTPL {designated) 17,934,535 —
17,834,535 10,007,640

19. Financial assets at fair value through profit and loss

Within its client-driven market-making activities, the Company transacts in debt and equity instruments and derivatives.

2018 2017

$'000 £'000

IFRS 9 IAS 35

Debt and equity instruments 98,428,567 107,884,885
Derivative receivablies 241,100,870 232,373,718
Loans 425962 —
339,655,398 340,258,613

Financial assets at fair value through profit and loss incfudes $123 billion held with JPMorgan Chase undertakings (2017:$122 billion).
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20. Financial assets designated at fair value through profit or loss

2018 2017
000 $'000
IFRS & IAS 38
Equily instruments - 164,384
Loans e 177,218
— 341,602

21. Debtors
2018 2017
$'000 $'000
Trade debtors 44,339,738 30,394,066
Other debtors 38,460,881 49 252 556
82,800,596 75,646,622

Trade debtors mainly consists of unsettled trades. Other deblors includes $15.8 billion of cash collateral provided on derivatives
{2017 $45.9 billion).

Debtors includes the following batances from JPMorgan Chase undertakings:

2018 2017

$'000 $'000

Trade debtors 24,129,680 13,852,580
Other debtors 13,942,408 28,329,759
38,072,088 43,282,339

Trade debtors with JPMorgan Chase undertakings mainly consists of accounts receivable and unsettled trades. Other debtors
includes $14 billion of cash collateral provided on derivatives (2017; $29 billion).

22, Other assetls

2018 2017

$'000 $'ooo

Deferred taxation 48,459 104,634
Prepayments 5674 5427
Accrued income 716,617 652,028
820,750 762,089
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23. Investments in JPMorgan Chase undertakings

2018 2017
$'000 $000
Investments in JPMorgan Chase undertakings at cost
At 1 January 3,341,207 3,341,267
Write down - see below (1,196,808) o
At 31 December 2,144 598 3,341,207

The receipt of $2.0 billion dividend from wholly owned subsidiary J.P. Morgan Eurape Limited prompted a review of the carrying
amount of the Company's investment in that entity. The investment has been written down by $1.2 billien.

The holdings of the Company are as follows:

Shares
Name Address of subsidiary Principal activity Holding held %
Greenwood Nominees Limited 25 Bank Street, Canary Wharf, Neminee company Direct 100
Lendon, E14 5JP, Engfand
J.P. Morgan Eurcpe Limited 25 Bank Street, Canary Wharf, Banking Birect 160
London, E14 53P, England
Cazenove Group Limited JPMorgan House, Grenville Street, St. #olding company Direct 100
Helier, JE4 BQH, Jersey
J.P. Morgan Prime Nominees Lid. 25 Bank Stree!, Canary Whar, Nominee company Direct 100
London, £14 5JP, England
J.P. Morgan Services LLP 25 Bank Street, Canary Wharf, Dormant company Birect 57
Londen, E14 54P, England
Chase Securities International Limited 25 Bank Street, Canary Wharf, Investment company Indirect 100
Lendon, E14 5JP, England
Chase Internationat Securities (C.1) Limited Forum 4, Grenvilie Street, St. fnvestment company indirect 100
Helier, JE2 4UF, Jersey
Chemical Nominees Limited 25 Bank Street, Canary Wharf, Investment company Indirect 100
London, E14 5JP, England
Cazenove Heldings Limited JPMorgan House, Grenville Street, St Holding company indirect 100
Heliar, JE4 8QH, Jersey
Cazenove IP Limited 25 Bank Street, Canary Whart, Investmant company Indirect 100
l.ondon, £14 5JP, England
JPMorgan Cazenove Holdings 25 Bank Street, Canary Wharf, Holding company Indirect 51
London, Et4 5JP, England
J.P. Morgan Cazenove Limited 25 Bank Street, Canary Wharf, Invesiment company indirect 51
London, £14 5JP, England
JPMorgan Cazenove Service Company 25 Bank Street, Canary Wharf, Service company Indirect 51

London, E14 5JP, England

The above investments are shown at cost less any provision forimpairment. [n the opinion of the directors, the value of the Company's
investment in each subsidiary undertaking is not less than the amount at which it is stated in the balance sheet.

All shares held in the above subsidiaries are ordinary shares.
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24. Unconsotidated structured entities
Structured entities

The Cormpany engages in various business activities with structured entities which are designed to achieve a specific business
purposes. Astructured enlity is an entity that has been designed so that voting or similar rights are not the dominant factor in deciding
who contrals the entity, such as, when any voting rights relate tc administrative tasks only and the relevant activities are directed by
means of other confractual arrangements.

Typically, structured entities have one or more of the following characteristics:

«  aninsufficient ameunt of at-risk equity to permit the entity to finance its activities without additional subordinated financial
support;

+  equity at-risk owners that, as a group, are not able to make significant decisions relating to the entity's activities through
voting rights or similar rights; or
+  equity at-risk owners that do not absorb the entity's losses or receive the entity’s residual returns.

The most comman type of structured entities is a special purpose entity ("SPE™). SPE's are commaonly used in securitisation
transactions in order to isclate certain assets and distribute the cash flows from those assets o investors. The party that has power
to direct the most significant activities of the entity and an expasure to the risks of the entity (together constituting control of the entity)
is required to consolidate the assets and liabilities of the structured entity. The structured entities in which the Company has control
are consolidated inte the parent undertakings of the Company, as set out in note 23 o these financial statemants,

The Company has involvement with various structured entities, established by the Firm or by third parties. These typically inciude
securitisations, credit linked notes ("CLN") and asset swap vehicles.

Residential and commercial mortgage-backed and other asset-based entities: the Company invests in securities generally issued
by third party sponsored structured entities. The Company is not able to make significant decisions relating to the entity's activities
through voting rights or similar rights.

CLN and asset swap vehicles: the Company’s involverment with CLN and asset swap vehicles is generally limited to being a derivative
counterparty. The Company does not provide any additional contractual financial support to the structured entities over and above
its contractual obligations as derivative counterparty, but may also make a market in the notes issued by such structured entities,
although it is under no obligation to do so. As a derivative counterparty the assets held by the structured entities serve as collateral
for any derivatives receivables.

Interest in unconsolidated structured entities

The Company’s interest in an unconsolidated structured entity is considered as the contractual and non-contractual involvement that
exposes the Company to variability of returns from the performance of the structured entity but not deemed a subsidiary,

The following table shows, by type of structured entity, the carrying amounts of the Company’s interest in unconsolidated structured
entities recognised on the balance sheet. The maximum exposure to loss is determined by considering the nature of the interest in
the unconsolidated structured entity. The maximum exposure for loans and securities is reflected by their carrying amounts. The
maximum exposure for derivatives and off balance sheet commitments such as guarantees, liquidity facilities and ioan commitments
is reflected by the notional amounts.

The table also provides an indication of the size of the structured entities, measured by the total assets held in the structured entity.

The carrying amounts do not necessarily reflect the risks faced by the Company, as factors such as economic hedges and effect of
collateral held by the Company are not included.
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24. Unconsolidated structured entities (continued)

interest in unconsolidated structured entities

Financlal assets

Fair value of and liabilities at Loans and
assets held by fair value advances to Other Total
SPE  through profit customers
and loss
31 December 2018 $'000 $'000 $'000 $'000 $'000
Residentiat mortgage-backed vehicles 91,778,882 800,314 800,314
Commercial mortgage-backed vehicles 13,372,402 189,534 185,934
Cther assel-backed vehicles 20,757,983 303,173 303,173
Credit-related notes and asset swap vehicles 56,176,838 1.142,205 1,142,205
Coveared Bonds 53,948,945 125,088 125,055
Commercial collaterafised paper 3,360,147 — —
Cther 6,771,097 645,359 646,359
Total assels 246,166,304 3,207,044 s — 3,207,044
Maximum exposure to loss 246,166,304 3,207.044 — e 3,207 044
Total liabifities — 266,182 — 3,349,427 3615609
Interest in unconsolidated structured entities
Financial assets
Falr value of and Habilities at Loans and
assets held by fair value advances to Other Total
Sp through profit customers
and loss
31 December 2017 $'000 $'000 $'000 $'000 $'000
Residential mortgage-backed vehicles 41,499,967 946,036 e — 946,036
Commercial martgage-backed vehicles 3,326,241 49,690 — — 49,680
Other asset-backed vehicles 34,832,976 450,698 — e 480,698
Credit-related notes and asset swap vehicles 73,776,415 255,094 e — 255,094
Covered Bonds 122,148,567 75,266 — o 75,268
Cther 167,451,600 1,653,563 s - 1,653,563
Tolal assets 443,035,856 3.470.247 e — 3,470,347
Maximum exposure to loss 443,035,856 3,470,347 — e 3,470,347
Total liabilities — 533,309 e e 533,308
25, Financial liabilities at fair value through profit and loss
2018 2017
$'000 $'000
Debt and equity instrumenis 55,228,556 46,215,803
Derivative payables 240,484 339 241,407,618
Other financial liabilities 16,512,205 20,664,645
312,225,100 308,286,068

Financiat liabilities at fair value thraugh profit and loss includes $147 biflion held with JPMorgan Chase undertakings (2017 $186

billion),
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26. Other liabilities

2018 2017

5000 $'000

Trade creditors @ 55,301,485 30,479,035
Other liabilities:

Accruals and deferred incorme 1,857 488 1,766,668

Taxation and social security ® 101,623 311,635

Other © 25,668,487 25,271,893

Total other kabllities 27,727 598 27,350,198

Total trade creditors and other liabilities 83,029,083 57,828,231

(a) Trade creditors predominantly consists of unsettied trades, brokerage fees payable and Habilities in respect of assets transferred but not
derecognised (note 36} and includes $12.5 billion with other JPMargan Chase undertakings (2017: $3.5 bidion). Amounts owed to JPMorgan
Chase undertakings presented on the balance sheetrepresents financing and coliateral arrangements with other JPMorgan Chase underiakings.

() Taxation and social security includes provisions for corporate tax, overseas fax and bank levy.
(cy  Other includes $25.7 billion (2017: $25.2 billion) of cash collateral received related to OTC derivatives,

27. Subordinated liabilities with JPMorgan Chase undertakings

The following loan is unsecured and is subordinated in right of payment to the ordinary creditors, including depasitors, as follows:

Lender Dated interest 2018 2017
$000 $'000

1.55 % above on
4.P. Morgan Capital Holdings Limited 2028 muonth LIBOR 12,000,000 -

The loan is comprised of tier 2 qualifying subordinated netes issued as part of the Firm's strategy to comply with a 'minimum
reguirement for own funds and eligible liabilittes’ ("MREL").
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28. Called-up share capital

2018 2017
$'000 $'000
Issued and fully pald share capital
At 1 January
1.244,343 ordinary shares (2017: 1,039,262) of $10,000 each 12,443,430 18,392,620
0 preferred ardinary shares (2017: 34,648) of $10,000 each —_— 345,480
0 preference shares (2017: 680,685) of $10,000 each — 6,806,850
50,000 ordinary shares (2017: 50,000) of £1.24 each 100 106
2 ordinary shares (2017: 2) of £1 each — —
Movements during the year
205,081 ordinary shares issued of $10,000 sach — 2,050,810
34,648 preferred ordinary shares of $10,006C each — (346.480)
680,685 preference shares of $10,000 each — (6.806.850)
At 31 December
1,244,343 ordinary shares (2017: 1,244,343) of $10,600 each 12,443,430 12,443,430
50,000 ordirary shares (2017 50,000} of £1.24 each 100 100
2 ordinary shares (2017: 2} of £1 each — —
12,443,530 12,443,530
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28, Dividends

No interim dividend (2017 nil) was paid on the ordinary shares of the Company for 2018. No finai dividend was paid or proposed
for 2018 (2017: nil).

As at 11 September 2017, the Company no longer had any preference shares or preferred ordinary shares in issue. In 2017, interim
dividends of $358,303,501 were paid on the preference shares and $6,698,499 on the preferred ordinary shares of the Cempany.

30. Notes to the statement of cash flows

2018 2017
$'000 $'000

Profit before income taxation 4,362,431 3,599,049
Adjustments for:
Depretiation of tangible fixed assets 1,495 1,760
Impairmen{ of investments i JPMorgan Chase undertakings 1,196,609 —_
Other nan-cash movemenits (75,352) {2,554 965)
Operating cash flows before changes in operating assets and liabilities 5,485,183 1,045,844
Changes in operating assels
Decrease in loans and advances 1o customers 456,414 487731
Increase In securities purchased under resale agreements (19,698,871 {4,968,759)
Increase in securities borrowed (18,435,325) (1,241,493}
Decrease/(increase) in financial assets at fair value through profit and loss 644,816 {17.,212,805)
Increase in financial assets designated at fair value through profit or loss — (25,943)
Decrease/(increase) in deblors and other assets (3,147,798} (23,259,302)
Increase in prepayments and accruad income (64,837) {208B,958)

{40,243,701) (46,429,529)
Changes in operating liabilities
Increase in securities sold under repurchase agreements 16,760,394 13,279,887
Increasef{decrease} in securities loaned 8,096,554 {7,583,285)
Increase in financial liabilities at fair value through profit and loss 3,937,032 14,762,322
(Decrease}fincrease in financial Habilities designated at fair value through profit or loss (228,771) 1,465,247
Increase in rade creditors 24,822 451 723,525
(Decrease)ncrease in other liabilities 186,684 1,453,703
Increase in aceruals and deferred income 160,820 167212

53,765,064 24,468,611
Cash generated from/(used in) operating activities 19,006,546 (20,915,074}

The Company maintains certain client money balances which principally arise where it acts on behalf of its clients as a clearing
member for derivatives that are cleared through central counterparties. Loans and advances to banks contain an amount of $379
million {2017: $235 million} placed in a segregated account to allow the Company to make good a shortfall in client money.
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31. Commitments

Lending-related commitments and guarantees

The Company provides lending-related financial instruments (e.g., commitments and guarantess) to mest the financing needs of its
customers. The contractual amount of these financial instruments represents the maximum possible credit risk to the Company
should the counterparty draw upon the commitment or the Company be required to fulfill its obligation under the guarantee, and
should the counterparty subsequently fail to perform according to the terms of the contract. Most of these commitments and guarantees
expire without being drawn or a defauit occurring. As a result, the total contractual amount of these instruments is not, in the Company's

view, representative of its actual future credit exposure or funding reguirements.

2018 27

$'000 $'000
Contractual amount
Unused cemmitments on loans 19,268,787 18,615,564
Standby letters of credit and guarantees 816,742 1,839,881
Total unused lending related commitments 20,115,539 20,455,445
Other unused commitments 1,585,468 2,410,565
Total unused contractual commitments 21,711,067 22,866,010
Expected credit [oss on unused lending related commitments (note 9) 6,220 s

There are ne lending commitments to other JPMorgan Chase undertakings (2017: nil). Other unused commitments consist of certain
guarantees and commitmants associated with the Company’s mermbership in clearing houses. Prior year amounts have been adjusted

to conform with current year presentation.
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32, Assets and liabilities measured at fair value

Fair value

Valuation process

The Cempany carries a portion of its assets and labilities at fair value on a recurring basis,

Fair value is defined as the price that would be received o sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. Fair value is based on quoted market prices or inputs, where available. If listed prices
or quotes are not available, fair value is based on valuation models and other valuation techniques that consider relevant transaction
characteristics (such as maturity) and use as inputs observable or unobservable market parameters, including yield curves, interest
rates, volatilities, equity or debt prices, foreign exchange rates, and credit curves.

The level of precision in estimating unobservable market inputs or other factors can affect the amount of gain or loss recarded for a
particular position. Furthermore, while the Company believes its valuation methods are appropriate and consistent with those of
other market participants, the methods and assumptions used reflect management judgement and may vary across the Company's
businesses and portfolios, The use of different methodologies or assumptions to those used by the Company could result in a different
estimate of fair value at the reporting date.

Risk-taking functions are responsible for providing fair value estimates for assets and liabilities carried on the balance sheet at fair
value. The Firm's valuation confrol function, which is part of the Firm's Finance function and independent of the risk-taking functions,
is responsibie for verifying these estimates and determining any fair value adjustments that may be required to ensure that the
Company's positions are recorded at fair value. The valuation contro! function verifies fair value estimates provided by the risk-taking
functions by leveraging independently derived prices, valuation inputs and other market data, where available.

In determining the fair valug of a derivative portfolio, valuation adjustments may be appropriate te reflect the credit quality of the
courterparty, the credit quality of the Company, and the funding risk inherent in certain derivatives. The credit and funding risks of
the derivative portfolio are generally mitigated by arrangements provided to the Company by JPMorgan Chase Bank, N.A. and
therefore the Company takes account of these arrangements in estimating the fair value of its derivative portfolio.

Valuation model review and approval

If prices or quotes are not available for an instrument or a simitar instrument, fair value is generally determined using valuation models
that consider refevant transaction data such as maturity and use as inputs market-based or independently sourced parameters. The
Model Risk function is independent of the model owners and reviews and approves valuation models used by the Company,

Fair value hierarchy

The Company classifies its assets and liabitities according to a valuation hierarchy that reflects the observability of significant market
inputs. The three levels are defined as follows:

Level 1 - inputs to the valuation methodology are quoted prices {unadjusted) for identical assets or lisbilities in active markets.

Level 2 - inputs to the valuation methodology include guoted prices for similar assets and liabilities in active markets, and inputs
that are observahle for the asset or liability, gither directly or indirectly, for substantially the full term of the financial instrument.

Level 3 - one or more inputs to the valuation methodelogy are unobservable and significant to the fair value measurement.

Afinancial instrument’s categorisation within the valuation hierarchy is based on the lowest level of input that is significant to the fair
value measurement.
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32. Assets and liabiiities measured at fair value (continued)
Valuation methodoiogies

The foliowing table describes the vaiuation methodolcgies used by the Company to measure its more significant products/
instruments at fair value, including the general classification of such instruments pursuant to the valuation hierarchy

Classifications in

Productfinstrument  Valuation methodology, inputs and assumptions the valuation
hierarchy

Equity, debt, and other Quoted market prices are used where available. Lavel 1

securities In the absence of quoted market prices, securities are valued based on: Level 2 or 3

+  Observable market prices for similar securities
= Relevant broker guotes
- Discounted cash flows

In addition, the following inputs to discounted cash fiows are used for the
following products:

Mortgage and asset-backed securities specific inputs:
Collaterat characteristics

+  Deal-specific payment and loss allocations

«  Current market assumptions related to yield, prepayment speed,
conditionat default rates and foss severnty

Derivatives and fully Exchange-traded derivatives that are actively traded and valued usingthe  Level 1
funded OTC exchange price.
instruments
Derivatives that are valued using modsis such as the Black-Scholes option
pricing model, simulation models, or a combination of models, that use Level 2 or 3
chservable or unobservable valuation inputs as well as consadermg the
contractual terms.

The key valuation inputs used will depend on the type of derivative and the
nature of the underlying instruments and may inclute equity prices,
commadity prices, interest rate yield curves, foreign exchange rates,
volatilities, correlations, credit defauit swaps (“CDS") spreads and recovery
rates. Additionaliy, the credit quality of the counterparty and of the Company
as well as market funding fevels may also be considerad.

In addition, the following specific inputs are used for the following
derivatives that are valued based on models with significant unobservable
inputs are as follows:

Structured credit derivatives specific inputs include:

« (DS spreads and recovery rates

+  Credit corrglation between the underlying debt instruments
Equity option specific inputs include:

»  Equity volatilities

«  Equity correlation

+  Equity - foreign exchange ("FX") correlation

+  Equity - interest rate correfation

interest rate and FX exolic options specific inputs include:
« Interast rate spread volatility

« Interest rate correlation

+  Foreign exchange correlation

+  Interest rate - FX correlation

Commodity derivatives specific inputs include:

. Commodity volatility

«  Forward commodity price

Financial instruments  Where observable market data is available, valuations are based on: Levei2 or3
at fair value through - Observed market prices (circumstances are infrequent)
profitand loss -loans . Relevant broker quotes

. Observed market prices for similar instruments

Where observable market data is unavailable or limited, valuations are

based on discounted cash flows, which consider the following:

»  Credit spreads derived from the cost of COS; or benchmark credit

curves developed by the Company, by industry and credit rating
+  Prepayment speed
«  Collaterzl characteristics
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32. Assets and liabifities measured at fair value (continued)

Valuation methodologies {continued)

Productiinstrument

Valuation methodology, inputs and assumptions

Classifications in
the valuation
hierarchy

Loans and advances to
customers and lending-
related commitments

Vatuations are based on discounted cash flows, which consider:

= Credit spreads, derived from the caost of CDS; or benchmark
credit curves developed by the Company, by industry and
credi rating

«  Prepayment speed

Lending-related commitments are valued similar to loans and

refiect the portion of an unused commitment expected, based on

the Company’s average portfolio historical experience, to bacome

funded prior to an obligor default

Pradominantly level 3

Loans and advances to
customers - at FVOCI

Valuations are based on discounted cash flows, which consider:
. Credit spreads

. Future interest payments

. Repayment of principal

Prepayments and defaults are modelled deterministically and
discounted to today

tevel 3

Securities financing
agreements

Valuations are based on discounted cash flows, which consider:

. Derivative features. For further information refer to the
discussion of derivatives above

. Market rates for the respective maturity
. Collateral characteristics

Level 2

F-88



J.P. MORGAN SECURITIES PLC

Notes to the financial statements (continued)

32. Assets and liabilities measured at fair value {continued)

Assets and liabiiities measured at fair value en a recurring basis

The following tabfe presents the asset and Habilities reported at fair value as of 31 December 2018 and 2017, by major product

category and fair value hierarchy.

Level 1 Levet 2 Level 3 Total
$000 $'000 $'000 $'000
At 31 December 2018
Securities financing agreements;
Securities purchased under agreements io resell — 135,952,356 — 135,952,356
Securities borrowed o 45,507,524 — 45,507,924
Financial assets at fair value through profit and loss:
Debt and equity instruments 49,954,944 46,786,915 1,686,704 98,428,567
Derivative receivables 182,811 235,481,628 5436,423 241,100,870
Loans e 102,082 323,870 425,562
Financlal assets held at FVOCE
Loans o —_ 1,325,151 1.325,151
Total financial assets 50,137,755 463,830,827 8,772,148 522,740,830
Securities financing agreemants:
Securities sold under agreements {o repurchase — 91,697 552 — 91,697,552
Securities loaned e 20,646,594 — 20,646,584
Financial liabilities at fair value through profit and loss:
Debt and equity insfruments 38,760,355 16,452 579 15,581 56,228,556
Derivalive payables 237,238 228,896,761 11,350,338 240,484,339
Other financia! liabilities — 9,135,324 7,358,136 16,453,460
Eg:pcial tiabilities designated at fair value through profit or
Bebt and equity instruments i 1,236,476 e 1,236,476
Other liabilities:
Deposits — 18,745 e 18,745
Total financial liabilities 38,997,635 368,084,031 18,724,056 425,805,722
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32. Assets and liabilities measured at fair value (continued)

Assets and liabilities measured at fair value on a recurring basis {continued)

Level 4 fevel 2 Level 3 Total
$'c00 $'000 $000 $'000
At 31 December 2017
Securities financing agreements:
Securities purchased under agreements fo resell — 1,798,061 — 1,759,061
Securities borrawed - 3,049,423 — 3,049,423
Financial assets at fair value through profit and loss:

Debt and equity instruments 50,259,349 56,288,802 1,336,743 107,884,894

Detivative receivabies 158,218 228,171,775 4,043,726 232,373,719
Financial assets designated at fair value through profit or loss:

Debt and equity instruments e — 341,602 341,602
Total financial assets 50,417,567 289,309,061 5,722,071 345,448,699
Securities financing agreements:

Securities sold under agreements o repurchase e 3,052,613 — 3.052,613
Financial Hlabllities at fair value through profit and loss:

Cebt and equity instruments 32,709,118 13,505,976 712 46,215,808

Derivative payables 543,061 234,225,800 6,638,758 241,407 619

Other financial liabilities — 13,671,674 6,992,969 20,664,643
i-;lg:pclal liabilities designated at fair value through profit or
Debt and equity instruments e 1,465,247 o 1,465,247
Other Habilities:

Depaosits - 108,101 o 108,101
Total financial Habilities 33.252.179 266,029,411 13,632,439 312,914,029
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32. Assets and liabitities measured at fair value {continued)
Assets and liabilities measured at fair value on a recurring basis {continued)
Level 3 valuations

The Firm has established welt structured processes for determining fair value, including for instruments where fair value is
estimated using significant uncbservable inputs {eve! 3).

Estimating fair value requires the application of judgement. The type and level of judgement required is iargely dependent on
the amount of cbservable market information available to the Company. Far instruments valued using internaily developed
valuation models and other valuation technigues that use significant unobservable inputs and are therefore classified within level
3 of the fair value hierarchy, judgements used to estimate fair value are more significant than those required when estimating
the fair value of instruments classified within levels 1 and 2.

In arriving at an estimate of fair value for an instrument within level 3, management must first determine the appropriate valuation
model or other valuation technigue to use. Second, due to the lack of observability of significant inputs, management must
assess all relevant empirical data in deriving valuation inputs including, transaction details, yield curves, interestrates, prepayment
speed, default rates, volatilities, correlations, equity or debt prices, valuations of comparable instruments, foreign exchange
rates and credit curves.

The following table presents the Company’s primary level 3 financial instruments, the valuation techniques used to measure the
fair value of those financial instruments, the significant unabservable inputs, the range of values for those inputs and, for certain
instruments, the weighted averages of such inputs. While the determination to classify an instrument within leve! 3 is based on
the significance of the urcbservable inputs to the overall fair value measurement, level 3 financial instruments typically include
observable components (that is, components that are actively quoted and can be validated to external sources) in addition to
the uncbservable components.

The range of values presentad in the table is representative of the highest and lowest level input used to value the significant
groups of instruments within a product/instrument classification. Where provided, the weighted averages of the input values
presented in the table are calculated based on the fair value of the instruments that the input is being used to value,

tn the Company's view, the input range and the weighted average value do not refiect the degree of input uncertainty or an
assessment of the reasonableness of the Company’s estimates and assumptions. Rather, they reflect the characteristics of the
various instruments held by the Company and the relative distribution of instruments within the range of characteristics. For
example, two option contracts may have similar levels of market risk exposure and valuation uncertainty, but may have significantly
different implied volatility levels because the option contracts have different underlying’s, tenors, or strike prices.

The input range and weighted average values will therefare vary from period-to-period and parameter-to-parameter based on
the characteristics of the instruments held by the Company at each balance sheet date.
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32, Assets and liabilities measured at fair value {continued)

Level 3 valuations (continued)

Principai
Net fair valuation Range of input  Weighted
Productfinstrument Asset Liability value technigue Unobservable input vajues average
31 Decamber 2018 $'000 $'000 $'000
Debt and equity instruments
and loans 3,335,725 {15,581} 3,326,144
Corporate debt securities and Market Price $0-3107 $57
other comparabies
Residential mortgage-backed Discounted  Yield 0% - 19% 6%
securities and loans cash flows Prepayment speed 0% - 24% 9%
Conditional default rate 0% - 8% 1%
Loss severity 0% - 100% 6%
Commercial mortgage-backed Market Frice $0- 3103 590
securities and loans comparables
Loans through FVOCH Discourded  Credit spreads Sbps - B17bps 77hps
cash flows Ulilisation given default 0% - 100% 33%
CDS recovery rate 20% - B0% 37%
l.oan recavery rate 25% - 90% 52%
Loans at fair value Discounted  Yield 8% 8%
cash flows

Derivatives
Net interest rate derivatives

Net eredit derivatives

Net foreign exchange
derivatives

Net equity derivatives

Net commodity derivatives

5,436,423 (11,350,339 (5,913,816}

Option
pricing

Discounled
cash flows

Discounted
cash fiows

Market

comparabies

Option
pricing
Discounted
cash fiows
Cption
pricing

Cpticn
pricing

interest rate spread
volatility

Interest rate correlation
Intergst rate - FX
correlation

Prepayment speed

Credit correlation
Credit spread
Recovery rate
Conditional defauit rate
Loss severity

Price

interest rate - FX
coerrelation

Prepayment speed

Equity volatility

Equity correlation
Equity - FX gorreiation
Equity - interest rate
carrelation

Forward commadity
price

Commadity volatility
Commodity correlation

16bps — 38bps
(45)% — 97%
45% - 60%
4% - 30%

25% ~ 55%

10bps - 1.487bps

20% - 70%
3% -72%
100%

§1-5115
(45)% ~ 60%
B% - 9%

14% - 57%
20% - 98%
(75)% - 61%
20% - 60%

338 - $56 per
barral

5% - 68%
(519%) - 95%

Other financial liahitities -

(7,358,136) {7,358,136) Option

pricing

interest rate spread
volatility

Interest rate comelation
Interest rate - FX
correiation

Equity correlation
Equity - FX correlation
Equisr - interest rate
correlation

16bps - 38bps

(45)% ~ 87%
(45156 - 60%

20% — 98%
(75%) - 61%
20% - 50%

Totat

8,772,146 (18,724,056) (9,951,508)
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32. Assets and liabilities measured at fair value (continued)

Level 3 valuations {continued)

Principal
- Net fair Range of input  Weighted
Product/instrument Asset Liabtfity value  valuation Unochservahle input valuas average
technigue
At 31 December 2017 $'000 $'000 $'000
Debt and equity instruments 1,678,345 (712) 1,677,633
Corporate debt securities and Market Price $3- 8111 $82
ather comparables
Residential morigage-backed Discounted  Yield 3% - 16% 6%
securities and loans cash flows Prepayment speed 0% - 13% 5%
Conditional default rale 0% - 5% 1%
L.oss severity 0% - B4% 3%
Commetcial morigage- tarket Price 50- %100 504
backed securities and loans comparables
Loans Market Price $4 - 5103 $84
comparables
Derivatives 4,043,726 (6,638,758) {2,595012)
Net interest rate derivatives Qption Interest rate spread 27bps - 3Bbps
pricing volatifity
interest rate correlation  (50)% ~ 98%
Interest rate - FX B60% - 70%
correlation
Discounted  Prepayment speed 0% - 30%
cash flows
Net credit derivatives Discounted  Credit correlation 40% — 75%
cash flows Credit spread 6bps - 1,.488bps
Recovery rate 20% - 70%
Yield 1% - 20%
Prepayment speed 4% - 21%
Conditional defauit rate 0% - 100%
Loss severity 4% - 100%
Market Price $10- %98
comparables
Net foreign exchange Option Interes! rate - FX (50)% — 70%
derivatives pricing correlation
Discounted Prepayment speed 7%
cash flows
Net equity derivatives Option Equily volatility 20% - B5%
pricing Equity correlation 0% - B5%
Equity - FX correlation  (50)% - 30%
Equity - inferest rate 10% - 40%
correlation
Net commoedity derivatives Option Forward commodity $54 — 568 per
pricing price barrel
Cammodity volatility 5% - 46%
Commodity correfation  (40%) - 70%
Other financiat liabilities —r (6,992,969 (6,992,969) Option interest rate spread 27bps ~ 38bps
pricing volatitity
Interest rate correlation  (50)% — 98%
Interest rate - FX (50)% - 70%
carrelation
Equity correlation 0% -~ 85%
Equity - FX correlation  (50%) - 30%
Equity - interest rate 10% - 40%
correlation
Total 5,722,071 (13,532,438} (7,910,368)

The categories presented in the table have been aggregated based upan the preduct type, which may differ from their classification
on the balance shest and fair vaiues are shown net.
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32. Assets and liabilities measured at fair value {continued)
Changes in and ranges of unobservable inputs

The foliowing discussion provides a description of the impact an a fair value measurement of a change in each unobservable
input in isolation, and the interrelationship between unobservable inputs, where relevant and significant. The impact of changes
in inputs may not be independent as a change in one uncbservable input may give rise to a change in another unocbservable
input, where relationships exist between two unobservable inputs, those relationships are discussed below. Relationships may
also exist between observable and unobservable inputs (for example, as chservable interest rates rise, unobservable prepayment
rates decline); such relationships have not beenincluded inthe discussion below. In addition, for each of the individual relationships
described below, the inverse relationship would also generailly apply.

Yield - The yield of an asset is the interest rate used to discount future cash flows in a discounted cash flow calculation. An
increase in the yield, in isolation, would result ins & decrease in a fair value measurement.

Credit spread - The credit spread is the amount of additional annualised return over the market interest rate that a market
participant would demand for taking exposure to the credit risk of an instrument. The credit spread for an instrument forms part
of the discount rate used in a discounted cash flow calculation. Generally, an increase in the credi spread would result in 2
decrease in a fair value measurement.

Prepayment speed - The prepayment speed is a measure of the voluntary unscheduled principal repayments of a prepayable
obligation in a collateralised pool. Prepayment speeds generally decline as borrower delinquencies rise. An increase in prepayment
speeds, in isolation, would result in a decrease in a fair value measurement of assets valued at a premium to par and an increase
in a fair value measurement of assets valued at a discount to par.

Conditional default rate - The conditional default rate is a measure of the reduction in the outstanding collateral balance underlying
a collateralised obligation as a result of defaults. An increase in conditional default rates would generally be accompanied by an
increase in loss severity and an increase in credit spreads. An increase in the conditional default rate, in isolation, would result in a
decrease in a fair value measurement.

Loss severity - The loss severity (the inverse concept is the recovery rate) is the expected amount of future realised losses resulting
from the uitimate liquidation of a particular loan, expressed as the net amount of loss relative to the outstanding loan balance. An
increase in loss severity is generally accompanied by an increase in conditional default rates. An increase in the loss severity, in
isolation, would result in a decrease in a fair value measurement.

Utitisation given default ("UGD") - . A number between 0% and 100% that is the estimated fraction of the current undrawn balance
on a revolving credit facility that will be drawn at the time of the default of the borrower. A higher UGD generaily results in a decrease
in the fair value of the loan.

Correlation - Correlation is a measure of the refationship between the movements of two variables (e.q., how the change in one
variable influgnces the change in the other). Correlation is a pricing input for a derivative product where the payofi is driven by
one or mare underlying risks.

Correlation inputs are related to the type of derivative (e g., interest rate, credit, equity and foreign exchange) due to the nature
of the underlying risks. When parameters are positively correlated, an increase in one parameter will result in 2n increase in the
other parameter. When parameters are negatively correlated, an increase in one parameter will result in a decrease in the other
parameter. An increase in correlation can resultin anincrease or adecrease in a fair value measurement. Given a short correlation
position, an increase in correlation, in isolation, would generally result in a decrease in a fair value measuremant.

Valatility - Volatility is & measure of the variability in possible returns for an instrument, parameter or markat index given how
much the particular instrument, parameter or index changes in vaiue over time. Volatility is a pricing input for options, including
equity options, commodity options, and interest rate cptions. Generally, the higher the volatility of the underlying, the riskier the
instrument. Given a long position in an option, an increass in volatility, in isolation, would generally result in an increase in a fair
value measurement.
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32, Assets and liabilities measured at fair value (continued)
Fair value financial instruments valued using techniques that incorporate significant unobservable inputs

The potential impact as at 31 December of using reasonable possible alternative assumptions for the valuations including
significant unobservable inputs have been quantified in the following table:

Sensitivity analysis of valuations using Favourable Unfaveurable

unobsarvable inputs Fair Vatue change change
Asset Liabiilty Net Statement of comprehensive
income
At 31 December 2018 $'000 $'000 $'000 $'000 $'000
Corporate debi securities and other 1,667,433 (15,581 1,651,852 53,043 (53,943)
Residential morigage-backed securities 17,596 o 17,596 1,825 (1.625)
Commercial morigage-backed securities 1,675 — 1,675 9N {81)
Loans 323.870 — 323,870 11.901 {11,901)
Total debt and equity instruments and loans 2,010,574 {15,581) 1,994,993 67,560 (67,560}
Derivatives* 5,436,423 (11,350,338} {5,913,918) 83,828 {83,828)
Other financial liabilities* — {7,358,136) {7,358,138) 104,300 {104,300)
Loans at FVOCI 1,325,151 — 1,325,151 16,252 (16,252)
Total 8,772,148 {18,724,056) {9,951,908) 271,940 {271,940)
Sensitivity analysis of valuations using Favourable Unfavourable
uncbservable inputs Fair Value change change
Asset Liability Net ncomae statement
At 31 December 2017 $'000 $'000 $'000 $'000 $'000
Debt and equity instruments
Corporate debt securities and other 1,664,449 (712) 1,663,737 83,031 (83.031)
Residenfial morigage-backed securities 11,565 - 11,565 328 (328)
Commerciai mortgage-backed securities 2,331 o 2,331 503 {503)
Total debt and equity instruments 1,678,345 {712) 1,677,633 83,862 {83,862)
Derivatives* 4,043,728 (6,638,758) {2,595,032) 39,996 (39,996)
Other financial liabilities* — {6,992,369) {6,992,959) 107,781 (107,781)
Total 5,722,074 (13,632,439 {7,910,358) 231,639 {231,629)

-

Given significant hadging between derivatives and other financial Habilities the net risk is considered o calculate the favourables
unfavourabie changes with the result then allocated to the two lines individually.
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32. Assets and liabilities measured at fair value (continued)

Changes in tevel 3 recurring fair vaiue measurements

The following tables include a roliforward of the balance sheets amounts (including changes in fair valus) for financial instruments
classified by the Company within leve! 3 of the fair value hierarchy,

Movement in assets and liabilities in Level 3 during year ended 31 December 2018

Financial assets

Debt and equity

instruments and Derivative Total financial
Loans at FVOCH loans receivables assats
$'000 $'000 $'000 $'0600
At 31 December 2017 e 1,678,345 4,043,726 5,722,071
Adoption of IFRS 9 - reclassification 1,459,106 1,459,106
Adoption of iFRS 9 - remeasurement {13,663) — e (13,663)
At 1 January 2018 1,445,443 1,678,345 4,043,726 7,167,514
Tolal gains/(fcsses) recognised in profit or loss (18,775} (153,170) 569,006 799,081
Total gains/{losses) recognised in other comprehensive
income 12 — — 12
Purchases 1,869,458 2,581,194 4,450,653
Sales {894,977} {7580,957) (1.607,475) {3.293,409)
fssuances 791,448 206,619 — 598,067
Seftlements 0 (314,170) (379,311) {693,481}
Transfers in to Level 3 -— 332,207 391,662 724,169
Transfers out of Level 3 — (817,759 (562,679) (1,380,438)
At 31 December 2018 1,328,151 2,010574 5,436,423 8,772,148
Change in unrealised gains related {o financial
instruments held at 31 December 2018 — 1,928 360,693 362,621
Financial liabilities Debt and equity Derivative Other financial Total financial
instruments payables liabilities liabilities
$'000 $'000 $'000 $'600
At 31 Dacember 2017 712 6,638,758 6,992,369 13,632,439
Adopticn of IFRS 9 e o — e
At 1 January 2018 712 6,638,758 6,852,969 13,632,439
Total (gains)itoss recognised in profit or loss 8,799 1,640,313 (200,531) 1,448,581
Total (gains)fioss recognised in other comprehensive
income — - - e
Purchases (89.565) 503,933 o 414,368
Sales 81,210 5,074,333 e 5,155,543
issuances e - 4,536,930 4,536,930
Sefilements 16.581 (2.488.800) (3.753,852) {6.226,080)
Transfers in o Level 3 3.336 408,904 323.979 736,219
Transfers put of Level 3 (5,482) {427,093) (541,359) {973,544)
At 31 December 2018 15,581 11,350,339 7,358,136 18,724,056
Change in unrealised losses refated o financial
instruments held at 31 December 2018 13,282 224,922 (5,855) 232,348
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32. Assets and liabilities measured at fair value (continued)

Movement in assets and liabilities in Leve! 3 during year ended 31 December 2017

Financial assets

Debt and equity Derivative Total financial
instruments receivables assets
$'000 $'000 $'000
At 1 January 2017 1,124,428 6,507,750 7.632.218
Total gains recognised in profit or loss 82,639 2,143,878 2,226,517
Purchases 1,885,131 2,225,648 4110,779
Sales (1,369,048) (3.541.844) (4,910,852)
issuances — 1,157 1,157
Settlements (103,870 {2,370,600) (2,474,470)
Transfers into Level 3 490,559 987,507 1,478,066
Transfers out of Level 3 {431,454) (1,809,810} (2,341,304)
At 31 December 2017 1,678,345 4,043,726 5,722,071
Change in urrealised gains related to financial
instruments held at 31 December 2017 134,692 725,158 863,847
Financial liabilities Debt and equity Derivative Other financial Total financial
instruments payables liabilities liabilities
$'000 $'600 $'000 $'000
Af 1 January 2017 423 5,460,654 3,963,003 9.424,080
Total (gains)/loss recognised in profit or foss (614) 1,674,657 875,116 2,349,158
Purchases (39.710) {1,437.553) — {1,477.263)
Sales 41,804 2,508,171 18,832 2,568,907
Issuances — 3,588 5,350,163 5,353,751
Settlements (389) (2,991,676) (3.515.814) (6,507,883)
Transfers into Level 3 — 3,422,465 705,568 4,128,033
Transfers out of Level 3 (792) {2.001,548) (203,939) (2,206,339)
At 31 December 2017 712 6,638,758 6,992,968 13,632,439
Change in unrealised losses related to financial
instruments held at 31 December 2017 (72} {40,029} {22,878) (62,579)

Realised and unrealised gains/(losses) are reported in trading profits in the income statement.

Transfers between levels for instruments carried at fair value on a recurring basis

For the years ended 31 December 2018 and 2017, there were no significant transfers between levels 1 and 2.

During the year ended 31 December 2018, transfers in to and out of fevel 3 included the following:

«  50.3 billion of assets and $0.2 biliion of liabilities transferred out of fevel 3 driven by an increase in chservability of swaps

and commodities;

+  30.2bn of assets and $0.1bn of iiabilities transferred out of level 3 driven by an increase in abservability of equity options;

+  $0.8bn of assets transferred out of level 3 driven by an increase in observability of trading loans and corporate debt;

*  50.2bn of assets and $0.09bn of liabilities transferred in to tevel 3 driven by 2 decrease in observability of equity aptions;

+  30.4bn of assets transferred in to level 3 driven by a decrease in observability of trading loans; and

+  $0.2bn of assets and $0.2bn of fiabilities transferred in to level 3 driven by a decrease in observability of inputs on swaps.
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32. Assets and liabilities measured at fair value {continued)

Transfers between levels for instruments carried at fair value on a recurring basis (continued)

During the year ended 31 December 2017, transfers in to and out of level 3 included the foifowing:

«  $1.1 billion of assets and $1.2 billion of liabilities transferred out of tevel 3 driven by an increase in observability of credit
default swaps;

- 50.5bn of assets and $0.5bn of fiabilities transferred out of fevel 3 driven by an increase in observability of equity options,

+  30.2bn of assets transferred out of level 3 driven by an increase in observability of trading foans and corporate dabt;

«  $0.2bn of liabilities transferred out of level 3 driven by in increase in other financial liabitities;

+  30.8bn of assets and $3.0bn of liabilities transferred in to level 3 driven by a decrease in observability of equity options;

+  50.2bn of assets transferred in to level 3 driven by a decrease in observability of trading loans: and

«  30.6bn of liabilities transferred in o level 3 driven by a decrease in other financial liabifities.

All transfers are assurmed to occur at the beginning of the period in which they occur.

Fair value of financial instruments not carried on balance sheet at fair value

Certain financial instruments that are not carried at fair value on balance sheet are carried at amounts that approximate fair value,
due to their short-term nature and generally negligible credit risk. These instruments include securities purchased under agreements

{o resell, cash and balances at central banks, debtors, other assets, trade creditors and other liabilities.

The Company has $143.1 billion (2017: $272.0 biliion) of current financial assets and $197.1 billion (2017 $266.1 billion) of current
financial liabilites that are not measured at fair value, including loans and advances to customers of $0.8 billion (2017: $2.6 billion).

In estimating the fair value of these loans and advances to customers, typically a discounted cash flow modelis applied with significant
unobservable inputs and therefore weuld be classified as level 3 instruments. The fair value of these foans is not materially different
from the carrying amount. All other instruments are of a short-term nature and the carrying amounts in the balance sheet approximate
fair value.
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33, Offsetting financial assets and financial liahilities
The table below presents the balance sheet assets and liabilities offset, where the offsetting criteria under |1AS 32 ‘Financial

Instruments: Presentation’ (“IAS 32°) have been met, and the related amounts nct offset in the balance sheet in respect of cash and
sacurity coliateral received and master netting agreements, where such criteria have not been met:

Effects of offsetting on balance sheet  Related amounts not offset

Net amounts Master
reported on netting Cash &
Gross Amounts balance agreements security
amounts offset sheet and other collateral Net amount
3'000 $'000 $'000 $000 000 $'000

At 31 December 2018
Financlal assets:

Securities purchased under agreements 1o resell ™ 432,536 815 (277.452,233) 155,084,582  (22,035,763) (127.778,723)  5.270,006

Securities borrowed @ 45 507,924 — 45507924 (15,602,007} (24,235047) 4,579,870
Financiat assets at fair value thraugh profit and

toss & 363,932,680 (23.977,281) 339,055,399 (202,101,308) (24.629,365) 113,224,728
Total B41,977,419 (301,429,514) 540,547.905 (240,825,076) (176,644,135} 123,074,694

Financial liabilities:
Securities sold yunder agreements to repurchase ™ 369,149,785 (277,452,233} 01697.552 (22,035,763} (68,648,958) 1,612.831
Securities loaned 20,646,594 — 20,646,594 (16,692,007) (3.430,071) 524,816

Finagcial liabifities at fair value through profit and
loss™ 336,827,177 (24 602,077) 312225100 (194,432,535) (25.154,787) 92,637,778

Total 726,623,556 (302,054310) 424,569,246 (233,160,305) (96,633,816) 04,775,125
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33. Offsetting financial assets and financial fiabilities {continued)

Effects of offsetting on balance sheet  Related amounts not offset

Net amounts Master
reported on netting Cash &
Gross Amournts balance agreements security
amounts offset shest and other collateral Net amount
$'000 $'000 $'000 $'000 $'o0c $'000

At 31 December 2017
Financial assets:

Securities purchased under agreements to resefl ™ 284 606,993 (140,221,382) 135385611 (11,525,344} (114,161,493) 9,698,774

Sacurities borrowed 27,072,899 o 27,072,599 (9.100,108) (15,846,254) 2,126,199
Financial assels at fair value through profit and

lags © ghe 362,665,083 (21.806470) 340,258,613 (100,867,129) {24,340,531) 125,050,853
Total 873,744,675 (171,027,852} 502,716,823 {211,492,579) (154,348,318} 136,875,926

Financial Habilities:
Securilies sofd under agreements lo repurchase ™ 224,158,540 (146,221,382) 74,937,158  ({11,525344) (61,149.668) 2,262 146

Securities loaned 12,650,040 — 12,550,040 {(9,104,687)  (3,170.688) 274,685
Fénar}:cial fiabilities at fair value through profit and
loss ¥ 330,722,398  (22,434,330) 308,288,068 (182,391,533} (20,120,713) 105,775,822

Total 567,430,978 {171,655,712) 385775266 (203,021,564) (B4,441069) 108,312,633

(@) The fair value of securities purchased under agreements to resell and securities borrowed accepted as coliateral that the Company is
permitted to sell or re-pledge in the absence of default, prior to netting adjustments, is $484,560 million (2017 $312,126 miition). The fair
value of securities sold under agreements o repurchase and securities loaned pledged to secure liabifities, prior to netting adjustments, is
$364,679 million {2017: §212,797 million). A review of pledged assets identified that securities sold under agreements to repurchase and
securities loaned pledged to secure Kabilities was incorrectly disclesed in the footnotes in 2017. Accordingly, the amounis pledged to secure
liabitities has decreased hy $11,200 miflion.

(b) Included within 'amounts offset’ are the respective collateral payable and receivables with certain clearing counterparties,

34, Pensions

During the year, the Company was involved in the following pension schemes in the UK:

. JPMorgan UK Pension Plan ("UKP") - a defined contribution scheme {as a panicipating employer);
. JPMC UK Retirement Plan - a defined benefit scheme; and
. JPMorgan Cazenave (1987) Pension Scherne ("UKS") - a defined benefit scheme (as a padicipating employer).

in Europe, the Company also operates defined benefit and defined contribution schemes for its employers in the overseas branches
in Switzerland, Germany, France, taly and Spain. Based on full actuarial valuations carried out during the year, the net liability in
respect of these European schemes as at 31 December 2018 amounted to $7,031,000 (2017: $4,178,000). The charge for the year
through the income statement was $1,137,000 (2017: $2,941,000), and total loss recognised through statement of comprehensive
income was $3,920,000 (2017: gain of $4,542,000).

JPMorgan UK Pension Plan

The Company participates in the JPMorgan UK Pension Plan, a defined contribution scheme operated by the Firm, which is open
fo additional members and benefit accruals,
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34. Pensions (continued)
JPMC UK Retirement Plan

The Firm maintains a defined benefit plan that is closed to additicnal benefit aceruais known as the JPMC UK Retirement Plan.
Whiist the Company is not a participating employer in this plan, it does have certain obligations calculated in accordance with
paragraph 5 (2 of Schedule 1Ato the Occupational Pension Schemes {(Employer Debt) Regulations 2005 (as amended), as follows:

. Under a Withdrawal Agreement, dated 24 May 2011, that was entered into in relation to J.P. Morgan Services LLP
{("LLP"}, a JPMorgan Chase undertaking which had previously been a participating employer in the plan. Under the terms
of this agreement, the Company became responsible for LLP's portion of the pension obligations.

. Under a Withdrawat Agreement, dated 21 December 2018, that was entered into in relation to J.P, Margan Europe Limited
("EL"), a JPMorgan Chase undertaking which had previously been a participating employer of the plan, Under the terms of
this agreement, the Company became responsible for EL's portion of the pension cbligations.

The Company was not required to make any payments immediately ar in relation to the ongoing funding of the pian under sither of
these Withdrawal Agreements.

However, payments may become due from the Company on the occurrence of the earliest of the following events:

. The commencement of the winding up of the plan;

. The insolvency of the plan's last remaining participating employer;

. The insoivency of the Company, or

. Any uther date agreed between the Company and the Trustee of the Plan.

JPMorgan Cazenove (1987) Pension Scheme

The JPMorgan Cazenove (1987) Pension Scheme ("UKS") is a defined benefit plan with assets held in a separately administerad
fund. The Company has been a principal employer in relation to the UKS plan since August 2012, in May 2016, the Company agreed
to and became responsible for 97.24% of the fiabilities in respect of the UKS, taking over the obligation from its indirect subsidiary,
JPMorgan Cazenove Service Company. As the Company is the principal employer, 100% of the assets and liabifities are recognised
on balance sheet and disclosed below.

On 31 May 2016, the UKS was closed fo future accrual of these benefits at which point the members, whao had been contributing
members prior to cessation of accrual, joined the UKP. The benefits under UKS due fo future retirees are updated before retirement
in line with the consurmer price index, subject to certain caps and collars. In addition pensions in payment are increased, depending
on when the benefit was accrued, at either fixed annual rates or rates linked to changes in the retail price index, with different caps.

The UKS fiability is sensitive to changes in bond yields, life expectancy and inflation risk. Investment strategies for fund assets are
based on reducing asse! volatility and matching expected movements in the liability.

The UKS assets held in the fund are governed by local regulations and practice in the United Kingdom. Responsibility for the
governance of the UKS - including investment decisions and contribution schedules is borne by the Trustes in conjunction with the
Company.

The & April 2015 triennial actuarial valuation revealed a funding deficit in the Scheme of $43.4 million. A Recovery Plan (dated 24
May 2018), was agreed between the Company and the Trustee to eliminate the funding shortfall over a 10 year period. It was agreed
annual contributions of $3.9 milion would be paid by the company by 5 April each year, until 5 April 2025, The revised funding position
and required deficit contributions are being reviewead as part of the subseguent actuariat valuation, being carried out as at 5 April
2018,

The principal assumptions adopted for the valuation of the UKS at 31 December were as follows:

2018 2017

% per annum % per annum

Discount rate 27 24

Rate of salary increase N/A MN/A*
Rate of price infiaticn 35

Rate of pensicn increases 3 34

*  The salary increase assumption no longer applies for the UKS as this pian was closed to future accruais on 31 May 2016,

F-101



J.P. MORGAN SECURITIES PLC

Notes to the financial statements (continued)
34. Pensions {continued)
JPMorgan Cazenove (1987) Pension Scheme {continued)

Assumed life expectancy on retirement at age 65 were as follows:

2018 2017
years years
lL.ongevily at age 65 for current pensioners
- Male 232 242
- Female 253 252
Longevity at age 65 for future pensioners
- Wate 25.2 26.9
- Female 27.5 27
The movements in the UKS’ liability for the year ended 31 December was as foliows:
2018 2017
$'000 $'000
Benefit obligation at beginning of the year 557,343 534,817
Cutrent service cosls — —
Prior service costs 495 —
Interest costs 12,939 13,721
Actuarial (gain)/ loss (27,600) (8.736)
Benefits paid from plan/Company {21,368) (32,222)
Exchange rate changes (31,080) 49,763
Benefit obligation at end of the year 490,729 557,343

Guaranteed minimum pension ("GMP") is a portion of pension that was accrued by individuals who were contracted out of the State
Secoend Pension prior to 6 Aprif 1997. A High Court case concluded on 26 Octaber 2018 that GMPs need to be equalised. This has

been recognised in the prior service cost,

The movements in the UKS' assets for the year ended 31 Dacember was as follows:

2018 2017

$'000 $'000

Fair value of plan assets at beginning of year 477,698 434,806
Expected return on plan assels 11,128 11,156
Actuarial gain on plan assels {14,789} 18,694
Employar confributions (including employer direct benefit payments) 4,33 4,330

Administrative expenses paid from plan assets (263) (293}
Benefits paid from plan/Company {21,368) {32,222
Exchange rate changes {27,075} 41,327
Fair value of plan assets at end of the year 429,722 477.6598

The equity investments and bonds which are held in the plan assets are quoted and are vaiued at the current bid price in accordance

with IAS 19.
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JPMaorgan Cazenove (1987) Pensien Scheme {continued)

The sensitivity of the defined benefit obligation to changes in the weighted principal assumption is as foilows:

2018 2017
Change in fncrease in  Decrease in Change in Increase in  Decrease in
assumption  assumption  assumption  assumption  assumption  assumption
At 31 December % % perannum % per annum % % peranaum % per annum
Discount rate 0.25% (5.10)% 533 % 0.25% (5.49)% 577 %
Rate of salary increase 0.25% N/A® N/A* 0.25% N/A* N/A*
Rate of pension increase 0.25% 2.02 % {1.99Y% 0.25% 1.8% % (1.85)%
Rate of price inflation 0.25% 307 % (2.97% 0.25% 3.16 % (3.17)%
Increase by increase by
Post-retiremnent mortality assumption one year 383 % one year 3.87 % —

*

The salary increase assumption no longer applies for the UKS as this plan was closed 1o future accruals on 31 May 2016.

The above sensitivity analyses are based on a change in an assumpticn while holding all other assumptions constant.

The expected return on scheme assets is determined by considering the expected returns available on the assets underlying the
current investment policy. Expected yields on fixed interest investments are based on gross redemption vields as at the balance

sheet date. Expected returns on equity investments reflect long-term real rates of return exparianced in the respective markets.

Amounts recognised in the balance sheet arising from schemes that are wholly unfunded and those whaolly or partly funded as at 31
December were as follows:

2018 2017

$'000 $'000

Present value of wholly ar partly funded obligations 480,729 557,343
Fair value of plan assets 429,722 477,698
Deficit for funded plans - net iiability 61,007 79,645
Effects of changes in demographic assumptions 871y —_
Effects of changes in financia! assumptions (26,309} 4,813
Experience adjustments on plan assets 14,788 (18,594)
Experience adjustments on plan liabilities 8,427 {13,548}
Total remeasurements included in OCI {12,812) {27,328}
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34. Pensions {(continued)

JPMorgan Cazenove (1987) Pension Scheme {continued)

Movements in the UKS income statement for the year ended 31 December are as follows:

2018 2017
$°000 $'000
Current service cost —— -
Pricr services costs 485 —
Interest cost 12,939 13,721
Expecied return on pian assets {11,128) {11,156)
Administrative expenses paid from ptan assels 263 293
Total pensicr cost recagnised in the income statement 2,568 2,858
Exchange rate changes (4,005) 8,436
Net amourd recognised in the income statement (1,436) 11,294
Movements in the UKS statement of other comprehensive income for the year ended 31 December are as follows:
2018 2017
$'000 $'000
Actuarial gain immediately recognised 12,812 27,329
The asset allocation of the UKS defined benefit schemes was as follows:
2018 2017
Percentage of Percentage of
plan assets plan assets
(%} (%)
Eqguily securities 36.3 384
Bond securities 50.2 61.2
fnvestment funds 123 -
Cash 1.2 04
100 100

35. Share based payments

The Firm has granted long-term stock-based awards to certain key empioyees under its Long Term Incentive Plan ("LTIP"), as
amended and restated effective 19 May 2015 and further amended and restated effective 15 May 2018. Under the terms of the LTIP,
as of 31 December 2018, 86 million shares of commen stock were available for issuance through May 2019 (2017: 67 million shares).
The LTIP is the only active plan under which the Firm is currently granting stock-based incentive awards. In the following discussion,
the LTIP, plus prior Firm plans and plans assumed as the resuit of acquisitions, are referred to collectively as the "LT] Plans” and

such plans constitute the Firm's stock-based incentive plans.
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The Firm separately recognises compensation expense far each tranche of each award as if it were a separate award with its own
vesting date. For each tranche granted, compensation expense is recognised in line with how awards vest from the grant date until
the vesting date of the respective tranche, pravided that the employees will not become fuli-career eligible during the vesting period.
For awards with full-career eligibility provisions and awards granted with no future substantive service requirement, the Firm accrues
the estimated value of awards expected to be awarded to emiployees as of the grant date without giving consideration to the impact
of post-employment restrictions. For each tranche granted to employees of the Company who will bacome full-career eligible during
the vesting period, compensation expense is recognised in line with how awards vest from the grant date untit the earlier of the
employee's fuli-career eligibility date or the vesting date of the respectiva tranche.

Restricted stock units

Restricted stock units {"RSUs") are awarded at no cost to the recipient upon their grant, RSUs are generally granted annually and
generally vest at a rate of 50% after two years, 50% after three years, and convert into shares of comman stock at the vesting date.
In addition, RSUs typically include full-carger eligibility provisions, which allow employees to continue to vest upon voluntary
termination, subject to post-employment and other restrictions based an age or service-related reguirements. All of these awards
are subject to forfeiture until vested and contain clawback provisions that may result in cancellation prior to vesting under certain
specified circumstances. R8Us entitle the recipient to receive cash payments equivalent to any dividends paid on the underlying
common stock during the period the RSUs are outstanding.

Compensation expense for RSUs is measured based upon the number of shares granted muftiplied by the stock price at the grant
date, and for empioyee stock options and stock appreciation rights {"SARs") is measured at the grant date using the Black-Scholes
valuation model. Compensation expense for these awards is recognised as described above,

Key employee stock options and SARs

Under the LT} Plans, stock options and SARs have generally been granted with an exercise price equal to the fair value of JPMorgan
Chase & Co.'s common stock on the grant date. The Firm typically awards SARs to certain key employees once per year, the Firm
also periodically grants employee stock options and SARs to individual employess. The 2013 grants of SARs to key employees vest
rateably over five years (i.e. 20% per year) and awards contain clawback provisions similar to RSUs. The 2013 grants of SARs
contain full-career eligibility provisions. SARs generally expire 10 years after the grant date.

The folfowing table summarises additional information ahout options and SARs ouistanding as at 31 December:

31 December 2018 31 December 2017

Outstanding Weighted Weighted Ouistanding Weighted Weighted
'000 average average ‘00 average average
exarcise remaining exercise remaining
price § contractual price § contractual life
life {in years) (in years)

Range of exercise prices
Smin - $20.00 85 19.49 0.05 175 19.48 1.08
$20.01 - §35.00 - - —_ e - —
$35.01 - §50.00 533 43.34 2.0t 806 43.56 3.00
550.01 and above —— - —_— — — —_
Total 6828 38.73 1.72 981 39.27 2.65

Broad-based employee stock options

Ne broad-based employee stock options were granted in 2018 or 2017. In prior years, awards were granted by the Firm under
the Vatue Sharing Plan, a non-shareholder-approved plan. For each grant, the exercise price was equal to the Firm's common
stock price on the grant date. The options become exercisable over various pericds and generally expire 10 years after the
grant date.

The weighted average share price during the year ended 31 December 2018 was $110.72 (2017: $82.01).

The total expense for the year relating to share based payments was $382 million (2017: $310 million), ail of which relates to equity
seitled share hased payments.
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36. Transfers of financial assets

in the course of its normal husiness activities, the Company makes transfers of financial assets. Depending on the nature of the
transaction, this may result in derecognition of the assets in their entirety, partial derecognition or no derecognition of the assets
subject to the transfer. A summary of the rrain transactions, and the assets and liabilities and the financial risks arising from these
transactions, is set out below:

Transfers of financial assets that do not result in derecognition

Assets are fransferred under repurchase and securities lending agreements with other banks and financial institutions. In substance,
these transactions constitute secured berrowings and therefore the assets are not derecognised from the balance sheet. The recipient
is generally able to use, sell or pledge the transferred assets for the duration of the transaction. The Company remains exposed to
interest and credit risk on these instruments which they are contractually required to repurchase at a later date. The counterparty's
recourse is generally not limited to the transferred assets. The fair value of the collateral and the carrying amounts of the Habhilities
is disclosed in note 33.

The Company has transferred bonds to a third party, and subsequently entered into a forward sale agreement to repurchase the
hond at an agreed price and future date. The Company is contractually required to repurchase the assets, therefore the derecognition
criteria have not been met as the Company retains the risks and rewards associated with the financial assets. The assets continue
to be recagnised on balance sheet together with the related liability.

The Company has also transferred equity securities to third parties in consideration for cash, while simultaneausly entering into
derivative transactions, with the same counterparty, which are finked to the transferred assets. The derecognition criteria have not
been met because the Company retains the risk and rewards associated with the transferred financial assets, therefore the assets
continue to be recognised on balance sheet togather with the refated liability.

The following is a summary of the fair value of the assets and carrying amount of related liabilities;

Fair value of the assets

Fair value of the assets Carrying amount of the related liability
2018 2017 2018 2017
$'000 5000 $'000 $'000
Financial assets at fair vaiue threugh profit and 2.144.400 1 467 000 1.990,398 1 903.000

loss

Continuing involvement in financial assets that have been derecognised

In some cases, the Company transfers financial assets that it derecognises entirely even though it may have continuing involvement
in them. This typically happens when the Company has sold a financial asset to an SPE with limited other assets and enters into a
derivative with the SPE to provide investors with a specified exposure (examples include credit-linked note vehicles and asset swap
vehicles that are established on behalf of investors). The Company is uniikely to repurchase derecognised financial assets.

The total notional and the market value of all derivatives executed by the Company with such SPEs amounted to $1.4 billion and
$518 mitlion as of 2018 ($1.7 hillion and $572 million as of 2017). Due to the nature of the derivatives, the maximum exposure to
loss is deemed to be the the mark to market on those derivatives.

The assets transferred are recorded at fair value, and as such there are immaterial gains and losses upoen the transfer of assets.
The year to date gains on the derivatives executed by the Company are $4.6 million as of 2018 (37.3 million loss as of 2017). The
cumulative gains and losses on these derivatives is immaterial. Improvements in analysis resulted in a smaller and more accurate
population of assets transferred to SPEs where continued involvement exists. Prior year amounts have been adjusted to conform
with current year presentation.

37. Financial risk management

Disclosures in relation to the Company’s risk management and capital management have been presented in the Strategic report on
pages 2 - 43 which forms part of these financial statements.
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38. Transition to IFRS 8

Set out below are disclosures relating to the impact of the adoption of IFRS 9 on the Company.
Reclassification and remeasurement of financial assets and financial liabilities

The following table presents a comparison under IAS 39 and IFRS 8 of each balance sheet line item, measurement category and
carrying amount of financial assets and financial liabilities:

IAS 39 IFRS g
Measurement Carrying . B Remeasurem ECL Measurement Carrying
category’ amount at 31 Reclassification: ent due to category amount at 1
Becember of IAS 35 to other rec:lassiﬁcaﬂ January
017 earrying balance sheet 0N 2018
amounts® lina items
$0060 Note
Assets
Cash and balances at Amaortised 21,677,066 — — — — Amonised cost 21,677,086
central banks cost
Loans and advances Amertised 9,812,066 e -— — ~  Amonised cost 8,812,066
to banks cest
L.eans and advanzes Amorised 2,713,517 {1.817,157) - — (584) Amortised cost 1,088,776
to custemers 394 cast
1,617,157 (56.857) 13.634 {128 482} FvOC! 1445442
Provisian for a/a (101,185} —— e — 101,195 nja o
impairment loss
Securities purchased 38k Amortised 133,586 550 {116,241,518) o — ~ Amortised cost 17,345,034
under agreements to cost
resell’
FVTPL 1,799,061 116.241,516 - 48,341 —_ FVTPL 118,088,918
Amortised 24,023,178 {24,023,176) - — — n/a R
Securities borrowed 39h cast
FVTPL 20458423 24,023,176 — _— -— FVTPL 27,072,599
Einancial assets at F\ffgﬁi,a(dﬂeid 340,258,613 341,602 - - — FVTPL  340,600.215
fair value through rading)
profit and loss®
Loans and e &6 857 —_ e FVTPL 56 857
advances {0
customers
Financiat assets CEVTPL 341,602 (341,602} s o — n/a 0
designated at fair (designated}
value through profit or
loss
Amortised 79,646,622 — e — ~  Amertised cost 79,646,622
Debtors cost
Other assets
Accrued income Amcmisecz 852,028 — e e —  Amortised cost 552,028
Prepayments cgfa 5,427 — o e e n/a 5,427
Dafarred taxation nia 104,634 —_— e - e wa 104 634
Investments in nia 3.341.207 - - e — wa 3,341,207
JPMorgan Chase
undertakings
Tangible fixed assets nfa 4,938 — o e — na 4,838
Total assets 620,914,735 - — 61,575 (27,881} 620,948,829
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[AS 38 IFRS 9
Carrying
amount at 31 Reclassification of Remcasurement Carrying
Measurmpent December IAS 39 carrying dus to Measurement amount at 1
$000 Note category 2017 amounts; reclassification, EGL? category January 2018
Liabilities
Securities sold under Amonised cost 71,884,545 (71,884,545} — —  Amortised eost o
agreements to repurchase 3Bc
FVTFL 3.052,613 71,884,545 {16,104} e FVTPL 74,821,054
{designated) {designated)
Securities loaned I8¢ Amoriised cost 12,550,040 (12.550.040} — — ria o
FVTRL — 12,550,040 e — FVTPL 12,550,040
(desigrated) (designated)
Financial Habitities at fair FWTRL  30B,2BB 068 — e o FVYTPL 308,288,068
value through profit and
loss®
Financia! liabilities FVTPL 1,465,247 — — e FVTPL 1,465,247
designated at fair value (designated) {designated)
through profit or loss
‘Trade creditors Amortised cost 30,475,035 e — —  Amprtised cost 30,475,035
Amousts owed to JPMargan Amortised cost 124,330,471 — — v Amortised cost 124,330,471
Chase undertakings
Other liabilities
Accruals Amortised cost 1,766 668 — o —  Amortised cost 1,766,668
Other liabilities n/a 396,069 nia 386,069
Other (coilateral) Amortised cost 25,166,853 - — —  Amortised cost 25,166,853
Provisions for lending- nfa 20,608 — -—  (1B,573) nfa 2033
related carnmitments
Total liabilities 579,400,215 — (16,104} (18,573) 579,165,538
Equity
Called-up share capitat n/a 12 443,830 e e - n/a 12,443,530
Share premium account nia 9,850,724 e o —_ na $,95G,724
Capital redemption reserve n‘a 4 996 040 — — o nia 4,886,040
Other reserves n/a 1,563,559 — e e n/a 1,563 558
Other comprehgnsive nia 138,031 — 13,634 -— nia 151,665
income reserve’
nia nfa
Retained eamings nja 12,422,636 — 64 445 {9,308) nia 12477773
Total equity 41,514,520 e 18,079 {8,308} 41,683,291
Total fiabilities and equity 620,914,738 — 61,976  (27,881) 620,948,829

! Under 1AS 39 all of the Company's financial assets measured at amortised cost were categorised as loans and receivables.

? Reclassifications constitule transfers from the previous |AS 39 categories of FVTPL, held-to-maturity, loans and receivables and avaifable-
for-sale to the IFRS 8 categories of amortised cost, FVTPL or FVOCL.

* Remeasurements constitute valuation changes relating to reclassification changes from the adopticn of iFRS 9, such as a change from
amortised cost te FVTPL or FVOCI.

*Prior year provision for impairment is separately shown to reflect the impact of ECL.
® The financial statement balance sheet lines financial assets held for trading and financial Hiabilities held for trading as presented in the 31
December 2017 financial statements have been renamed as financial assets held at fair value through profit and loss and financial iabilities at fair

vaiue through profit and loss.

$QOCI reserve is shown as a separate balance sheet fine item solaly ta Hlustrate the impact of the adoption of IFRS 9. Ordinarily, OCl resarve is
included within ather reserves on the balance sheet.
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38. Transition to IFRS 9 (continued)

The following discussion explains how the Company applied the classification and measurement requirements of IFRS 9 to
determine the {reatment of certain financial assets and financial liabilities as shown in the table above:

a) Loans and advances to customers

Loans and advances to customers were previously classified as loans and receivables and they were measured at amortised cost
under {AS 38. The Company determined these foans and advances have coniractual terms that meet the SPPI griteria, but thase
loans within the Company’'s Trade Finance and Credit Portfolio Group portfolios are managed with the objective of bath collecting
contractual cash flows and realising cash flows from sales. Consequently, these loans, which amounted to $1,617 million, were
reclassified as FVOC! under IFRS 9. Additionally, at the date of transition the Company identified certain portfolios of loans which it
manages with the intention to sell in the short term. These loans, which amounted to $57 million, were classified as FVTPL under
IFRS 9. The remainder of the Company’s ioans and advances to customers are held with the cbjective to collect contractual cash
flows, and they continue to be measured at amortised cost under IFRS 8.

b) Securities purchased under agreements to resell and securities borrowed
Securities purchased under agreements to resell and securities borrowed were previously classified under IAS 36 as:
» loans and receivables measured at amortised cost for those that mature in 12 months or less; and

+ designated as measured at fair value through profit or loss for those that mature in more than 12 months or contained an
embedded derivative that would have otherwise have requirad bifurcation.

The Company has determined that these financial instrurments within the Corporate and Investment Banking portfolios are managed
on a fair value basis and they are therefore ineligible to be measured at amortised cost or FVOC! under IFRS 9. These financial
instruments amounted to $116,242 million and $24,023 million, respectively, and were classified as FVTPL on adoption of IFRS 8.

c) Securities sold under agreements to repurchase and securities Joaned
Securities sold under agreements to repurchase and securities loaned were previously classified under IAS 39 as:

+ financial liabilities measured at amortised cost for those that mature in 12 months or less; and
« designated as measured at fair value through profit or joss for those that mature in more than 12 months or contained
an embedded derivative that would have otherwise required bifurcation.

Within the Corporate and Investment Banking portfolio, these financial instruments are managed together with securities purchased
under agreements to resell and securities borrowed respectively and on adoption of IFRS 9 these portfolios were measured at FVTPL
and the Company elected to designate them as measured at FVTPL to eliminate or significantly reduce measurement inconsistencies
{i.e., an accounting mismatch) that would have otharwise been created. The securities sold under agreements to repurchase and
securities loaned amounted to $71,885 million and $12,550 million respectivaly, and were classified as FVTPL on adoption of [FRS
g,
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38. Transition to IFRS 9 (continued)
Impairment of financial assets and lending-related commitments

The following table reconciles the 31 December 2017 closing impairment allowance measured under the 1AS 39 incurred loss moda!
to the new impairment alfowance measured under the IFRS 9 expected credit loss model at 1 January 2018 for financial assets and
lending-related commitments heid at amortised cost and FVOCH

Traditional credit products loss allowance on:
IAS 39 Remeasurement IFRS 9

Loss allowance/

provisiens at 31 ECL at 1 January
$'000 December 2017 ECL 2018

Assets

Amartised cost

foans and advances to customers (101,195) (584} (1G61.779)
FWOC]

Loans and advances to customers — (27.297) (27.297)
Total {101,195} {27,881) {129,076}
Liabilities

Amortised cost

Lending related commitments {20,608} 18,573 (2,033)

Total (20,6069 18,573 {2,003
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J.P. MORGAN SECURITIES PLC
Strategic report ,

The directors present the strategic report of J.P. Morgan Securities plc (the "Company" or "JPMS pic") for the year ended 31 December
2017.

Overview

JPMS plc, a public limited company incorporated and domiciled in England and Wales, is an indirect subsidiary of JPMorgan Chase
Bank, National Association (“JPMorgan Chase Bank, N.A."), a national banking association in the United States of America (*U.S.")
and a principal subsidiary of JPMorgan Chase & Co. (“JPMorgan Chase” or the “Firm”). JPMorgan Chase is a financial holding
company incorporated under Delaware law in 1968, is a leading global financial services firm and is one of the largest banking
institutions in the U.S. with operations worldwide. JPMS pic had $621 billion in assets and $42 billion in total shareholder's equity
as of 31 December 2017.

Principal activity

The Company is a principal subsidiary of the Firm in the United Kingdom (“UK”) and the European Economic Area ("EEA"). The
Company engages in international investment banking activity, including activity across Markets, Investor Services and Banking
lines of business. Within these lines of business, its activities include underwriting government and corporate bonds, equities and
other securities; arranging private placements of debt and convertible securities; trading in debt securities, equity securities,
commodities, swaps and other derivatives; providing brokerage and clearing services for exchange traded future and options
contracts; lending related activities and providing investment banking advisory services. The Company is a member of over twenty
exchanges and various clearing houses, including, among others, LCH Clearnet Limited, LME Clear, Eurex Clearing AG and ICE
Clear Europe.

The Company is a UK bank and a EEA Capital Requirements Directive IV (*CRD IV") credit institution, legally defined as an undertaking
whose business is to receive deposits or other repayable funds from the public and to grant credits for its own account.

The Compahy is authorised by the Prudential Regulation Authority (“PRA") and regulated by the PRA and Financial Conduct Authority
(“FCA") in the UK. It has branches in Frankfurt, Paris, Milan, Madrid, Stockholm and Zurich. It has Outward Services Passports
across the EEA and Outward Branch Passports for the respective branches except Zurich.

Review of business

The directors are satisfied with the performance of the Company with core businesses performing in line with expectations. Despite
operating in a highly competitive and complex global environment with continued mixed market conditions and an increasingly
complex global environment, results for the year were strong demonstrating the strength and depth of the Company’s client franchises.
The results further reflect the Company's client focus which allowed businesses to continue to provide investment opportunities to
clients through its strength as a market maker, leading to continued profitable results in 2017.

Total assets increased representing the growth in the Company’s client franchises with financial assets held for trading (which includes
derivatives) and associated collateral up year on year. The Company continued to be well capitalised and met all external capital
requirements. ~

During the year, with a view to enhance governance over the legal entity structure and to simplify the booking models, the risk

management of certain businesses of J.P. Morgan Whitefriars LLC was transferred to the Company with a view of supporting the
realignment of these dedicated businesses.

G-3
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Strategic report (continued)

Key performance indicators ("KPIs")

The results are monitored against expectations of the business activities. The directors monitor progress on the performance of
the Company using various metrics. The primary KPIs are set out below:

Financial performance (in USD ‘000’s except for capital ratios) 2017 2016
Income statement
Total operating income 7,410,214 7,003,213
Profit on ordinary activities before taxation 3,599,049 3,987,453
Profit for the financial year (after tax) 2,635,459 3,145,644
Balance sheet
Total assets 620,914,735 569,832,627
Capital ratios (unaudited)
Common Equity Tier 1 39,877,617 30,133,855
Common Equity Tier 1 ratio ("CET 1") 15.9% 15.1%
Pillar 1 capital ratio 15.9% 18.7%
Regulatory minimum total required capital ratio* 8.0% 8.0%

Represents minimum requirements of the European Union’s Basel Ill Capital Requirements Directive and Regulation. The Company'’s total capital ratio as of 31

December 2017 and 2016 exceeded the minimum requirements, as well as the additional capital requirements in excess of the minimum as specified by the
PRA.

Income statement

The-income statement for the year ended 31 December 2017 is set out on page 41. Total operating income was $7,410 million for
2017 (2016: $7,003 million). The results for the Company show a pre-tax profit of $3,599 million for 2017 (2016: $3,987 million).

Balance sheet

The balance sheet is set out on page 42. The Company has total assets and total liabilities of $620,915 million (2016: $569,833
million) and $579,400 million (2016: $530,385 million) respectively, as at 31 December 2017.

Capital ratios

The Company continues to maintain strong capital ratios. Refer to Risk management section on page 7 for further details.
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Strategic report (continued)

Future outlook

The Company's outlook for the full 2017 year should be viewed against the backdrop of the global economy, financial markets activity,
the geopolitical environment, the competitive environment, client activity levels and regulatory and legislative developments in the
countries where the Company does business. Each of these inter-related factors will affect the performance of the Company and its
lines of business ("LOB's").

Brexit

On 23 June 2016, the UK voted by referendum to leave the European Union ("Brexit"). The UK Government invoked Article 50 of
the Lisbon Treaty on 29 March 2017, starting a two year period for the formal exit negotiations. This means that the UK will leave
the EU on 29 March 2019 assuming the timeline is not unanimously extended by the remaining 27 EU Member States (‘EU 277)
and the UK. Formal negotiations began on 19 June 2017. In December 2017, the EU27 agreed that ‘sufficient progress' had been
made on the terms of the UK's withdrawal to allow paralle! talks on the future relationship, and on 23 March 2018, the European
Council announced a political agreement with the UK for a 21-month transition period, and adopted negotiating guidelines on the
long-term agreement.

The UK’s priorities in negotiating the future relationship are to seek a bilateral free trade agreement with the EU27 that facilitates
the ‘greatest possible access’ to the Single Market, but that the UK will not seek to continue its membership of the Single Market.
The current EU position, as set out in Council negotiating directives, is that negotiations will address trade in both goods and services,
with the aim of allowing market access under host state rules, but that any future framework should safeguard financial stability in
the EU and respect its regulatory and supervisory regime. Formal talks on the broad set of future relationship issues began in early
April. On 23 March EU leaders confirmed that a political agreement had been reached with the UK that provisions for a 21-month
transition period following Brexit to be included in the Withdrawal Agreement. The Withdrawal agreement will need to be ratified by
the UK and European Parliament before the UK's official exit date of 29 March 2019.

Brexit will have significantimpact across the Firm’s European businesses, including business and legal entity reorganisation. However,
the situation remains highly uncertain, including in relation to whether a transition period is secured and whether financial services
will be included in any future free trade agreement.

The impact of Brexit on the Company's business model and risks will continue to be assessed as part of the Firmwide strategy in
considering a strategic post-Brexit legal entity structure. C

In response to the strategic changes which will be required under Brexit, there is potential that migrations of business out of the
Company into other EU entities will need to occur. Furthermore, it is possible that some surplus capital resources will be released
and could be transferred from the Company to support business transferred into other EU entities. The amount of any such transfers
is still to be determined.

Regulatory developments

In the EU, there is an extensive and complex program of final and proposed regulatory enhancement that reflects, in part, the EU's
commitments to policies of the Group of Twenty Finance Ministers and Central Bank Governors (“G20") together with other plans
specific to the EU. The EU operates a European Systemic Risk Board that monitors financial stability, together with European
Supervisory Authorities (“ESAs”) that set detailed regulatory rules and encourage supervisory convergence across the EU’s Member
States. The EU is currently reviewing the ESA framework. The EU has also created a Single Supervisory Mechanism for the euro-
zone, under which the regulation of all banks in that zone will be under the auspices of the European Central Bank, together with a
Single Resolution Mechanism and Single Resolution Board, having jurisdiction over bank resolution in the zone. At both the G20
and EU levels, various proposals are under consideration to address risks associated with global financial institutions.

The EU is also currently considering or implementing significant revisions to laws covering securities settlement; mutual funds and
pensions; payments; anti-money laundering controls; data security and privacy; transparency and disclosure of securities financing
transactions; benchmarks; resolution of banks, investment firms and market infrastructures; and capital and liquidity requirements
for banks and investment fims.

Consistent with the G20 and EU policy frameworks, UK regulators have adopted a range of policy measures that have significantly
changed the markets and prudential regulatory environment in the UK. In addition, UK regulators have introduced measures to
enhance accountability of individuals, and promote forward-looking conduct risk identification and mitigation, including by introducing
the senior managers and certification regimes.
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Regulatory Developments (continued)
Recovery and resolution

On 1 July 2017, the Firm filed with the Board of Governors of the Federal Reserve (“Federal Reserve”) and the Federal Deposit
Insurance Corporation (“FDIC") (collectively the “agencies”) its 2017 Resolution Plan, describing how the Firm remediated the
remaining unresolved shortcomings identified by the agencies in April 2016. In December 2017, we received feedback from the
agencies on the 2017 Resolution Plan. This feedback concluded that the Firm's 2017 Resolution Plan had no deficiencies and no
shortcomings, meaning that the agencies deem the plan to be credible and executable in a crisis.

The Company is considered a material legal entity (as defined in its 2017 Resolution Submission) for the purpose of the Firms' annual
Resolution Plan. As noted in the CEO report on page 1, the Firm has taken several steps to address the feedback provided in April
2016 including, among others, the objective to comprehensively reassess the resolvability of the UK subsidiaries, including the
Company, and simplify its financial, operational, and structural interconnectedness with JPMorgan Chase undertakings.

Trad}'ng and clearing legislation

In the EU, there have been significant regulatory reforms to give effect to the 2009 G20 policy agenda. This includes European
Market Infrastructure Regulation ("EMIR"), which began in 2012 and MiFID II/R, which began on 3 January 2018.

EMIR requires, among other things, the central clearing of certain standardised derivatives and risk mitigation techniques for uncleared
OTC ("over-the-counter”) derivatives. EMIR is currently being reviewed as part of the European Commission’s EMIR Regulatory
Fitness and Performance programme ("REFIT") legislative proposal, but this has not yet been finalised. EMIR REFIT proposes to
introduce targeted changes to EMIR to streamline the rules and make them less burdensome for certain counterparties.

MIFID II/R gives effect to the G20 commitment to move trading of standardised OTC derivatives to exchanges or electronic trading
platforms as well as significantly enhances requirements for pre- and post-trade transparency, clearing, trade and transaction reporting
and investor protection, and introduces a commodities position limits and reporting regime. MiFID II/R has introduced expanded
requirements for a broad range of investment management activities within their investor protection requirements, including product
governance, transparency on costs and charges, independent investment advice, inducements, record keeping and client reporting.

Loss absorbency requirements under the EU Bank Recovery and Resolution Directive

The EU Bank Recovery and Resolution Directive (‘BRRD") and the UK transposition of the Directive established a requirement for
the Bank of England (“BoE") to set a minimum requirement for own funds and eligible liabilities (“MREL"). The BoE finalised its policy
for setting external MREL in November 2016, which confirmed that the BoE will apply a level of MREL in line with the global Total
Loss Absorbing Capacity (“TLAC”) standard, including with regards to timing (transitional arrangements will apply from 1 January
2019, with full compliance required by 1 January 2022). TLAC is intended to facilitate the resolution of a financial institution without
causing financial instability and without recourse to public funds. The BoE subsequently issued a consultation paper on its proposed
approach to setting internal MREL in October 2017 which confirmed that implementation of internal MREL requirements will follow
the same timeline as for external MREL. The BoE is expected to finalise its internal MREL policy in 2018, with a view to communicating
Firm-specific interim targets ahead of the 1 January 2019 implementation date.

The potential impacts of these requirements on the Company are currently being considered. Once communication of the end state
requirement has been provided, the Company will establish-plans to ensure compliance with the requirements by the conformance
date. In the interim period however, the Company considers compliance with current minimum capital requirements to represent
compliance with its transitional MREL.

G-6
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Regulatory Developments (continued)
Capital Requirements Directive V (“CRD V")/Capital Requirements Regulation 2 ("CRR 2”)

The CRD V/CRR 2 proposal for revised capital and liquidity legislation for banks and investment firms will implement in the EU many
of the finalised Basel! Il capital and liquidity standards, including changes in relation to the leverage ratio, market risk capital, and a
stable funding ratio.

The European Council and the European Parliament continue to consider amendments to the European Commission’s proposal
from November 2016 to amend CRD IV/CRR. The trilogue process is expected to commence in 2018, albeit the date ofimplementation
remains difficult to predict. The proposals also include a transitional provision effectively delaying the implementation of most of the
new proposals for a further two years after the formal adoption of the legislation. Thus, a January 2021 start date for the significant
capital elements of the proposal seems likely. The changes proposed to the capital framework will require significant preparatory
work both in terms of interpretation and implementing the new rules, the proposals of which are discussed below.

+  The legislation proposes an intermediate parent undertaking (“IPU") requirement for foreign banks, which will require non-
EU banks operating in Europe (with total EU assets >EUR30bn or which are part of a global systemically important banks
(“G-SIBs")) to establish a single EU-located IPU. The full impact of the proposal on the Company's operations will be heavily
influenced by the outcome of the EU legislative process, including whether any flexibility is introduced to the requirement.

»  The Fundamental Review of the Trading Book (“FRTB") overhauls the market risk capital requirements and aims to develop
a new trading book framework. The impact on the Company has not been quantified at this stage under these updated
proposals.

»  Standardised approach to measuring counterparty credit risk exposures (“SA-CCR”) includes provisions differentiating
between margined and un-margined transactions and improving the capital framework’s risk sensitivity. SA-CCR also
provides clearer recognition of netting benefits and the degree of volatility in counterparty exposures. In practice, the
Company is expected to implement the Internal Model Method ('IMM") approach for a large part of its exposures by the
time SA-CCR is implemented, reducing the impact of the latter.

« Theleverage ratio was introduced in Basel 3 (and transposed into CRR), as a non-risk based measure of the level of capitai
held by a firm. it is calculated by assessing Tier 1 capital to Total Exposures. The amendments now mandate a binding
ratio, set at 3%, with discretion afforded to national authorities to increase this requirement if they deem necessary. It is not
expected that the European implementation of the leverage ratio requirements will be a binding constraint on the Company.

« The Basel Committee recently finalised certain changes to the Basel Il framework which includes revisions to the
standardised approach to credit risk and operational risk calculation methods. They will affect the Company only once
implemented in the EU through changes to the CRD. Note that no firm plans for implementation of these changes have
been set out by the EU legislative bodies.

Risk management

Risk is an inherent part of the Company's business activities. The Company’s overall objective is to manage its businesses, and the
associated risks, in a manner that balances serving the interests of its clients and customers and protects the safety and soundness
of the Company.

JPMorgan Chase’s and the Company'’s risk management framework seeks to mitigate risk and loss to the Firm and Company. The
Firm has established processes and procedures intended to identify, measure, monitor, report and analyse the types of risk to which
the Firm is subject. However, as with any risk management framework, there are inherent limitations to the Firm’s risk management
strategies because there may exist, or develop in the future, risks that the Firm has not appropriately anticipated or identified.

Firmwide Risk Management is overseen and managed on an enterprise-wide basis. The Firmwide governance strategy is set by
Line of Business ("LOB"). This is supported by global policies and standards to which all staff world-wide are required to adhere to.

Within Europe, the Middle East and Africa (‘EMEA”), a regional governance framework incorporates the Firmwide strategy, and the
Firm’s policies, procedures and LOB structure. This regional framework is thus supplemental and complementary to the global
framework and also provides the requisite link between the EMEA legal entities and the LOBs.

At a Company level, the Global Legal Entity Risk framework assigns risk tiers from 1 to 4 to the Firm’s significant operating entities
across all lines of business, where Tier 1 represents the highest level of risk management oversight required. Core and recommended
governance standards have been created for each tier of governance. The Company is considered as Tier 1.

The Company's Board of Directors and its committees maintain oversight of risk management, which is aligned to both the Firm risk
management framework and regulatory requirements.

All disclosures in the Risk management section (pages 7 - 24) are unaudited unless otherwise stated.
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Risk management (continued)

Risk summary

The following table summaries the risks inherent in the Company's business activities.

Risk

Definition

Economic risks

The risk that the Company has an insufficient level and composition of capital to support the Company’s business

Capital risk activities, and associated risks during normal economic environments and stressed conditions.
Credit risk The risk associated with the default or change in credit profile of a customer.
Country risk The framework for monitoring and assessing how financial, economic, political or other significant developments
b adversely affect the value of the Firm’s exposures related to a particular country or set of countries.
The risk that the Company will be unable to meet its contractual and contingent financial obligations as they arise or
Liquidity risk }h%t it does not have the appropriate amount, composition and tenor of funding and liquidity to support its assets and
iabilities.
The risk associated with the effect of changes in market factors, such as interest rates or foreign exchange rates, equity
Market risk and commodity prices, implied volatilities or credit spreads, on the value of assets and liabilities held for both the short
and long term. :
Non-U.S. dollar Non-U.S. dollar FX risk is the risk that changes in foreign exchange rates affect the value of the Company's assets or
Foreign Exchange liabilities or future resuilts.
("FX") risk

Structural interest
rate risk

The risk resuiting from the Company'’s traditional banking activities (accrual accounted on- and off balance sheet
positions) which includes extension of loans and credit facilities, taking deposits and issuing debt (collectively referred
to as “non-trading activities”).

Other core risks

Compliance risk

The risk of failure to comply with applicable laws, rules and regulations.

Conduct risk

The risk that any action or inaction by an employee of the Comgany could lead to unfair client/customer outcome,
compromise the Company's reputation, impact the integrity of the markets in which the Company operates, or reflect
poorly on the Firm's culture.

The risk of loss primarily caused by the actual or alleged failure to meet legal obligations that arise from the rule of law

Legal risk in jurisdictions in which the Firm and Company operates, agreements with clients and customers and products and
services offered by the Company and the Firm.
Model! risk The risk of the potential for adverse consequences from decisions based on incorrect or misused model outputs.

Operational risk

The risk associated with inadequate or failed internal processes, people or systems, or from external events.

Reputation risk

The potential that an action, inaction, transaction, investment or event will reduce trust in the Company and the Firm's
integrity or competence by our various constituents, including clients, counterparties, regulators, employees and the
broader public.

An overview of the key aspects of risk management is provided below. A detailed description of the policies and processes adopted
by the Firm may be found within the JPMorgan Chase & Co. 2017 Annual Report on Form 10-K.

Capital risk (audited)

Capital risk is the risk the Company has an insufficient level and composition of capital to support the Company's business activities
and associated risks during both normal economic environments and under stressed conditions.

A strong capital position is essential to the Company'’s business strategy and competitive position. The Firm’s capital management
strategy focuses on maintaining long-term stability to enable the Firm to build and invest in market-leading businesses, even in a
highly stressed environment. Prior to making any decisions on future business activities, senior management considers the
implications on the Firm's capital. Accordingly, its Capital Management Framework is designed to ensure that the Company is
adequately capitalised at all times in relation to:

(a)
®)

Minimum risk-based regulatory capital requirements (Pillar 1 capital under CRD IV plus Pillar 2/Individual Capital Guidance
("ICG") set by the PRA and relevant CRD |V buffers);

Minimum leverage requirements® (calculated per the final rules in the Capital Requirements Regulation (“CRR”) post the
delegated act (October 2014));

The risks faced by the entities, through regular comparisons of regulatory and internal capital requirements; and

Senior management’s risk appetite expressed, for example, through the application of an internal capital buffer and preferred
minimum capital ratios above those prescribed in regulation.

CRD IV implemented Basel lil in the EU, and came into force on 1 January 2014.
Disclosure requirement applicable from 1 January 2015.
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Risk management (continued)
Capital risk (audited) (continued)

The framework used to manage capital within the Company is based around a regular cycle of point-in-time capital calculations and
reporting, supplemented by forward-looking projections and stress-testing, with corrective action taken as and when required to
maintain an appropriate level of capitalisation. Each part of the process is subject to rigorous control, including capital adequacy
reporting with daily, weekly, or quarterly frequency to ensure the Company maintains appropriate oversight in line with the Capital
environment. Escalation of issues is driven by a framework of specific triggers, set in terms of capital and leverage ratios, movements
in those ratios and other measures.

Through the quarterly Internal Capital Adequacy Assessment Process (‘ICAAP”), the Company ensures that it is adequately
capitalised in relation to its risk profile and appetite, not only as at the ICAAP date, but through the economic cycle and under a
range of severe but plausible stress scenarios. The annual 'Reverse stress testing' exercise is used to identify potential, extreme
scenarios which might threaten the viability of the Company's business model, so that any required mitigation can be put in place.

The composition of capital of the Company is as follows. All tiers of capital are shown net of applicable deductions.

31 December 2017 2016

$'000 $'000
Common Equity Tier 1 (Equity share capital and reserves) 39,877,617 30,133,855
Other Tier 1 (Preference shares and preferred ordinary shares) (note 24) ’ —_ 3,089,899
Tier 2 (Preference shares and subordinated loan) (note 24) — 4,087,261
Total capital resources 39,877,617 37,311,015
Pillar 1 capital requirement (unaudited) 20,014,406 15,964,475
Excess of total capital resources over Pillar 1 capital requirements (unaudited) 19,863,211 21,346,540
Common Equity Tier 1 ratio ("CET 1") (unaudited) 15.9% 15.1%
Pillar 1 capital ratio (unaudited) 15.9% 18.7%

As of 31 December 2017 and 2016, the Company was adequately capitalised and met all external capital requirements. Capital
resources utilised to calculate capital ratios are inclusive of audited current year profits. Additionally, the operational risk requirement
included within the Pillar 1 Capital Requirement has been recalculated to incorporate current year net income.

Company information is included as part of the consolidated Pillar 3 disclosures of J.P. Morgan Capital Holdings Limited made
available on the Firm's website in accordance with Part Eight of the European Capital Requirements Regulation. These are published
on an annual basis or more frequently where the Firm has assessed a further need to do so under the guidelines (EBA/ GL/2014/14)
set out by the EBA. These disclosures are not subject to external audit.

Credit risk (audited)

Creditrisk is the risk associated with the default or change in credit profile of a client, counterparty or customer. Credit risk management
is an independent risk management function that monitors, measures and manages credit risk throughout the Firm and defines credit
risk policies and procedures. The credit risk function reports to the Firm's Chief Risk Officer ("CRO").

The Company is exposed to credit risk through its underwriting, lending, market-making, capital markets and hedging activities with
and for clients and counterparties, as well as through its operating services activities (such as clearing activities), securities financing
activities, investment securities portfolio, and cash internally swept to other group entities. Whilst the Firm has established a
comprehensive Firmwide risk policy framework, this is supplemented as required by legal entity-specific risk policies. As such, the
Company's Credit Risk Management policy supplements the Firmwide risk policy framework and is approved by the Company's
Board and Board of Directors' Risk Policy Committee ("DRPC").

Risk identification and measurement

The Credit Risk Management function monitors, measures, manages and limits credit risk across the Firm'’s businesses. To measure
credit risk, the Firm employs several methodologies for estimating the likelihood of obligor or counterparty default. Methodologies
for measuring credit risk vary depending on several factors, including type of asset, risk measurement parameters, and risk
management and collection processes. Credit risk measurement is based on the probability of default of an obligor or counterparty,
the loss severity given a default event and the exposure at default.
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Risk management (continued)
Credit risk (audited) (continued)

For the Company’s portfolio, credit loss estimates are based on estimates of the probability of default (*PD") and loss severity given
a default. The probability of default is the likelihood that a borrower will default on its obligation; the loss given default (LGD") is the
estimated loss on the loan that would be realised upon the default and takes into consideration collateral and structural support for
each credit facility. The estimation process includes assigning risk ratings to each borrower and credit facility to differentiate risk
within the portfolio. These risk ratings are reviewed regularly by Credit Risk Management and revised as needed to reflect the
borrower's current financial position, risk profile and related collateral. The calculations and assumptions are based on both internal
and external historical experience and management judgment and are reviewed regularly.

Stress testing

Stress testing is important in measuring and managing credit risk in the Company’s credit portfolio. The process assesses the potential
impact of alternative economic and business scenarios on estimated credit losses for the Firm. Economic scenarios and the underlying
parameters are defined centrally, articulated in terms of macroeconomic factors and applied across the businesses. The stress test
results may indicate credit migration, changes in delinquency trends and potential losses in the credit portfolio. In addition to the
periodic stress testing processes, management also considers additional stresses outside these scenarios, including industry and
country specific stress scenarios, as necessary. The Firm uses stress testing to inform decisions on setting risk appetite both at a
Firm and Company level, as well as to assess the impact of stress on individual counterparties.

Risk monitoring and management

The Company is subject to the policies and practices developed by the Firm. The policy framework establishes credit approval
authorities, concentration limits, risk-rating methodologies, portfolio review parameters and guidelines for management of distressed
exposures. In addition, certain models, assumptions and inputs used in evaluating and monitoring credit risk are independently
validated by groups that are separate from the line of businesses.

Credit risk is monitored regularly at an aggregate portfolio, industry, and individual client and counterparty level with established
concentration limits that are reviewed and revised as deemed appropriate by management, typically on an annual basis. Industry
and counterparty limits, as measured in terms of exposure and economic risk appetite, are subjectto stress-based loss constraints.
In addition, wrong-way risk (the risk that exposure to a counterparty is positively correlated with the impact of a default by the
same counterparty, which could cause exposure to increase at the same time as the counterparty's capacity to meet its obligations
is decreasing) is actively monitored as this risk could result in greater exposure at default compared with a transaction with
another counterparty that does not have this risk.

Management of the Firm's credit risk exposure is accomplished through a number of means, including:

«  Loan underwriting and credit approval process
* Loan syndications and participations

+ Loan sales and securitisations

«  Credit derivatives

+  Master netting agreements

« Collateral and other risk-reduction techniques

Risk reporting

To enable monitoring of credit risk and effective decision making by the Company, aggregate credit exposure, concentration
levels and risk profile changes are reported regularly to senior members of Credit Risk Management. Detailed portfolio reporting
of industry; clients, counterparties and customers; product and geographic concentrations occurs monthly, and the
appropriateness of the allowance for credit losses is reviewed by senior management at least on a quarterly basis. Through the
risk reporting and governance structure, credit risk trends and limit exceptions are provided regularly to, and discussed with, risk
committees, senior management and the Board of Directors as appropriate.

Credit risk exposures (audited)

The table below presents the Company's total balance sheet exposure and net exposure to financial assets after taking account of
certain risk mitigants. Gross balance sheet exposure is reported on a net-by-counterparty basis for derivatives and securities
purchased under agreements to resell when the legal right and intention of offset exists under an enforceable netting agreement as
required under IAS 32 'Financial Instruments: Presentation' (“IAS 32"). Net exposure is presented after taking account of assets
which are primarily exposed to market risk, enforceable master netting agreements (where the offsetting criteria under IAS 32 is not
met) and the value of collateral received in respect of financial assets.
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Net balance sheet exposure

held with:
Master
Gross Assets netting Cash & Netexposure JPMorgan External
balance sheft captured by agreements securi after risk Chase counter
exposure ¥ market risk and other collateral mitigants undertakings parties
$'000 $'000 $'000 $'000 $'000 $'000 $'000
At 31 December 2017
Financial assets:
Cash and balances at central banks 21,677,066 -_— _ -— 21,677,066 - 21,677,066
Loans and advances to banks 9,812,066 -_ —_ _ 9,812,066 7,071,710 2,740,356
Loans and advances to customers ! 2,612,322 — — (982,674) 1,629,648 - 1,629,648
Securities purchased under agreements
to resell 135,385,611 _— (11,525,344) (114,161,493) 9,698,774 1,143,293 8,555,481
Securities borrowed 27,072,599 —_ (9,100,106} (15,846,294) 2,126,199 251,848 1,874,351
Financial assets held for trading 340,258,613  (107,884,895) (190,867,129)  (24,340,531) 17,166,058 — 17,166,058
Financial assets designated at fair value
through profit or loss 341,602 (341,602) — _ —_ — —_
Debtors 79,646,622 —_ —_ — 79,646,622 43,282,339 36,364,283
Accrued income 652,028 — —_ _ 652,028 107,668 544,360
Total ©® 617,458,529  (108,226,497) (211,492,579) (155,330,992) 142,408,461 51,856,858 90,551,603
Net balance sheet exposure
held with:
Master
Gross Assets netting Cash & Net exposure JPMorgan External
balance sheﬂ captured by agreements securi after risk Chase counter
exposure market risk and other collateral mitigants undertakings parties
$'000 $'000 $'000 $'000 $'000 $'000 $'000
At 31 December 2016
Financial assets:
Cash and balances at central banks 20,597,168 —_— —_ —_ 20,597,168 _ 20,597,168
Loans and advances to banks 6,123,936 —_ - —_ 6,123,936 4,277,086 1,846,850
Loans and advances to customers ! 3,100,053 — —_ (497,148) 2,602,905 - 2,602,905
Securities purchased under agreements
to resell 130,416,852 -_ (6,449,414) (119,614,194) 4,353,244 731,500 3,621,744
Securities borrowed ¥ 25,831,106 —_ (17,174,407) (6,518,661) 2,138,038 607,801 1,630,237
Financial assets held for trading 323,045,808 (89,327,429) (200,311,833) (19,626,339) 13,780,207 —_ 13,780,207
Financial assets designated at fair value
through profit or loss 315,659 (315,659) - — - - —
Debtors 56,473,025 —_ —_ —_ 56,473,025 24,830,586 31,642,439
Accrued income 447,989 —_ —_ —_ 447 989 29,341 418,648
Total ® 566,351,596 (89,643,088) (223,935,654) (146,256,342) 106,516,512 30,476,314 76,040,198

(a) Of the above on-balance sheet assets, $226,720 million (2016: $215,545 million) is held with other JPMorgan Chase undertakings. For further details of these

amounts by line item category, refer to the notes to the financial statements.

(b) Cash and security collateral received in respect of financial assets held for trading is limited to net balance sheet exposure, after taking account of master netting

and other arrangements.

(c) The net balance sheet exposure on loans and advances to customers is presented without taking into account credit risk mitigants such as financial guarantees.

(d) The fair value of the security collateral in respect of securities financing transactions is, in aggregate, greater than the net amounts reported on balance sheet,
and therefore, the related amounts included as cash and security collateral have been limited to the inclusion of collateral to the extent of the net amount by

counterparty.

(e) Off balance sheet exposure consists of lending commitments of $20,455 million (2016: $15,307 million). Refer to note 27.
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The Company'’s credit exposures and credit risk mitigants are further described below:

Cash and balances at central banks
Cash and balances with central banks include interest-bearing deposits. These are with investment grade institutions.

Loans and advances to banks
The Company places substantially all of its deposits with banks, which are of investment grade to mitigate credit risk exposure.

Loans and advances to customers

The table below presents the Company’s credit exposure and maturity profile to gross loans and advances to customers before any
provision for impairment. The ratings scale is based on the Firm's internal risk ratings, which generally correspond to the ratings as
defined by S&P and Moody's Investors Service.

Maturity and ratings profile © 2017 2016
$'000 $'000

Maturity
5 years or more 61,004 90,210
5 years or less but over 1 year 1,995,490 2,790,360
1 year or less but over 3 months 597,257 165,643
3 months or less 59,766 56,573
Total 2,713,517 3,102,786

Rating profile

Investment grade (AAA/Aaa to BBB-/Baa3) : 955,165 1,701,998
Sub-investment grade (BB+/Ba1 & below) 1,768,352 1,400,788
Total 2,713,517 3,102,786

Analysis of concentration credit risk

Concentrations of credit risk arise when a number of customers are engaged in similar business activities or activities in the same
geographic region, or when they have similar economic features that would cause their ability to meet contractual obligations to be
similarly affected by changes in economic conditions.

Credit risk concentration 2017 2016
$'000 $'000

Geographic region
United Kingdom 152,758 81,067
Other European 1,883,726 2,522,432
Rest of the world : 677,033 499,287
Total 2,713,517 3,102,786

industry concentration

Commercial and industrial - 1,416,130 1,991,138
Real estate . 511,834 726,191
Financial institutions © 522,859 83,154
Other ’ 262,694 302,303
Total 2,713,517 3,102,786
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Loans and advances to customers {continued):

The table below presents the Company's impaired loans.

2017 2016
$'000 $'000

Impaired loans
Non-impaired loans 2,265,214 3,073,997
Impaired loans 318,319 26,056
Provision for impairment 129,984 2,733
2,713,517 3,102,786

Securities purchased under agreements to resell and securities borrowed

The Company generally bears credit risk related to resale agreements and securities borrowed where cash advanced to the
counterparty exceeds the expected value of the collateral received on default. The Company's credit exposure on these transactions
is therefore significantly lower than the amounts recorded on the balance sheet, which forthe substantial majority represent contractual
value before consideration of any collateral received. The Company also has a potential credit exposure on repurchase agreements
and securities loaned, which are liabilities on its balance sheet, to the extent that the value of collateral pledged to the counterparty
for these transactions exceeds the amount of cash or collateral received.

Financial assets held for trading
Debt and equity instruments are primarily exposed to market risk and are therefore deducted to determine the net credit risk exposure.

Derivatives are reported at fair value on a gross by counterparty basis in the Company’s financial statements uniess the Company
has current legal right of set-off and also intends to settle on a net basis. The majority of the credit risk exposure is mitigated by cash
collateral, margin arrangements and enforceable master netting arrangements. The counterparty credit risk on the derivative portfolio
is generally mitigated by arrangements provided to the Company by JPMorgan Chase Bank N.A..

Financial assets designated at fair value through profit and loss
Financial assets designated at fair value through profit or loss represent unlisted equity securities and loans. These are both primarily

exposed to market risk and are therefore deducted to determine net credit risk exposure.

Debtors and other assets

The Company is exposed to credit risk from its debtors through its amounts due from brokers/dealers, customers and JPMorgan
Chase undertakings. These primarily comprise receivables related to cash collateral paid to counterparties in respect of derivative
financial instruments. In addition, these balances also include receivables related to sales of securities which have traded, but not
yet settled. These receivables generally have minimal credit risk due to the low probability of clearing organisation default and failure
to deliver, the short-term nature of receivables related to securities settlements which are predominately on a delivery versus payment
basis.

Country risk

~ The Firm has a country risk management framework for monitoring and assessing how financial, economic, political or other significant

developments adversely affect the value of the Firm’s exposures related to a particular country or set of countries. The Country Risk
Management group actively monitors the various portfolios which may be impacted by these developments to ensure the Firm's and
Company’s exposures are diversified and that exposure levels are appropriate given the Firm and Company'’s strategy and risk
tolerance relative to a country.

Country risk organisation and management

Country Risk Managementis an independent risk management function that assesses, manages and monitors country risk originated
across the Firm. The Firmwide Risk Executive for Country Risk reports to the Firm’s CRO. The Firm’s country risk Management
function includes the following activities:

«  Establishing policies, procedures and standards consistent with a comprehensive country risk framework

»  Assigning sovereign ratings and assessing country risks and establishing risk tolerance relative to a country
»  Measuring and monitoring country risk exposure and stress across the Firm

«  Managing and approving country limits and reporting trends and limit breaches to senior management

+ Developing surveillance tools, such as signalling models and ratings indicators for early identification of potential country risk
concerns

»  Providing country risk scenario analysis
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Country risk sources and measurement

The Firm and Company are exposed to country risk through their lending and deposits, investing, and market-making activities,
whether cross-border or locally funded. Country exposure includes activity with both government and private-sector entities in a
country. Under the Firm's internal country risk management approach, country exposure is reported based on the country where the
majority of the assets of the obligor, counterparty, issuer or guarantor are located or where the majority of its revenue is derived,
which may be different than the domicile (legal residence) or country of incorporation of the obligor, counterparty, issuer or guarantor.
Country exposures are generally measured by considering the Firm's and Company'’s risk to an immediate default of the counterparty
or obligor, with zero recovery. Assumptions are sometimes required in determining the measurement and allocation of country
exposure, particularly in the case of certain non-linear or index exposures. The use of different measurement approaches or
assumptions could affect the amount of reported country exposure.

Under the Firm’s internal country risk measurement framework used by the Company:

+ Lending exposures are measured at the total committed amount (funded and unfunded), net of the allowance for credit
losses and cash and marketable securities collateral received

« Deposits are measured as the cash balances placed with central and commercial banks
«  Securities financing exposures are measured at their receivable balance, net of collateral received
«  Debt and equity securities are measured at the fair value of all positions, including both long and short positions

«  Counterparty exposure on derivative receivables is measured at the derivative’s fair value, net of the fair value of the related
collateral. Counterparty exposure on derivatives can change significantly because of market movements

«  Credit derivatives protection purchased and sold is reported based on the underlying reference entity and is measured at the
notional amount of protection purchased or sold, net of the fair value of the recognised derivative receivable or payable.
Credit derivatives protection purchased and sold in the Firm’s market making activities is measured on a net basis, as such
activities often result in selling and purchasing protection related to the same underlying reference entity; this reflects the
manner in which the Firm manages these exposures

Some activities may create contingent or indirect exposure related to a country (for example, providing clearing services or secondary
exposure to collateral on securities financing receivables). These exposures are managed in the normal course of business through
the Firm's and Company'’s credit, market, and operational risk governance, rather than through Country Risk Management.

Country risk stress testing

Stress testing is an important component of the Firm's country risk management framework, which aims to estimate and limit losses
arising from a country crisis by measuring the impact of adverse asset price movements to a country based on market shocks
combined with counterparty specific assumptions. Country Risk Management periodically designs and runs tailored stress scenarios
to test vulnerabilities to individual countries, or group of countries, in response to specific or potential market events, sector
performance concerns and geopolitical risks.

Country risk reporting

The Company'’s top five country exposures as of 31 December 2017 are the United Kingdom, Spain, France, Belgium and Germany.
The selection of countries represent the Company’s largest total exposures by country, based on the Firm’s internal country risk
management approach, and does not represent the Firm’s view of any actual or potentially adverse credit conditions. Country
exposures may fluctuate from period to period due to client activity and market flows.
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Liquidity risk is the risk that the Company will be unable to meet its contractual and contingent financial obligations as they arise or
that it does not have the appropriate amount, composition and tenor of funding and liquidity to support its assets and liabilities.

Liquidity risk oversight

The Firm has a liquidity risk oversight function whose primary objective is to provide assessment, measurement, monitoring, and
control of liquidity risk across the Firm. Liquidity risk oversight is managed through a dedicated Firmwide Liquidity Risk Oversight
group. The Chief Investment Office ("CIO"), Treasury, and Corporate Chief Risk Officer ("CTC CRO"), who reports to the Firm's CRO,
as part of the independent risk management function, is responsible for Firmwide Liquidity Risk Oversight. Liquidity Risk Oversight's
responsibilities include:

»  Establishing and monitoring limits, indicators, and thresholds, including liquidity risk appetite tolerances;

»  Monitoring internal Firmwide and material legal entity stress tests, and monitoring and reporting regulatory defined liquidity
stress testing;

»  Approving or escalating for review liquidity stress assumptions;
«  Monitoring liquidity positions, balance sheet variances and funding activities; and
«  Conducting ad hoc analysis to identify potential emerging liquidity risks.

The Company leverages the Firmwide risk framework.

Liquidity management
Treasury and CIO are responsible for liquidity management. The primary objectives of effective liquidity management are to:

«  Ensure that the Firm’'s core businesses and material legal entities are able to operate in support of client needs and meet
contractual and contingent obligations through normal economic cycles as well as during stress events; and

« Manage an optimal funding mix, and availability of liquidity sources.

The Firm manages liquidity and funding using a centralised, global approach across its entities, taking into consideration both their
current liquidity profile and any potential changes over time, in order to optimise liquidity sources and uses.

In the context of the Firm’s liquidity management, the Treasury and CIO is responsible for:

»  Analysing and understanding the liquidity characteristics of the Firm, lines of business and legal entities’ assets and liabilities,
taking into account legal, regulatory, and operational restrictions;

«  Developing internal liquidity stress testing assumptions;

- Defining and monitoring Firmwide and legal entity-specific liquidity strategies, policies, guidelines, reporting and cohtingency
funding plans;

« Managing liquidity within approved liquidity risk appetite tolerances and limits;
«  Managing compliance with regulatory requirements related to funding and liquidity risk; and

- Setting transfer pricing in accordance with underlying liquidity characteristics of balance sheet assets and liabilities as well as
certain off-balance sheet items.

The Company is regulated by the PRA and, from 1 October 2015, was expected to comply with the liquidity coverage ratio ("LCR")
guidance set outin the Delegated Act (Commission delegated regulation (EU) 20156/61). The LCRis intended to measure the amount
of "high quality liquid assets ("HQLA") held by the Company in relation to estimated net liquidity outflows within a 30 calendar day
stress period. The LCR was required to be 80% at 1 October 2015, rising to 90% on 1 January 2017 until reaching the 100% minimum
by 1 January 2018. At 31 December 2017, the Company was compliant with the fully phased-in LCR.

The Basel Committee finat standard for net stable funding ratio ("Basel NSFR") is intended to measure the "available" and "required”
amounts of stable funding over a one-year horizon. On 23 November 2016, the European Commission introduced its legisiative
proposal for the NSFR (“EU NSFR"), amending Regulation (EU) No 575/2013. The proposal is subject to approval from the European
Parliament and Council of the EU. The Company is expected to comply with the EU NSFR at a level of 100% two years after the
date of entry into force of the proposed regulation, as is permitted.

A regular internal assessment of the liquidity risk management framework is performed which informs the directors of the liquidity
risks resulting from business activities in addition to the current and future funding needs of the Company.
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Risk governance and measurement

Specific committees responsible for liquidity governance inciude the Firmwide Asset Liability Committee ("ALCQ"), as well as line
of business and regional ALCOs, Treasury and Corporate ("CTC") Risk Committee; and the Company's Directors' Risk Policy
Committee ("DRPC") and EMEA Risk Committee.

Internal stress testing

Liquidity stress tests are intended to ensure that the Company has sufficient liquidity under a variety of adverse scenarios, including
scenarios analysed as part of the Firm'’s resolution and recovery planning. Stress scenarios are produced for the Company on a
regular basis and ad hoc stress tests are performed, as needed, in response to specific market events or concerns. Liquidity stress
tests assume all of the Company's contractual financial obligations are met and take into consideration:

»  Varying levels of access to unsecured and secured funding markets;
+  Estimated non-contractual and contingent cash outflows; and

»  Potential impediments to the availability and transferability of liquidity between jurisdictions and material legal entities such as
regulatory, legal or other restrictions.

Liquidity outflow assumptions are modelled across a range of time horizons and currency dimensions and contemplate both market
and idiosyncratic stress.

Results of stress tests are considered in the formulation of the Company's funding plan and assessment of its liquidity position.

Liquidity risk stress testing is established at the Firm and material legal entity level. The Company's liquidity stress testing is
incorporated within the JPMorgan Chase legal entity liquidity risk framework and follows Firmwide liquidity assumptions, with additional
considerations for intercompany positions and the definition of local liquid asset buffer.

Contingency funding plan

The Firm’s contingency funding plan (“CFP") is approved by the Firmwide ALCO and the DRPC. The Company's addendum to the
CFP is approved by the JPMS plc DRPC and the Board. The CFP and the addendum is a compilation of procedures and action
plans for managing liquidity through stress events. The CFP and the addendum incorporate the limits and indicators set by the
Liquidity Risk Oversight group. These limits and indicators are reviewed regularly to identify the emergence of risks or vuinerabilities
in'the Company’s liquidity position. The CFP identifies the alternative contingent funding and liquidity resources available to the
Company in a period of stress.

Funding

The Company's sources of short-term secured funding primarily consist of securities loaned or sold under agreements to repurchase.
Securities loaned or sold under agreements to repurchase are secured predominantly by high-quality securities collateral, including
government-issued debt, agency debt and agency mortgage-backed securities (‘MBS”), and constitute a significant portion of the
federal funds purchased and securities loaned or sold under repurchase agreements. The directors believe that the Company's
unsecured and secured funding capacity is sufficient to meet its on and off-balance sheet obligations.

Credit ratings

The Company is rated on a standalone non-guaranteed basis, independent credit ratings agencies Moody's Investors Service,
Standard & Poor's and Fitch Ratings have rated the Company as 'A1/P-1', 'A+/A-1' and "AA-/F1+' respectively. On 1 June 2017,
JPMorgan Chase Bank, N.A. terminated its guarantee of the payment of all obligations of the Company, whose credit ratings previously
reflected the benefit of this guarantee.
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The table below presents the maturity details of all financial liabilities. Financial liabilities held for trading and financial liabilities
designated at fair value through profit and loss have been disclosed at their fair values, consistent with how these financial liabilities

are managed. Amounts greater than one year represent undiscounted cash flows. Due to the nature and contractual maturity of all
other financial liabilities they are presented at the carrying amount, which is not materially different to the undiscounted cash flow.

Less than  More than Less than  More than

1 year 1 year Total 1 year 1 year Total

2017 2017 2017 2016 2016 2016

$'000 $'000 $'000 $'000 $'000 $'000

Securities sold under agreements to repurchase 74,937,158 — 74,937,158 61,127,630 529,641 61,657,271

Securities loaned 12,550,040 — 12,550,040 20,133,325 — 20,133,325

Financial liabilities held for trading 308,288,068 — 308,288,068 293,525,746 — 293,525,746

Financial liabilities designated at fair value through 222283 1,242,964 1,465,247 — — —
profit or loss

Trade creditors 30,479,035 — 30,479,035 29,755,510 — 29,755,510

Amounts owed to JPMorgan Chase undertakings 83,225,471 41,105,000 124,330,471 60,000,153 39,493,650 99,493,803

Other liabilities 25,271,893 — 25,271,893 23,844,456 — 23,844,456

534,973,948 42,347,964 577,321,912 488,386,820 40,023,291 528,410,111

The majority of short term funding transactions by way of repurchase agreements and stock lending have short-dated maturities,
typically less than one month. Trade creditors predominantly includes unsettled trades and other liabilities includes cash collateral
received. Both have short-dated maturities. Financial liabilities designated at fair value through profit or loss represent a long term
margin loan. Financial liabilities held for trading primarily include derivatives and short positions and are ordinarily classified as
liabilities falling due within one year for the purpose of disclosure under IFRS 7 ‘Financial Instruments: Disclosures’.

Market risk (audited)

Market risk is the exposure to an adverse change in the market value of financial instruments caused by a change in market
parameters. The primary categories of market parameters are:

« Interest rates - Interest rate risk primarily results from exposure to changes in the level, slope and curvature of the yield curve
and the volatility of interest rates, and mortgage prepayment rates;

«  Foreign exchange rates - Foreign exchange rate risk results from exposure to changes in prices and volatility of currency
rates;

«  Eaquity prices - Equity price risk arises from exposure to changes in prices and volatility of individual equities, equity baskets
and equity indices;

+ Credit spreads - Credit spreads are the difference between yields on corporate debt subject to default risk and government
bonds; and

»  Commodity prices - Commodity price risk results from exposures to changes in prices and volatility of commodities, such as
natural gas, crude oil, petroleum products, precious and base metals and electricity.

Market risk management

The Firmwide Risk Executive Market Risk ("FRE") and LOB Chief Risk Officers ("CROs") are responsible for establishing an effective
market risk organisation at the Firm level. The FRE and LOB Heads of Market Risk establish the framework to measure, monitor
and control market risk within the Firm.

The Market Risk function is scaled and organised according to the amount and complexity of market risk arising from the business
activity. Market risk management may be the responsibility of a dedicated Market Risk group or may be performed as part of the
broader Risk Management function.

In addition to the Risk Governance framework detailed in the Risk Governance policy, additional senior Market Risk management
risk oversight within the Firm is provided via the Firmwide Market Risk Forum and Market Risk Contro! forum which typically convene
monthly. .
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Company specific market risk governance is established in the Company's market risk policy, additional risk oversight is provided
through the following committees:

. EMEA Risk Committee ("ERC"): The ERC provides oversight of the risks inherent in the Firm's business conducted or booked
into EMEA entities and EMEA branches of ex-EMEA firms. As part of the risk governance the ERC receives information on
the Company's headline exposures, Value-at risk ("VaR"), stress, core risks, Single Name Position Risk ("SNPR") exposures,
limit breaches and approvals. The ERC, which convenes at least monthly, receives updates from sub-committees and any
other items which require escalation.

. UK Market Risk Committee ("UK MRC"): The Company risk profile and market risk related items are reviewed and discussed
at the UK MRC, which is a sub-committee of the ERC. The UK MRC convenes monthly and is attended by market risk
representatives from each LOB, with invitation extended to other risk related groups as appropriate. ltems covered include
risk analysis on topical market events that could result in material losses for the Company, and significant items related to
market risk methodology matters e.g. stress testing methodology changes. LOB representatives provide risk updates in
relation to significant changes to legal entity specific risk profiles.

Market risk measurement

Multiple measures are used to capture market risk and set limits as appropriate. These measures include, but are not limited to,
VaR, stress testing, non-statistical measures, profit & loss ("P&L") drawdowns/loss advisories and SNPR. As the appropriate set of
risk measures utilised for a given business activity depends on business mandate, risk horizon, materiality, market volatility and other
factors, not all measures are used in all cases.

VaR

The Firm utilises VaR, a statistical risk measure, to estimate the potential loss from adverse market moves in the current market
environment. The Firm has a single VaR framework used as a basis for calculating Risk Management VaR and Regulatory VaR. The
Company utilises the Firm's VaR methodology and considers local regulations and processes on the application of these Firmwide
standards on VaR monitoring and calculation.

The framework is employed across the Firm (inclusive of the Company) using historical simulation based on data for the previous
12 months. The framework’s approach assumes that historical changes in market values are representative of the distribution of
potential outcomes in the immediate future. The Firm believes the use of Risk Management VaR provides a stable measure of VaR
that closely aligns to the day-to-day risk management decisions made by the lines of business, and provides the necessary and
appropriate information needed to respond to risk events on a daily basis.

Risk Management VaR assumes a one-day holding period and an expected tail-loss methodology which approximates a 95%
confidence level. VaR provides a consistent framework to measure risk profiles and levels of diversification across product types
and is used for aggregating risks across businesses and monitoring limits. The Company’s VaR results are reported to the Company's
senior management, Chief Executive Officer ("CEQ"), CRO, Market Risk Officer ("MROQO") and at the relevant risk governance
committees.

The Firm's VaR model calculations are periodically evaluated and enhanced in response to changes in the composition of the Firm's
portfolios, changes in market conditions, improvements in the Firm’s modelling techniques and other factors. Such changes may
also affect historical comparisons of VaR results. Model changes undergo a review and approva! process by the Model Review Group
prior to implementation into the operating environment. The Firm's model governance, enhancements and the results from model
review are cascaded down to the Company level.

The Firm calculates separately a daily aggregated VaR in accordance with regulatory rules ("Regulatory VaR"), which is used to
derive the Firm’s Regulatory VaR-based capital requirements under Basel lll. This Regulatory VaR model framework currently
assumes a ten business-day holding period and an expected tail loss methodology which approximates a 99% confidence level.
Regulatory VaR is applied to “covered” positions as defined by Basel lll, which may be different than the positions included in the
Firm's Risk Management VaR.

Monitoring of Regulatory VaR was introduced for the Company as part of its application to utilise VaR for calculation of model based
regulatory capital under the Internal Models Approach. As with the Firmwide approach (outlined above), the Company specific
regulatory VaR metric, VaR Based Measure ("VBM"), assumes a 10 day holding period under a 99% confidence interval. In addition
to the Regulatory VaR, which models the impact from General Risk, VBM further incorporates impact from Specific Risk.
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While VBM models the VaR based impact from adverse market moves under current market environment, monitoring of impacts
under stressed markets are monitored as Stressed VBM ("SVBM"). Monitoring of these measures is achieved through specific risk
reports in dailyiweekly distributions.

Stress testing

Along with VaR, stress testing is an important tool in measuring and controlling risk. While VaR reflects the risk of loss due to adverse
changes in markets using recent historical market behaviour as an indicator of losses, stress testing is intended to capture the Firm's
and Company's exposure to unlikely but plausible events in abnormal markets. Both the Firm and the Company run weekly stress
tests on market-related risks across the lines of business using multiple scenarios that assume significant changes in risk factors
such as credit spreads, equity prices, interest rates, currency rates or commodity prices.

The Company uses a humber of standard scenarios defined at the Firm level that capture different risk factors across asset classes
including geographical factors, specific idiosyncratic factors and extreme tail events. The stress testing framework calculates multiple
magnitudes of potential stress for both market rallies and market sell-offs for each risk factor and combines them in multiple ways
to capture different market scenarios. For example, certain scenarios assess the potential loss arising from current exposures held
by the Company due to a broad sell off in bond markets or an extreme widening in corporate credit spreads. The flexibility of the
stress testing framework allows risk managers to construct new, specific scenarios that can be used to form decisions about future
possible stress events. The stress testing framework is known as Firmwide Stress Infrastructure ("FSI"), established at the Firmwide
level, and is a risk management tool that simulate’s changes to the prices of trading assets across a range of economic and market
scenarios. It is used to measure the Company’s vulnerability to losses under a range of stressed but plausible market environments
and to understand the risk factors and assets responsible for those losses. In addition to the FSI scenarios, the Company defines
bespoke scenarios which are designed to severely stress the Company's specific vulnerabilities and concentrations.

Non-statistical risk measures

Non-statistical risk measures include sensitivities to variables used to value positions, such as credit spread sensitivities, interest
rate basis point values and market values. These measures provide granular information on the Firm’s market risk exposure. They
are aggregated by LOB and by risk type, and are also used for monitoring internal market risk limits.

P&L Drawdowns/ Loss advisories

P&L drawdowns and loss advisories are tools used to highlight trading losses above certain levels of risk tolerance. P&L drawdowns
are defined as the decline in net profit and loss since the year-to-date peak revenue level.

SNPR

SNPR captures exposures to credit families (and entities within credit families) or standalone issuer/issuers families not part of
credit families, assuming defauit of the issuer with zero recovery.

The Company follows a similar approach to the Firm's SNPR framework, with specific governance and approval aspects recorded
in the Company’s specific procedure documents, reviewed annually by the Company's Board. Limit approvals for SNPR limit changes
in the Company are provided by the SNPR Lead Executive and other pre-designated Company Market Risk senior management.

Risk monitoring and control

Market risk is controlled primarily through a series of limits, established at both the Firm and the Company level, set in the context
of the market environment and business strategy. In setting limits, the Company takes into consideration factors such as market
volatility, product liquidity and accommodation of client business and management experience. The Company maintains different
level of limits. Company level limits include VaR and Stress limits, which are under the governance and ownership of the Company's
Board. As per policy/procedure guidance, the Company's Board can delegate its approval authority to the Company's CEO, CRO
and MRO. Similarly, LOB limits, maintained at the Company, are established across VaR, Stress and Non-statistical measures and
have pre-designated Business Heads and LOB Market Risk leads, as signatories.

Market Risk reviews Company level market risk limits at least semi-annually. Limit reviews appropriately consider the underlying
trading, investing and hedging strategies of the business, along with the limit utilisation. If peak utilisation is less than 50% during a
six month lookback period, the limit is either reduced or rationale for maintaining the limit at that level is documented.

Additional controls exist at the Firm level e.g. Authorised Instruments and LOB Pre-trade Transaction Guidelines. While these controls
are operational at the Firm level, monitoring of activity and control breaches allows transparency at the Company level.
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The table below shows the result of the Company's risk management VaR measures using a 95% confidence level.

2017 2016 At 31 December
Avg. Min Max @ Avg. Min Max® 2017 2016
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
95 % VaR 17,033 10,627 49,406 18,958 14,675 45,782 17,876 17,826

@ Maximum VaR ($49.4 million) for 2017 was driven by a failed risk transfer process within the Global Commodities business which was

resolved the next day. There was no breach at Firmwide level due to offsetting exposure within another JPMorgan Chase undertaking.
Maximum VaR ($45.7 million) for 2016 was driven by a transaction booked within JPMS plc with offsetting risk booked in another JPMorgan

Chase legal entity resulting in overall zero net risk across the Firm. Subsequently, JPMS plc booked an inter-entity hedge to bring JPMS plc's
VaR back to normal utilisation levels.

()

The Company's market risk profile is net long risk across fixed income assets, commaodities, local currency/short U.S. dollar foreign
exchange markets and equity exposure. Fixed income positions drive the risk and these are generally held in cash securities across
developed, emerging and securitised products markets. Out of the eleven macro stress scenarios that the Company is subject to,
the worst case stress loss during 2017 was primarily driven by the Credit Crisis scenario which models the extent and severity across
a broad range of asset classes.

Non-U.S. dollar foreign exchange (“FX") risk

Non-U.S. dollar FX risk is the risk that changes in foreign exchange rates affect the value of the Company'’s assets or liabilities or
future resuits.

The Company does not have material risks associated with foreign investments in subsidiaries. The Company does have mismatches
between the currency in which Risk Weighted Assets ("RWAs") are denominated and the functional currency (U.S. dollar). This
means that changes in FX rates can impact the capital ratios of the Company. The Non-U.S. dollar FX risk is managed through the
stress testing program which is an important component in managing structural FX risk, testing the Company and Firm’s financial
resilience in a range of severe economic and market conditions.

Structural interest rate risk

Structural Interest Rate Risk is the Interest Rate Risk (“IRR") in the Banking Book ("IRRBB") and is defined as Interest Rate Risk
resulting from the Company's traditional banking activities (accrual accounted on and off balance sheet positions) which includes
extension of loans and credit facilities, taking deposits and issuing debt (collectively referred to as ‘non-trading’ activities). IRR from
non-trading activities can occur due to a variety of factors, including but not limited to:

« Difference in the timing among the maturity or re-pricing of assets, liabilities and off-balance sheet instruments;

+ Differences in the balances of assets, liabilities and off-balance sheet instruments that re-price at the same time;

« Differences in the amounts by which short-term and long-term market interest rates change; and

« Impact of changes in the maturity of various assets, liabilities or off-balance sheet instruments as interest rates change.

Oversight and governance

Governance for Firmwide IRR is defined in the IRR Management Policy which is approved by the DRPC. The CIO, Treasury and
Corporate Risk Committee (“CTC RC") is the governing committee with respect to IRRBB.

« Reviews the IRR Management policy;

+ Reviews the IRR profile of the Firm and compliance with IRR limits;

* Provides Governance on legal entity related exposures; and

* Reviews significant changes to IRR models and/or model assumptions.

IRR exposures, significant models and/or assumptions including the changes are reviewed by ALCO. ALCO provides a framework
for overseeing the IRR of LOBs, foreign jurisdictions and key legal entities to appropriate LOB ALCOs, Country ALCOs and other
local governance bodies.

In addition, oversight of structural interest rate risk is managed through IRR Management, a dedicated risk function reporting to the
CTC CRO.
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Structural interest rate risk (continued)

Oversight and governance (continued)

IRR Management is responsible for, but not limited to:

< Creating governance over IRR assumptions and parameter selection/calibration; and
+ Identifying and monitoring IRR and establishing limits as appropriate.

The Company leverages the Firmwide risk framework.
Risk Identification and Measurement

Treasury and Chief Investment Office ("T/CIO") manages IRRBB exposure on behalf of the Firm by identifying, measuring, modelling
and monitoring IRR across the Firm’s balance sheet. T/CIO identifies and understands material balance sheet impacts of new
initiatives and products and executes market transactions to manage IRR through T/CIO investment portfolio’s positions. Execution
by T/CIO will be based on parameters established by senior management, per the T/CIO Investment Policy. Lines of businesses are
responsible for developing and monitoring the appropriateness of LOB specific IRR modelling assumptions.

Measures to manage IRR include:

«  Earnings-at-risk: Primary metric used to gauge the firm’s shorter term IRR exposure is Earnings at Risk (EaR), or the
sensitivity of pre-tax income to changes in interest rates over a rolling 12 months compared to a base scenario; and

«  Economic Value Sensitivity (‘EVS"): An additional Firmwide metric utilised to determine changes in asset/llabmty values due to
changes in interest rates.

Compliance risk
Compliance risk is the risk of failure to comply with applicable laws, rules and regulations.

Each line of business and functions within the Company are accountable for managing its compliance risk. The Firm's Compliance
Organisation (“Compliance”), which is independent of the line of business, works closely with senior management to provide
independent review, monitoring and oversight of business operations with a focus on compliance with regulatory obligations applicable
to the offering of the Firm's products and services to clients and customers.

These compliance risks relate to a wide variety of legal and regulatory obligations, depending on the LOB and the jurisdiction, and
include those related to products and services, relationships and interactions with clients and customers, and employee activities.
For example, compliance risks include those associated with anti-money laundering compliance, trading activities, market conduct,
and complying with the rules and regulations related to the offering of products and services across jurisdictional borders, among
others.

Other functions such as Finance (including Tax), Technology and Human Resources provide oversight of significant regulatory
obligations that are specific to their respective areas of responsibility.

Compliance implements various practices designed to identify and mitigate compliance risk by establishing policies, testing,
monitoring, training and providing guidance. In recent years, the Firm has experienced heightened scrutiny by its regulators of its
compliance with regulations, and with respect to its controls and operational processes. The Firm expects that such regulatory
scrutiny will continue.

Governance and oversight

Compliance is led by the Firms' Chief Compliance Officer (*CCO”) who reports to the Firm’s CRO The regional CCOs, including the
EMEA CCO, are part of this structure.

The Firm maintains oversight and coordination of its Compliance Risk Management practices through the Firm’s CCO, lines of
business CCOs and regional CCOs who implement the Compliance program globally across the lines of business and regions. At
a Company level, in the UK the regional CCO is a member of the UK Management Committee (restructured from January 2018 to
form the EMEA Management Committee) and the UK Audit & Compliance Committee.
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The Firm has in place a Code of Conduct (the “Code”) which applies to the Company. Each employee is given annual training in
respect of the Code and is required annually to affirm his or her compliance with the Code. The Code Sets forth the Firm's core
principles and fundamental values, including that no employee should ever sacrifice integrity - or give the impression that he or she
has. The Code requires prompt reporting of any known or suspected violation of the Code, any internal Firm policy, or any law or
regulation applicable to the Firm's business. It also requires the reporting of any illegal conduct, or conduct that violates the underlying
principles of the Code, by any ofthe Firm's employees, customers, suppliers, contract workers, business partners, or agents. Specified
employees are specially trained and designated as “code specialists” who act as a resource to employees on Code matters. In
addition, concerns may be reported anonymously and the Firm prohibits retaliation against employees for the good faith reporting
of any actual or suspected violations of the Code. The Code and the associated employee compliance program are focused on the
regular assessment of certain key aspects of the Firm's culture and conduct initiatives.

Conduct risk

The risk that any action or inaction by an employee of the Company could lead to unfair client/customer outcome, compromise the
Company’s reputation, impact the integrity of the markets in which the Company operates, or reflect poorly on the Firm's culture.

Overview

Each line of business or function is accountable for identifying and managing its conduct risk to provide appropriate engagement,
ownership and sustainability of a culture consistent with the Firm’s How We Do Business Principles (“Principles”). The Principles
serve as a guide for how employees are expected to conduct themselves. With the Principles serving as a guide, the Firm's Code
sets out the Firm's expectations for each employee and provides certain information and the resources to help employees conduct
business ethically and in compliance with the law everywhere the Firm operates. For further discussion of the Code, see Compliance
risk.

Governance and oversight

The Compensation & Management Development Committee (“CMDC”) is the Firm Board-level Committee with primary oversight
for the Firm's culture and conduct programs. The Firms Audit Committee is responsible for reviewing the program established by
management to monitor compliance with the Code. Additionally, the DRPC reviews, at least annually, the Firm's qualitative factors
included in the Risk Appetite Framework, including conduct risk. The DRPC also meets annually with the CMDC to review and
discuss aspects of the Firm's compensation practices. Finally, the Culture & Conduct Risk Committee provides oversight of certain
culture and conduct risk initiatives at the Firm.

Risk management

Conduct risk management is incorporated into various aspects of people management practices throughout the employee life cycle,
including recruiting, onboarding, training and development, performance management, promotion and compensation processes.
Businesses undertake annual Risk and Control Self-Assessment (‘RCSA”); and, as part of these reviews, identify their respective
key inherent operational risks (including conduct risks), evaluate the design and effectiveness of their controls, identify control gaps
and develop associated action plans. Each LOB and designated corporate function completes an assessment of conductrisk quarterly,
reviews metrics and issues which may involve conduct risk, and provides business conduct training as appropriate.

The Firm’s Know Your Employee framework generally addresses how the Firm manages, oversees and responds to workforce
conduct related matters that may otherwise expose the Firm to financial, reputational, compliance and other operating risks. The
Firm also has a Human Resource Control Forum, the primary purpose of which is to discuss conduct and accountability for more
significant risk and control issues and review, when appropriate, employee actions including but not limited to promotion and
compensation actions.

The Company's approach mirrors the Firmwide approach.

The Company receives regular progress reporting on culture and conduct for its respective businesses. The Company continues to
identify enhancements that can be made to provide additional oversight and tone from the top on this agenda.
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Legal risk is the risk of loss primarily caused by the actual or alleged failure to meet legal obligations that arise from the rule of law
in jurisdictions in which the Firm and the Company operates, agreements with clients and customers, and products and services
offered by the Company and the Firm.

Overview
The global Legal function ("Legal") provides legal services and advice to the Company and the Firm. Legal is responsible for:

«  Managing actual and potential litigation and enforcement matters, including internal reviews and investigations related to
such matters;

«  Advising on products and services, including contract negotiation and documentation;

«  Advising on offering and marketing documents and new business initiatives;

+ Managing dispute resolution;

» Interpreting existing laws, rules and regulations, and advising on changes thereto;

»  Advising on advocacy in connection with contemplated and proposed laws, rules and regulations; and

*  Providing legal advice to the LOBs, inclusive of LOB aligned Operations, Technology and Oversight & Controls (the “first

line of defense”), Risk Management and Compliance (the “second line of defense”), and the Internal Audit function (the
“third line of defense”).

Legal selects, engages and manages outside counse! on all matters in which outside counsel is engaged. In addition, Legal advises
the Firm's Conflicts Office which reviews the Firm's wholesale transactions that may have the potential to create conflicts of interest
for the Firm.

Governance and oversight

The Firm's General Counsel reports to the JPMorgan Chase Chief Executive Officer (‘CEQ") and is a member of the Operating
Committee, the Firmwide Risk Committee and the Firmwide Control Committee. The General Counsel's leadership team includes
a General Counsel for each of the Firm's LOB's, the heads of the Litigation and Corporate & Regulatory practices, as well as the
Firm’s Corporate Secretary. Each region (e.g., Latin America, Asia Pacific) has a General Counsel who is responsible for managing
legal risk across all lines of business and functions in the region.

The Firm's General Counse! and other members of Legal report on significant legal matters at each meeting of the Firm's Board of
Directors, at least quarterly to the Audit Committee, and periodically to the DRPC.

Legal serves on and advises various committees (including new business initiative and reputation risk committees) and the Firm
and Company's businesses to protect the Firm and Company'’s reputation beyond any particular legal requirements.

Model risk management
Model risk is the potential for adverse consequences from decisions based on incorrect or misused modet outputs.

The Firm uses models across various businesses and functions. The models are of varying levels of sophistication and are used for
many purposes, such as the valuation of positions and the measurement of risk, assessing adequacy of regulatory capital
requirements, conducting stress testing, and making business decisions.

Risk management

Adedicated independent Model Risk function, Model Risk Governance and Review (“MRGR"), defines and governs the Firm’s model
risk management policy. MRGR reports to the Firm's CRO. Under the Firm’s model risk management policy, the Model Risk function
reviews and approves new models, as well as material changes to existing models, prior to implementation in the operating
environment.

Model risks are owned by the users of the models within the various businesses and functions in the Firm based on the specific
purposes of such models. Users and developers of models are responsible for developing, implementing and testing their models,
as well as referring model to the Model Risk function for review and approval. Once models have been approved, model users and
developers are responsible for maintaining a robust operating environment, and must monitor and evaluate the performance of the
models on an ongoing basis.

The Company's approach mirrors the Firmwide approach.

G-23



J.P. MORGAN SECURITIES PLC
Strategic report (continued)

Risk management (continued)
Operational risk

Operational risk is the risk associated with inadequate or failed internal processes, people and systems, or from external events; -
operational risk includes cybersecurity risk, business and technology resiliency risk, payment fraud risk, and third-party outsourcing
risk. -

Operational risk is inherent in the Company's activities and can manifest itself in various ways, including fraudulent acts, business
interruptions, inappropriate employee behaviour, failure to comply with applicable laws and regulations or failure of vendors to perform
in accordance with their arrangements. These events could result in financial losses, litigation and regulatory fines, as well as other
damages to the Company and the Firm. The goal is to keep operational risk at appropriate levels in light of the Company'’s financial
position, the characteristics of its businesses, and the markets and regulatory environments in which it operates.

Risk management

To monitor and control operational risk, the Firm has an Operationat Risk Management Framework (“ORMF”) which is designed to
enable the Firm to maintain a sound and well-controlled operational environment. The ORMF has four main components: Governance,
Risk Identification and Assessment, Measurement, and Monitoring and Reporting. The Company's approach mirrors the Firmwide
approach.

Operational risk can manifest itself in various ways. Risks such as Compliance risk, Conduct risk, Legal Risk and Estimations and
Model Risk as well as other operational risks, can lead to losses which are captured through the Firm’s operational risk measurement
processes. More information on these risk categories can be found in the respective risk management sections. Details on
cybersecurity risk is provided below.

Cybersecurity risk

Cybersecurity risk is an important, continuous and evolving focus for the Firm and Company. The Firm and Company devotes
significant resources to protecting and continuing to improve the security of the Firm and Company's computer systems, software,
networks and other technology assets. These security efforts are intended to protect against, among other things, cybersecurity
attacks by unauthorised parties to obtain access to confidential information, destroy data, disrupt or degrade service, sabotage
systems or cause other damage. The Firm continues to make significant investments in enhancing its cyberdefense capabilities and
to strengthen its partnerships with the appropriate government and law enforcement agencies and other businesses in order to
understand the full spectrum of cybersecurity risks in the operating environment, enhance defenses and improve resiliency against
cybersecurity threats. The Firm actively participates in discussions of cybersecurity risks with law enforcement, government officials,
peer and industry groups, and has significantly increased efforts to educate employees and clients on the topic.

Third parties with which the Company does business or that facilitate the Company's business activities (e.g. vendors, exchanges,
clearing houses, central depositories, and financial intermediaries) could also be sources of cybersecurity risk to the Company. Third
party cybersecurity incidents such as system breakdowns or failures, misconduct by the employees of such parties, or cyberattacks
could affect their ability to deliver a product or service to the Company or result in lost or compromised information of the Company
or its clients. Clients can also be sources of cybersecurity risk to the Company, particularly when their activities and systems are
beyond the Company’s own security and control systems. As a result, the Company engages in regular and ongoing discussions
with certain vendors and clients regarding cybersecurity risks and opportunities to improve security. However, where cybersecurity
incidents are due to client failure to maintain the security of their own systems and processes, clients will generally be responsible
for losses incurred.

To protect the confidentiality, integrity and availability of the Firm and Company'’s infrastructure, resources and information, the Firm
leverages the ORMF to ensure risks are identified and managed within defined corporate tolerances. The Firm’s Board of Directors
and the Audit Committee are regularly briefed on the Firm's cybersecurity policies and practices and ongoing efforts to improve
security, as well as its efforts regarding significant cybersecurity events.
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Reputation risk

Reputation risk is the potential that an action, inaction, transaction, investment or event will reduce trust in the Company'’s integrity
or competence by our various constituents, including clients, counterparties, regulators, employees and the broader public.

Risk management

Maintaining the Company'’s reputation is the responsibility of each individual employee. The Firm's Reputation Risk Governance
policy explicitly vests each employee with the responsibility to consider the reputation of the Firm when engaging in any activity.
Because the types of events that could harm the Firm's reputation are so varied across the Firm’s LOB, each LOB has a separate
reputation risk governance infrastructure in place, which consists of three key elements: clear, documented escalation criteria
appropriate to the business; a designated primary discussion forum - in most cases, one or more dedicated reputation risk committees;
and a list of designated contacts, to whom questions relating to reputation risk should be referred. Any matter giving rise to reputation
risk that originates in a corporate function is required to be escalated directly to Firmwide Reputation Risk Governance (‘FRRG") or
to the relevant Risk Committee. LOB reputation risk governance is overseen by a Firmwide Reputation Risk Governance function,
which provides oversight of the governance infrastructure and process to support the consistent identification, escalation,
management and monitoring of reputation risk issues Firmwide.

Critical accounting estimates

The Company's accounting policies and use of estimates are integral to understanding its reported results. The Company's most
complex accounting estimates require management's judgement to ascertain the appropriate carrying value of assets and liabilities.
The Firm and the Company has established policies and control procedures intended to ensure that estimation methods, including
any judgements made as part of such methods, are well-controlled, independently reviewed and applied consistently from period to
period. The methods used and judgements made reflect, among other factors, the nature of the assets or liabilities and the related
business and risk management strategies, which may vary across the Company's businesses and portfolios. In addition, the policies
and procedures are intended to ensure that the process for changing methodologies occurs in an appropriate manner. The Company
believes its estimates for determining the carrying value of its assets and liabilities are appropriate. A description of the Company’s
critical accounting estimates involving significant judgements is set out in note 4 to the financial statements.

Key corporate events

On 19 April 2017, the Company paid interim dividends of $359 million on preference shares and $7 million on preferred ordinary
shares.

As part of the Firm's legal entity rationalisation efforts discussed in the Regulatory developments section of the Strategic report on
page 4, during the year management undertook certain steps to simplify the UK legal entity structure. Two intermediary holding
companies between JPMorgan Chase Bank, N.A. and the Company were eliminated and the share ownership structure of the
Company was simplified as follows:

+ On 14 June 2017, the Company redeemed 3,648 preferred ordinary shares of $10,000 each and 7,000 preference shares of
$10,000 each comprising the entire shareholding of J.P. Morgan Capital Financing Limited; as a result the Company is wholly
owned by J.P. Morgan Capital Holdings Limited.

+ On1July 2017, J.P. Morgan Limited transferred its banking employees and related assets and liabilities to the Company for
a total consideration of $107 million.

«  Through a series of corporate steps that occurred instantaneously on 11 September 2017, 31,000 preferred ordinary shares
and 673,685 preference shares of $10,000 each were converted into 205,081 ordinary shares of $10,000 each and 499,604
deferred shares of $10,000 each. The deferred shares had no voting rights or any rights to dividends or distributions and were
cancelled immediately, resulting in recognition of $4,996 million in capital redemption reserve.

Non-financial reporting

An overview of the environment and social, human rights, employee, anti-bribery and anti-corruption policy aspects of non-financial
reporting is provided below. A detailed description of the policies and processes adopted by the Firm may be found on the JPMorgan
Chase & Co. website.

Environment and social policy

The Firm recognises that business decisions have the potential to impact surrounding communities and the environment, and that
ithas a leadership role to play in creating solutions that protect the environment and grow the economy. As a global financial institution,
the Firm aims to leverage their expertise and resources to help clients manage environmental and social risks and capitalise on the
opportunities created by the transition to a more sustainable global economy. The Firm works to promote sustainability in their
operations, including their corporate buildings, retail branches and data centers globalily.

The Firm has designed policies so that environmental and human rights impacts are identified early, are carefully evaluated and
managed appropriately. The Firms’ Environment and Social Policy Framework provides details on how they integrate considerations
of potential environmental and social impacts into corporate lending, advisory and capital markets transactions, along with the broader
approach to key issues such as climate change, biodiversity and human rights.
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Within the Firms' global real estate portfolio, the strategy is focused on reducing energy use and greenhouse gas ("GHG") emissions.
In 2017, the Firm established a goal to source renewable power for 100% of their global energy needs by 2020. The Firm strives to
purchase sustainably certified paper and dispose of key waste streams in a responsible manner.

The Firm discloses relevant data and metrics on GHG emissions, energy consumption, paper and waste at the Firm-wide level in
their Environmental, Social, and Governance Report, which is published annually and available at www.jpmorganchase.com/esg.

Human Rights

The Firm supports fundamental principles of human rights across all lines of business and in each region of the world in which they
operate. The Firm believes it is the role of government in every country to protect human rights, and that the Firm has a role to play
in promoting respect for human rights.

The Firms' respect for the protection and preservation of human rights is guided by the principles set forth in the United Nations
Universal Declaration of Human Rights. Further, the Firm acknowledges the Guiding Principles on Business and Human Rights (also
known as the Guiding Principles) as the recognised framework for corporations to respect human rights in their own operations and
through their business relationships. The Firms’ Human Rights Statement outlines their commitment to support human rights. In
addition, the Firm-wide Code of Conduct communicates the expectation for conducting business ethically and in compliance with
the law in every country in which they operate.

To view the Firms' Human Rights Statement, including the U.K. Modern Slavery Act Transparency Statement, please visit https:/
www.jpmorganchase.com/corporate/About-JPMC/ab-human-rights.htm.

Corporate employee policy

It is the policy of the Company to ensure equal opportunity for ali persons without discrimination on the basis of race, colour,
religion, sex, national origin, age, handicap, veteran status, marital status, sexual orientation or any other basis. This policy of
equal opportunity applies to all employment practices including, but not limited to recruiting, hiring, promotion, training and
compensation.

Where existing employees become disabled, it is the Company policy wherever practicable to provide continuing employment
under normal terms and conditions and to provide training and career development and promotion wherever appropriate.

With the aim of ensuring that views are taken into account when decisions are made, employee consultation has continued at all
levels where it is likely to affect their interests. All employees are aware of the financial and economic performance 6f their business
units and of the Company as a whole. Communication with all employees continues through the intranet and other forums.

The Firm operates an employee share scheme for all employees, including those of the Company, to acquire a proprietary and
vested interest in the growth and performance of the Firm.

Anti-bribery and Anti-corruption

The Firm has zero tolerance for bribery and corruption, and is deeply committed to participating in international efforts to combat
corruption. The Firm has established an Anti-Corruption Policy that seeks to promote ethical business practices and requires
compliance with applicable anti-corruption laws and regulation. This Anti-Corruption Policy ("the Policy") is referenced in the Firm's
publicly available Code of Conduct, and is applicable to the Company.

The Firm has identified the key areas of corruption-related risk as including:

» the giving or receiving of anything of value
» third parties acting on the Firm's behalf; and
« transactions entered into by the Firm or by funds or accounts controlled or managed by the Firm
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Report on the audit of the financial statements

Opinion
In our opinion, J.P. Morgan Securities plc's financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of its profit and cash
flows for the year then ended;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law); and

* have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report, which comprise: the balance sheet as at 31
December 2017; the income statement, the statement of comprehensive income, the statement of cash flows, the
statement of changes in equity for the year then ended; and the notes to the financial statements, which include a
description of the significant accounting policies.

Our opinion is consistent with our reporting to the Audit Committee.

f

Basis for opinion

We conducted our audit in accordance with International Standards on ‘Auditing (UK) (“ISAs (UK)") and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC's Ethical Standard, as applicable to public interest entities, and we
have fulfilled our other ethical responsibilities in accordance with these requirements.

To the best of our knowiedge and belief, we declare that non-audit services prohibited by the FRC'’s Ethical Standard were
not provided to the company.

Other than those disclosed in note 10 to the financial statements, we have provided no non-audit services to the company
in the period from 1 January 2017 to 31 December 2017.

Our audit approach

Qverview

e Overall materiality: $401 million (2016: $343 million), based on 1% of regulatory capital
resources as required by the Prudential Regulatory Authority. :

e We tailored the scope of our audit to ensure that we performed sufficient work to be able
to give an opinion on the financial statements as a whole. Our scoping considered all
account balances and was performed to ensure that specific and appropriate audit

Audit scope procedures were performed over material balances.

e Due to some business process and internal controls being performed in other
geographical locations, PwC network firms were involved in the engagement.

Materiality

Key audit

matters e  Valuation of complex financial instruments held at fair value.

e Cash and securities reconciliation system migration.
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The scope of our audit

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial
statements. In particular, we looked at where the directors made subjective judgements, for example in respect of significant
accounting estimates that involved making assumptions and considering future events that are inherently uncertain.

We gained an understanding of the legal and regulatory framework applicable to the company and the industry in which it
operates, and considered the risk of acts by the company which were contrary to applicable laws and regulations, including
fraud. We designed audit procedures to respond to the risk, recognising that the risk of not detecting a material
misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate
concealment by, for example, forgery or intentional misrepresentations, or through collusion. We focused on laws and
regulations that could give rise to a material misstatement in the company’s financial statements, including, but not limited
to, Companies Act 2006, Pensions legislation, UK tax legislation, the Prudential Regulation Authority’s regulations and
Financial Conduct Authority's Client Asset Sourcebook. Our tests included, but were not limited to, review of the financial
statement disclosures to underlying supporting documentation, review of correspondence with the regulators, enquiries of
management, review of significant components auditors’ work and review of internal audit reports in so far as they related
to the financial statements. There are inherent limitations in the audit procedures described above and the further removed
non-compliance with laws and regulations is from the events and transactions reflected in the financial statements, the less
likely we would become aware of it.

We did not identify any key audit matters relating to irregularities, including fraud. As in all of our audits we also addressed
the risk of management override of internal controls, including testing journals and evaluating whether there was evidence
of bias by the directors that represented a risk of material misstatement due to fraud.
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Key audit matters

Key audit matters are those matters that, in the auditors’ professional judgement, were of most significance in the audit of
the financial statements of the current period and include the most significant assessed risks of material misstatement
(whether or not due to fraud) identified by the auditors, including those which had the greatest effect on: the overall audit
strategy; the allocation of resources in the audit, and directing the efforts of the engagement team. These matters, and any
comments we make on the results of our procedures thereon, were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. This

is not a complete list of all risks identified by our audit.

Key audit matter

How our audit addressed the key audit matter -

Valuation of complex financial instruments held at fair
value

The fair value of certain financial instruments is
determined using valuation methods that involve a
varying degree of judgement. In exercising this
judgement the directors determine the most appropriate
assumptions and valuation methodologies.

The valuation of complex financial instruments can have
greater estimation uncertainty due to the lack of
observable market prices for these instruments.

Within this population of financial instruments we
observed the most significant judgements relate to equity
derivatives. These products are non-standard and often
require more judgemental valuation methodologies and
market information that is not readily available.

Refer to Note 4 and Note 28 to the financial statements
for further details of fair value measurement of financial
instruments as a critical accounting estimate and
judgement.

We tested the design and operating effectiveness of
the key controls supporting the valuation of financial
instruments.

» Assessed the bank’s standardised approach
documents for independent valuation by comparing
them to industry practice;

« Inspected documentation of the independent price
verification controls, independently corroborated the
market inputs and assessed the pricing sources
used;

« Engaged our valuation experts to review model
validation and approval controls; and

« Evaluated controls over data feeds and market
information.

Our substantive procedures included the following:

» Analysed the population of financial instruments to
identify those that have a heightened risk of material
misstatement;

« Utilised our valuation experts to re-price a sample of
instruments using our models and pricing information from
independent sources where possible. Any differences
were assessed to confirm the valuation was within a
reasonable range;

« Recalculated adjustments made to the standard model
results; and

» Examined collateral disputes, significant gains or losses
on disposals and other events which could provide
evidence about the appropriateness of the valuations.
The results and conclusions of the testing were sufficient

to confirm the appropriateness of the valuation of
financial instruments within the financial statements.
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Key audit matters (continued)

Key audit matter How our audit addressed the key audit matter

Cash and securities reconciliation system migration We focused on the following controls in the new

During the year JPMorgan Chase implemented a new reconciliation system:

reconciliation system that matches transactions and » Tested |IT General Controls over the new cash and
reconciles positions for cash and securities with external securities reconciliation system to assess whether they
agent banks and custodians. are designed and operated effectively, specifically

The matching and reconciliation of records between focusing on the review of change management, user
JPMorgan ledgers with corresponding third party access management and IT operations;

statements for cash and securities transactions forms an « Assessed the configuration of a sample of the reconciliation
important aspect of our audit. matching rules in the new system to assess whether they
Accordingly, the migration of the reconciliation processes to had been appropriately set up;

a new system formed a key area of focus for this year's « Tested key automated controls embedded within the new
audit. system, to assess whether they are designed and

The focus of our audit work was to obtain appropriate operating effectively;

assurance over the design and operating effectiveness of Additionally we performed the following substantive testing
the controls over reconciliations of cash and security over the migration;

transactions. « Tested the completeness and accuracy of a sample of

open cash and security breaks that were transferred from
the legacy reconciliation system to the new reconciliation

system at the date of migration; and

« Understood and assessed the impact of

post implementation issues.

The work performed and evidence obtained was sufficient

for us to support the design and operating effectiveness
assessment of the cash and security reconciliations.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial
statements as a whole, taking into account the structure of the company, the accounting processes and controls, and the
industry in which it operates.

We first established an end-to-end picture of the key processes that supported material balances, classes of transactions
and disclosures within the company's financial statements. We subdivided the account balances into different businesses to
ensure that the audit procedures performed were specific and appropriate to the nature of the balance and underlying
business.

We then determined the type of work that needed to be performed by us in the UK, or from other PwC network firms
operating under our instruction. This reflects that certain operational processes which are critical to financial reporting are
undertaken outside the UK. Where the work was performed by other PwC network firms, we detemined the level of
involvement we needed to have in their audit work to be able to conclude whether sufficient appropriate audit evidence had
been obtained as a basis for our opinion on the financial statements as a whole.

Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for
materiality. These, together with qualitative considerations, helped us to determine the scope of our audit and the nature,
timing and extent of our audit procedures on the individual financial statement line items and disclosures and in evaluating
the effect of misstatements, both individually and in aggregate on the financial statements as a whole.
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Materiality (continued)

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Overall materiality $401 million (2016: $343 million).

How we determined it 1% of regulatory capital resources as defined by the Prudential Regulatory Authority.
Rationale for benchmark Given that the company is a wholly owned subsidiary of JPMorgan Chase & Co.
applied group (the "Firm") and is a regulated bank entity, we considered the key users of its

financial statements to be the Firm, regulators and creditors. The Firm run their
business on a global basis and hence the profitability of individual subsidiaries on a
standalone basis is not the primary, or sole, driver of business decision making in the
context of the Firm's enterprise level objectives and strategy. The use of regulatory
capital resources as a materiality benchmark is appropriate as it reflects the key area
of focus of these stakeholders, who are focused on whether the company has
maintained sufficient capital to meet minimum regulatory requirement, fulfil its future
market obligations, and absorb any future losses when it arises. Capital resource is
deemed as a good indicator of the company’s balance sheet strength and liquidity
position.

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above $20
million (2016:; $17 million) as well as misstatements below that amount that, in our view, warranted reporting for qualitative
reasons.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report to you
when:

o the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

« the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the
company'’s ability to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent
otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained

in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us
also to report certain opinions and matters as described below.
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Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the year ended 31 December 2017 is consistent with the financial statements and has been prepared
in accordance with applicable iegal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Directors’ Responsibilities Statement set out on page 28, the directors are responsible for the
preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a
true and fair view. The directors are also responsible for such internal control as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
S0.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.
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Other required reporting

Cofnpanies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

* we have not received all the information and explanations we require for our audit; or

. adequate accountmg records have not been kept by the company or returns adequate for our audit have not been o

recelved from branches not visited by us; or
e  certain disclosures of directors’ remuneratron specified by law are not made; or
o the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Appointment

Following the recommendation of the audit committee, we were appointed by the directors on 1 May 1992 to audit the
financial statements for the year ended 31 December 1992 and subsequent financial periods. The period of total
uninterrupted engagement is 26 years, covering the years ended 31 December 1992 to 31 December 2017. The company
became a credit institution in 2011, and hence is considered to be a European Union public-interest entity from 2011
onwards.

Duncan McNab (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London ‘

zar April 2018
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J.P. MORGAN SECURITIES PLC

Income statement

Year ended 31 December

2017 2016
Note $'000 $'000
Interest and similar income 3,969,568 2,553,440
Interest expense and similar charges (3,193,607) (1,961,858)
Net interest income 7 775,961 591,582
Fee and commission income 2,863,023 2,516,922
Fee and commission expense (718,748) (848,261)
Trading profit 4,489,978 4,142,970
Dividend income — 600,000
Total operating income 7,410,214 7,003,213
Administrative expenses (3,661,928) (2,897,111)
Impairment charge 8 (147,477) (117,359)
Depreciation (1,760) (1,290)
Profit on ordinary activities before taxation 10 3,599,049 3,987,453
Tax on profit on ordinary activities 1 (963,590) (841,809)
Profit for the financial year 2,635,459 3,145,644
The profit for the financial year resulted from continuing operations.
Statement of comprehensive income
Year ended 31 December 2017 2016
Note $'000 $'000
Profit for the financial year ) 2,635,459 3,145,644
Other comprehensive income: items that will not be reclassified to profit or loss
Actuarial gain/(loss) on pension schemes 30 31,871 (74,362)
Tax effect of movement in pension reserve 12 (11,349) 18,908
Total comprehensive income for the year 2,655,981 3,090,190

The notes on pages 45 - 83 form an integral part of these financial statements.

G-34
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Balance sheet

31 December 2017 2016
Note $'000 $'000
Assets )
Cash and balances at central banks 21,677,066 20,597,168
Loans and advances to banks 13 9,812,066 6,123,936
Loans and advances to customers 14 2,612,322 3,100,053
Securities purchased under agreements to resell 15 135,385,611 130,416,852
Securities borrowed 15 27,072,599 25,831,106
Financial assets held for trading 16 340,258,613 323,045,808
Financial assets designated at fair value through profit or loss 17 341,602 315,659
Debtors 18 79,646,622 56,473,025
Other assets 19 762,089 584,231
Investments in JPMorgan Chase undertakings 20 3,341,207 3,341,207
Tangible fixed assets 4,938 3,582
Total assets 620,914,735 569,832,627
Liabilities
Securities sold under agreements to repurchase 15 74,937,158 61,657,271
Securities loaned 15 12,550,040 20,133,325
Financial liabilities held for trading 22 308,288,068 293,525,746
Financial liabilities designated at fair value through profit or loss 1,465,247 —
Trade creditors ' 23 30,479,035 29,755,510
Amounts owed to JPMorgan Chase undertakings 124,330,471 99,493,803
Other liabilities 23 27,350,196 25,819,149
Total liabilities 579,400,215 530,384,804
Equity
Called-up share capital 24 12,443,530 17,546,050
Share premium account 9,950,724 9,950,724
Capital redemption reserve 4,996,040 —
Other reserves 1,701,590 1,797,872
Retained earnings 12,422,636 10,153,177
Total equity 41,514,520 39,447,823
Total liabilities and equity funds 620,914,735 569,832,627

Approved and authorised for issue by the Board of Directors on 23 April 2018 and signed on its behalf by:

hili7s, W

Sir Winfried Bischoff
Chairman & Non-Executive Director

24 April 2018

The notes on pages 45 - 83 form an integral part of these financial statements.

irector & Chief Financial Officer
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Statement of changes in equity

Called-up Share Capital Capital
share  premium contribution redemption Pension Other Retained Total
Note capital account reserve reserve reserve reserves earnings equity
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Balance as at 1 January 2016 17,546,050 9,950,724 1,588,615 - 9,875 233,011 8,057,633 37,385,808
Profit for the financial year - — — — — —  3,145644 3,145,644
Other comprehensive income for the
year:
Actuarial loss on pension schemes 30 —_ —_ —_ - (74,362) — —_— (74,362)
Tax effect on movement in pension reserve - — — - 18,908 — - 18,908
Total comprehensive income for the
year -_— -_ - —-_— (55,454) — 3,145,644 3,090,190
Dividends paid 25 — - — — — — (1,050,000) (1,050,000)
Tax effect on share based payment awards —_ _— — - - 17,677 —_ 17,677
" Movement in other reserves - -_ - - - 4,148 - 4,148
Balance as at 31 December 2016 17,546,050 9,950,724 1,588,616 -_— (45,579) 254,836 10,153,177 39,447,823
Profit for the financial year — — — — — — 2635459 2,635,459
Other comprehensive income for the
year:
Actuarial gain on pension schemes 30 — — —_ — 31,871 —_ - 31,871
Tax effect on movement in pension reserve _ _ — — (11,349) — —_ (11,349)
Total comprehensive income for the
year : —_ - — - 20,522 — 2,635,459 2,655,981
Dividends paid 25 - - — _ - - (366,000)  (366,000)
Share redemption 24 (106,480) — — - —_ — — (106,480)
Share conversion 24 (4,996,040) — — 4,996,040 — — — —_
Movement in other reserves —_ —_ — —_— — (116,804) —_ (116,804)
Balance as at 31 December 2017 12,443,530 9,950,724 1,588,615 4,996,040 (256,057) 138,032 12,422,636 41,514,520

The notes on pages 45 - 83 form an integral part of these financial statements.
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Statement of cash flows

Year ended 31 December 2017 2016
Notes $'000 $'000
Cash flows from operating activities
Cash (used in)/generated from operations 26 (20,915,074) 3,464,344
Income taxes paid (759,644) (339,504)
Net cash (used in)/generated from operating activities (21,674,718) 3,124,840
Cash flow used in investing activities
Purchase and disposals of tangible fixed assets (3,116) (2,735)
Disposal of investments in JPMorgan Chase undertakings — 517
Net cash used in investing activities (3,116) (2,218)
Cash flow from financing activities
Redemption of share capital 24 (106,480) —_
Change in amounts owed to JPMorgan Chase undertakings 24,836,668 20,853,495
Dividends paid 25 (366,000) (1,050,000)
Net cash generated from financing activities 24,364,188 19,803,495
Net increase in cash and cash equivalents 2,686,354 22,926,117
Cash and cash equivalents at the beginning of the year 26,721,104 4,739,077
Exchange gains/(losses) on cash and cash equivalents 2,081,674 (944,090)
Cash and cash equivalents at the end of the year 31,489,132 26,721,104
Cash and cash equivalents consist of:
Cash and balances at central banks 21,677,066 20,597,168
Loans and advances to banks, due within three months or less 9,812,066 6,123,936
Cash and cash equivalents 31,489,132 26,721,104

The notes on pages 45 - 83 form an integral part of these financial statements.
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Notes to the financial statements

1. General information

The Company is a public limited company and is incorporated and domiciled in England and Wales. The address of its registered
office is 25 Bank Street, Canary Wharf, London, E14 5JP, England. The Company's immediate parent undertaking is J.P. Morgan
Capital Holdings Limited, which is also the parent undertaking of the smallest group in which the Company's results are consolidated.
The Company's ultimate parent undertaking and controlling party is JPMorgan Chase & Co. (“JPMorgan Chase" or the “Firm"), which
is incorporated in the state of Delaware in the United States of America. JPMorgan Chase & Co. is also the parent undertaking of
the largest group in which the results of the Company are consolidated. The largest and smallest parent groups' consolidated financial
statements can be obtained from the Company's registered office.

2. Basis of preparation

These financial statements have been prepared in accordance with Financial Reporting Standard 101, ‘Reduced Disclosure
Framework' ("FRS 101"). FRS 101 applies the recognition and measurement requirements of International Financial Reporting
Standards (“IFRS") as adopted by the European Union, with reduced disclosures.

The financial statements have been prepared on a going concern basis under the historical cost convention as modified by the
revaluation of certain financial assets and financial liabilities measured at fair value through profit or loss, and in accordance with
the Companies Act 2006. Reclassification of and adjustments to prior year amounts have been made to conform with current year
presentations and to provide additional transparency and information on the nature of the balances in these financial statements.

The following exemptions from the requirements of IFRS as adopted by the EU have been applied in the preparation of these financial
statements, in accordance with FRS 101:

. Certain share based payment disclosures in respect of Firm equity instruments (IFRS 2 'Share-based payment'
paragraphs 45(b) and 46 to 52);
. Comparative information disclosures for the following (paragraph 38 of IAS 1 'Presentation of financial
statements' ("IAS 1"):
. reconciliation of share capital (paragraph 79(a)(iv) of IAS 1);
. reconciliation of property, plant and equipment (paragraph 73(e) of IAS 16 'Property, plant and equipment');
. reconciliation of intangible assets (paragraph 118(e) of IAS 38 'Intangible assets'),
. Statement of compliance to IFRSs - Paragraph 16, 1AS 1;
. Third balance sheet on retrospective accounting policy changes, restatements, or reclassifications (paragraph 40A-D,
IAS 1);
. Disclosures in relation to new or revised standards issued but not yet effective (paragraph 30 and 31, |AS 8, 'Accounting
policies, changes in accounting estimates and errors')";
. Key management compensation disclosures (paragraph 17, IAS 24 'Related Party Disclosures’ ("IAS 24")); and
. Related party transactions with wholly owned Firm undertakings (IAS 24).
1) To provide further detail to the users of the financial statements, the significant new standards, amendments and interpretati not yet adopted have been disclosed for IFRS 9 'Financial

instruments’ ("IFRS 9°) and IFRS 15 ‘Revenue from Contracts with Customers’ (*IFRS 15°) (note 3).

3. Accounting and reporting developments
New standards, amendments and interpretations not yet adopted
IFRS 9 ‘Financial instruments’ (“IFRS 9”)

IFRS 9 was issued by the International Accounting Standards Board (“IASB") in July 2014 and replaces the existing guidance in IAS
39 ‘Financial Instruments: Recognition and Measurement’ ("IAS 39"). The standard introduces new guidance on the classification
and measurement of financial assets and a single, forward-looking expected credit loss ("ECL") impairment model. The standard
also requires entities to provide users of financial statements with additional disclosures. IFRS g is applicable retrospectively, except
where otherwise prescribed by transitional provisions of the standard, and is effective for annual periods beginning on or after 1
January 2018. ‘The Company has adopted the new standard on 1 January 2018.

Implementation programme
The Company has a centrally managed IFRS 9 project team which is focused on ensuring compliance with the standard and any

additional requirements associated thereof. Overall governance of the program’s implementation is through the IFRS 9 Steering
Committee which includes representation from senior leaders in Finance, Corporate Accounting Policy, Risk, Technology and Audit.
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Notes to the financial statements (continued)

3. Accounting and reporting developments (continued)

New standards, amendments and interpretations not yet adopted (continued)
IFRS 9 ‘Financial instruments’ (“IFRS 9”) (continued)

Classification and Measurement of Financial Assets and Liabilities

Under IFRS 9, new ‘Business Model’ and ‘Cash Flow Characteristic’ tests are introduced which classify financial assets to one of
the following three measurement categories: amortised cost, fair value through other comprehensive income (“FVOCI) or fair value
through profit or loss (“FVTPL"). Encompassing the guidance provided by IFRS 9 on classification and measurement, the Company
has reviewed and deemed financial assets held within a business model with the intention to hold and collect contractual cash flow,
and financial assets with the intention to hold and collect contractual cash flow or sell the asset as measured at amortised cost and
FVOCI respectively under the condition that contractual cash flows also meet the solely payment of principal and interest (“SPPI")
criteria. Financial assets which are not categorised with the intentions highlighted above are deemed to be measured at FVTPL.
Additionally, the Company may elect the option to classify financial assets as measured at FVTPL upon initial recognition if such
designation may eliminate or reduce an accounting mismatch. On initial adoption of IFRS 9 the Company may also elect the option
to designate a currently recognised financial liability as measured at FVTPL to eliminate or reduce an accounting mismatch.

Upon initial assessment of the classification and measurement changes imposed by IFRS 9, the Company anticipates reclassifications
to exist for certain populations falling under securities borrowed and securities purchased under agreements to resell which were
previously measured at amortised cost but will be measured at FVTPL. Similarly, certain loans and advances to customers measured
at amortised cost will be measured at FVOC!. These anticipated reclassifications reflect the business models used to manage these
types of assets. In addition, the Company anticipates designating certain financial liability populations falling under securities loaned
and securities sold under agreements to repurchase as measured at FVTPL to eliminate or reduce an accounting mismatch that
would have otherwise arisen on adoption of IFRS 9. No further reclassifications were identified that were considered to bear a
potential material impact on existing asset measurement bases, however, this represents preliminary resuits from which actual
impacts measured from 1 January 2018 may deviate.

IFRS 9 retains most of the existing requirements for financial liabilities. Under the current requirements of IAS 39, the gains and
losses attributable to changes in the Company’s own credit risk (“DVA”) for financial liabilities designated at FVTPL are recognised
in profit or loss. However, upon implementation of IFRS 9, this DVA component will be recognised in other comprehensive income.
While the standard allows for the early adoption of this recognition, the Company will implement on the effective date of 1 January
2018.

Impairment of Financial Assets

IFRS 9 impairment requirements apply to financial assets that are measured at amortised cost or FVOCI, and specified off-balance
sheet lending-related commitments such as loan commitments and financial guarantee contracts.

The determination of impairment losses and allowance will change from an incurred credit loss model under IAS 39 to an ECL model
under IFRS 9. In an ECL model, provisions for credit losses are recorded upon initial recognition of the financial asset based on
expectations of potential credit losses at that time. The credit loss allowance includes ECLs for financial instruments that may default
in the next 12-month period for financial instruments that have not observed a significant increase in credit risk since initial recognition
(“stage 1") or over a lifetime period for financial instruments that have observed a significant increase in credit risk since initial
recognition (“stage 2"). The allowance also adopts lifetime ECLs for financial instruments where there is objective evidence of credit-
impairment at the reporting date (“stage 3"). In determining the appropriate stage for a financial instrument, the Company applies
the definition of default consistent with the Base! definition of default to maintain uniformity of the definition across the Firm.

The stage determination for credit losses under the ECL model is dependent on the measurement of a significant increase in credit
risk ("SICR"). In determining SICR, the Company plans to conduct quantitative tests taking into consideration, but not limited to,
existing risk management indicators, credit rating changes and reasonable and supportable forward-looking information, the latter
consisting of arange of scenarios incorporating macro-economic factors composed and monitored by an internal specialised economic
forecasting team.

The key input components for the quantification of expected loss through the ECL model includes the probability of default (“PD”),
loss given default (‘LGD") and exposure at default ("EAD"). The Company seeks to efficiently and effectively leverage as much as
possible from existing regulatory and capital frameworks where overlap is present for the implementation of IFRS 9. Differences
observed between content in existing frameworks and requirements under IFRS 9 have been identified and are adjusted accordingly.
The inputs to the ECL model capture historical datasets and a reasonable and supportable forecasting horizon to estimate expected
credit losses.

G-39



J.P. MORGAN SECURITIES PLC
Notes to the financial statements (continued)

3. Accounting and reporting developments (continued)

New standards, amendments and interpretations not yet adopted (continued)
IFRS 9 ‘Financial instruments’ (“IFRS 9”) (continued)

Expected impact

Based on 31 December 2017 data, the Company estimates the adoption of the IFRS 9 impairment requirements to result in an
immaterial impact on retained earnings. The degree to which the allowance for credit losses will change will depend on both the
forward-looking information used on the day of implementation as well as the Company’s portfolio composition. Based on 31
December 2017 data, the Company also estimates the adoption of the classification and measurement requirements in IFRS 9 to
result in an immaterial impact to retained earnings and other reserves.

For the financial statements for the year ended 31 December 2018, the Company will provide reconciliations and illustrative transition
disclosures between 1AS 39 and IFRS 9 where required, however the Company will not restate prior periods.

IFRS 15 ‘Revenue from Contracts with Customers’ (“IFRS 15”)

IFRS 15 was released in May 2014 by the IASB. This standard requires that revenue from contracts with customers be recognised
upon transfer of control of a good or service in the amount of consideration expected to be received. IFRS 15 also changes the
accounting for certain contract costs, including whether they may be offset against revenue in the income statement, and requires
additional disclosures about revenue and contract costs. IFRS 15 may be adopted using a full retrospective approach or a modified,
cumulative effect approach wherein the guidance is applied only to existing contracts as of the date of initial application, and to new
contracts transacted after that date. IFRS 15 is applicable retrospectively and must be applied in an entity’s first annual IFRS financial
statements for periods beginning on or after 1 January 2018. The Company has adopted the new standard on 1 January 2018, using
the full retrospective method of adoption, where applicable.

Implementation programme

The Company's implementation efforts included the identification of revenue and associated costs within the scope of the guidance,
as well as the evaluation of revenue contracts, and any changes to existing revenue recognition policies. The Company did not
identify any material changes in the timing of revenue recognition or presentation of revenues and expenses.

4. Critical accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the
amounts recognised in the financial statements. The nature of estimation means that actual outcomes could differ from those
estimates. The following judgements have had the most significant effect on amounts recognised in the financial statements:

Fair value measurement

The Company carries a significant portion of its assets and liabilities at fair value on a recurring basis. Estimating fair value often
‘requires the application of judgement. The type and level of judgement required is largely dependent on the amount of observable
market information available to the Company. For instruments valued using internaily developed models that use significant
unobservable inputs that are classified within level 3 of the valuation hierarchy, judgements used to estimate fair value are more
significant than those required when estimating the fair value of instruments classified within levels 1 and 2.

In arriving at an estimate of fair value for an instrument within level 3, management must first determine the appropriate model to
use. Second, the lack of observability of certain significant inputs requires management to assess all relevant empirical data in
deriving valuation inputs - including, for example, transaction details, yield curves, interest rates, prepayment rates, default rates,
volatilities, correlations, equity or debt prices, valuations of comparable instruments, foreign exchange rates and credit curves. For
further discussion of the valuation of level 3 instruments, including unobservable inputs used, see note 28.

For instruments classified in levels 2 and 3, management judgement must be applied to assess the appropriate level of valuation
adjustments, the Company’s credit-worthiness, market funding rates, liquidity considerations, unobservable parameters, and for
portfolios that meet specified criteria, the size of the net open risk position. The judgements made are typically affected by the type
of product and its specific contractual terms, and the level of liquidity for the product or within the market as a whole. For further
discussion of valuation adjustments applied by the Company, see note 28.

The use of methodologies or assumptions different than those used by the Company could result in a different estimate of fair value
at the reporting date. For a detailed discussion of the Company'’s valuation process and hierarchy, its determination of fair value for
individual financial instruments, and the potential impact of using reasonable possible alternative assumptions for the valuations,
see note 28. :
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5. Significant accounting policies

The following are principal accounting policies applied in the preparation of these financial statements. These policies have been
applied consistently to all the years presented, unless otherwise stated.

5.1 Consolidation

The Company is a subsidiary undertaking of J.P. Morgan Capital Holdings Limited, a company incorporated in England and Wales
and of its ultimate parent, JPMorgan Chase & Co. a company incorporated in the United States of America. It is included in the
consolidated financial statements of JPMorgan Chase & Co. which are publicly available. Therefore, the Company has elected not
to prepare group financial statements in accordance with the dispensation set out in Section 401 of the Companies Act 2006.

5.2 Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the primary economic environment
in which the entity operates (the "functional currency”). Taking into account the cash flows, the financing structure, including United
States ("U.S") doliar equity and inter-entity financing arrangements with JPMorgan Chase Bank N.A., U.S. dollars is considered as
the functional and presentation currency of the Company.

5.3 Foreign currency translation

Monetary assets and monetary liabilities in foreign currencies are translated into U.S. dollars at rates of exchange ruling on the
balance sheet date. Income and expense items denominated in foreign currencies are translated into U.S. dollars at exchange rates
prevailing at the date of the transactions. Any gains or losses arising on translation are taken directly to the income statement.

Non-monetary items denominated in foreign currencies that are stated at historical cost are translated into U.S. dollars at the exchange
rate ruling at the date of the transaction.

Non-monetary items denominated in foreign currencies that are stated at fair value are translated into U.S. dollars at foreign exchange
rates ruling at the dates when the fair values were determined. Translation differences arising on non-monetary items measured at
fair value are recognised in the income statement except for differences arising on available-for-sale non-monetary financial assets,
which are included in the financial assets available-for-sale reserve.

5.4 Income and expense recognition

Interestincome and expense are recognised on an effective interest rate basis, refer note 7. Interest generated as a resuit of ‘negative’
interestrates is recognised gross, as interestincome or interest expense. All contractual terms of a financial instrument are considered
when estimating future cash flows.

Fees and commissions are recognised when the underlying contract becomes legally binding or at the agreed due date if later.
Investment banking fees include advisory and underwriting fees. Advisory fees are recognised when the related services have been
performed and the fee has been earned. Underwriting fees are recognised when the Company has rendered all services and is
entitled to collect the fee, and there are no other contingencies associated with the fee.

Profits and losses resulting from the purchase and sale of securities and the revaluation of financial instruments are recognised as
trading gains or losses on a trade-date basis, including related transaction costs but excluding the associated interest.

5.5 Dividend recognition

Dividend income is recognised when the right to receive payment is established. Dividends in the form of non-cash assets are
recognised at their fair values by the transferee and derecognised at their book value by the transferor. Where the asset received
is an investment in the share capital of an entity, the fair value is determined by the market value of the underlying net assets and
businesses of the investee, unless the transaction is a combination of businesses under common control where predecessor
accounting is applied (refer note 5.16).

Dividend distributions are recognised in the period in which they are declared and approved.
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5.  Significant accounting policies (continued)
5.6 Financial assets and financial liabilities

The Company classifies its financial assets and financial liabilities in the following categories on initial recognition: financial assets
and financial liabilities held for trading, financial assets and financial liabilities designated at fair value through profit or loss, and
loans and receivables and financial liabilities held at amortised cost. The Company recognises derivatives on its balance sheet when
it becomes a party to the contractual provisions of the instruments. Loans and receivables and financial liabilities at amortised cost
are recognised when the Company becomes a party to the contractual provisions of the instrument. Regular way purchases and
sales of financial assets are recognised on the trade-date, the date on which the Company commits to purchase or sell the asset.

i Financial assets and financial liabilities held for trading

The Company considers a financial asset or financial liability as held for trading if it is acquired or incurred principally for the purpose
of selling or repurchasing it in the near term, or forms part of a portfolio of identified financial instruments that are managed together
and for which there is evidence of a recent actual pattern of short-term profit taking or it is a derivative.

Financial assets and financial liabilities held for trading comprise both debt and equity securities, loans and derivatives. These
instruments are either held for trading purposes or used for hedging certain assets, liabilities, positions, cash flows or anticipated
transactions. Included in financial assets held for trading and financial liabilities held for trading, are unrealised trading gains and
losses. Financial instruments held for trading are initially recognised at fair value in the balance sheet with transaction costs being
recorded in profit or loss and any gains or losses are taken directly to the income statement. Subsequently, they are measured at
fair value with movement included in trading profit and loss.

The Firm manages cash instruments, in the form of debt and equity securities, and derivatives on a unified basis as part of the
trading strategy, including hedging relationships between cash securities and derivatives. Accordingly the Firm reports the gains
and losses on the cash instruments and the gains and losses on the derivatives on a net basis in trading profits.

ii. Financial assets and financial liabilities designated at fair value through profit or loss

Financial assets and financial liabilities that the Company designates on initial recognition as being at fair value through profit or
loss are recognised at fair value, with transaction costs being recognised in profit or loss and subsequently measured at fair value.
Gains and losses on financial assets and financial liabilities that are designated at fair value through profit or loss are recognised in
profit or loss as they arise. A financial instrument may only be designated at inception as held at fair value through profit or loss and
cannot subsequently be reclassified.

Financial assets or financial liabilities are designated at fair value through profit or loss only if such designation (a) eliminates or
significantly reduces a measurement or recognition inconsistency; or (b) applies to a group of financial assets, financial liabilities or
both that the Company manages and evaluates on a fair value basis; or (c) relates to an instrument that contains an embedded
derivative unless the embedded derivative does not significantly modify the cash flows required by the contract or when a similar
hybrid instrument is considered that separation of the embedded derivative is prohibited.

The Company has designated certain equity securities and wholesale loans at fair value through profit or loss on the basis that they
are managed and their performance evaluated on a fair value basis.

iii. Loans and receivables and financial liabilities at amortised cost

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market except those that are classified as held for trading or designated at fair value through profit or loss. Loans and receivables
include loans and advances to banks, loans and advances to customers and debtors

Loans and receivables are initially recognised at fair value including directly related incremental transaction costs. They are
subsequently measured at amortised cost, including any provision for impairment losses. Interest is recognised in the income
statement as ‘Interest and similar income’ using the effective interest rate method (see below).

Financial liabilities include trade creditors and borrowings and are recognised initially at fair value including directly related incremental
transaction costs and subsequently measured at amortised cost using the effective interest method (see below).

The effective interest method is used to calculate the amortised cost of a financial asset or financial liability (or a group of financial
assets or financial liabilities). Itis a method of allocating the interest income or interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of the financial
asset or financial liability or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial liability.
The effective interest rate is established on initial recognition of the financial asset or financial liability. The calculation of the effective
interest rate includes all fees and commissions paid or received, transaction costs, and discounts or premiums that are an integral
part of the effective interest rate. Transaction costs are incremental costs that are directly attributable to the acquisition, issue or
disposal of a financial asset or financial liability.
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5. Significant accounting policies (continued)
5.7 Fair value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date.

Fair values are determined by reference to observable market prices where available and reliable. Fair values of financial assets
and financial liabilities are based on quoted market prices or dealer price quotations for financial instruments traded in active markets.
Where market prices are unavailable, fair value is based on valuation models that consider relevant transaction characteristics (such
as maturity) and use as inputs observable or unobservable market parameters, including but not limited to yield curves, interest
rates, volatilities, equity or debt prices, foreign exchange rates and credit curves. Valuation adjustments may be made to ensure
that financial instruments are recorded at fair value.

For financial assets and liabilities held at fair value, most market parameters in the valuation model are either directly observable
or are implied from instrument prices. When input values do not directly correspond to the most actively traded market parameters
the model may perform numerical procedures in the pricing such as interpolation.

The Company classifies its assets and liabilities according to a hierarchy that has been established under IFRS for disclosure of fair
value measurements. The fair value hierarchy is based on the transparency of inputs to the valuation of an asset or liability as of
the measurement date. The fair value hierarchy gives the highest priority to quoted prices (unadjusted) in active markets for identical
assets or liabilities (level 1) and the lowest priority to unobservable inputs (level 3 inputs).

Afinancial instrument's categorisation within the fair value hierarchy is based on the lowest leve! of input that is significant to the fair
value measurement.

Further details on fair value measurements are provided in note 28 to the financial statements.
5.8 Recognition of deferred day one profit and loss

The Company enters into transactions where fair value is determined using valuation models for which not all inputs are market
observable prices or rates. Such a financial instrument is initially recognised at the transaction price, although the value obtained
from the relevant valuation model may differ. The difference between the transaction price and the model value, commonly referred
to as 'day one profit and loss', is not recognised immediately in the income statement when based on unobservable inputs.

The timing of recognition of deferred day one profit and loss is determined for each class of financial asset and liability. It is either
amortised over the life of the transaction, deferred until the instrument's fair value can be determined using market observable inputs,
or realised through settlement. The financial instrument is subsequently measured at fair value, adjusted for the deferred day one
profit and loss.

5.9 Derecognition of financial assets and financial liabilities

Financial assets are derecognised when the contractual right to receive cash flows from the asset has expired, or has been transferred
with either of the following conditions met:

a) the Company has transferred substantially all the risks and rewards of ownership of the asset; or

b) the Company has neither retained nor transferred substantially all of the risks and rewards; but has relinquished control of the
asset.

Financial liabilities are derecognised when they are extinguished, that is when the obligation is discharged, cancelled or expires.

The Company also from time to time enters into certain ‘pass-through’ arrangements whereby contractual cash flows on a financial
asset are passed to a third party. Such financial assets are derecognised from the balance sheet if the terms of the arrangement
oblige the Company to only pass on contractual cash flows to the third party that are actually received without materia! delay, and
where the terms of the arrangement also prohibit the Company from selling or pledging the underlying financial asset.

5.10 Impairment of financial assets

The Company assesses at each balance sheet date whether there is any objective evidence that a financial asset or portfolio of
financial assets is impaired. A financial asset or portfolio of financial assets is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset and that event
(or events) has an adverse impact on the estimated future cash flows of the financial asset or group of financial assets that can be
reliably estimated.
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5. Significant accounting policies (continued)
5.10 Impairment of financial assets (continued)

Impairment losses on loans and receivables are measured as the difference between the financial asset's carrying amount and the
present value of the estimated future cash flows discounted at the financial asset's effective interest rate. The loss is recognised in
the income statement against the carrying amount of the impaired asset on the balance sheet. Interest continues to be accrued on
the reduced carrying amount based on the original effective interest rate of the financial asset.

Specific provisions are raised against loans and receivables when the Company considers that the credit worthiness of the borrower
has deteriorated such that the recovery of the whole or part of an outstanding advance is in serious doubt.

Impairment provisions are also raised to cover losses which, although not specifically identified, are known from experience to have
occurred in the portfolio of loans and receivables at the balance sheet date. These provisions are adjusted on a monthly basis by
an appropriate charge or reversal of the provision following an assessment of the loans and receivables portfolio.

Impairmentprovisions are determined by modelling the current exposure, taking into account such factors as duration and probabilities
of default.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event
occurring afterthe impairment was recognised, the previously recognised impairmentloss shall be reversed in the income statement.
The amount of reversal shall not resuit in a carrying amount of the financial asset that exceeds what the amortised cost would have
been had the impairment not been recognised at the date the impairment is reversed.

5.11 Impairment of non-financial assets

Non-financial assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less costs of disposal
and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are largely
independent cash inflows (cash-generating units). Prior impairments of non-financial assets (other than goodwill) are reviewed for
possible reversal at each reporting date.

5.12 Securities purchased under agreement to resell and securities sold under agreement to repurchase

Securities purchased under agreements to resell the securities to the counterparty, and securities sold under agreements to
repurchase, are treated as collateralised lending and borrowing transactions respectively. The consideration for the transaction can
be in the form of cash or securities. If the consideration for the purchase or sale of securities is given in cash the transaction is
recorded on the balance sheet within securities purchased/sold under agreement to resell/repurchase. If the consideration is received
or given in the form of securities the transaction is recorded off balance sheet. The difference between the sales and repurchase
price is treated as interest and accrued over the life of the agreements using the effective interest method.

5.13 Securities borrowed and securities loaned transactions

Securities borrowed and securities loaned are recorded at the amount of cash collateral advanced or received. Securities borrowed
and securities loaned transactions require the borrower to deposit cash, letters of credit or other collateral with the lender. If the
consideration is received or given in the form of securities the transaction is recorded off balance sheet. Fees received or paid in
connection with securities borrowed and loaned are treated as interest income or interest expense and accrued over the life of the
transaction using the effective interest rate method.

5.14 Offsetting financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet when there is currently a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or to realise the asset and settle
the liability simultaneously. The legally enforceable right must not be contingent on future events and must be enforceable in the
normal course of business and in the event of default, insolvency or bankruptcy of the Company or the counterparty.

5.15 Investments in JPMorgan Chase undertakings
Investments in JPMorgan Chase undertakings are stated at cost less impairment. Where the investments in the share capital of
JPMorgan Chase undertakings are acquired by way of a dividend in kind, these are initially recognised at fair value, unless the

transaction is a combination of business under common control where predecessor accounting is applied (refer note 5.16).
Investments in JPMorgan Chase undertakings are subsequently measured at cost less provision for impairment.
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5. Significant accounting policies (continued)

5.16 Business combinations

i. Combination of businesses

Business combinations are accounted for by applying the acquisition method of accounting.

The cost of a business combination is the fair value of the consideration given, liabilities incurred or assumed and of equity instruments
issued plus the costs directly attributable to the business combination. Where control is achieved in stages, the cost s the consideration
at the date of each transaction.

On acquisition of a business, fair values are attributed to the identifiable assets, liabilities and contingent liabilities unless the fair
value cannot be measured reliably, in which case the value is incorporated in goodwill. Where the fair value of contingent liabilities
cannot be reliably measured they are disclosed on the same basis as other contingent liabilities.

Goodwill recognised represents the excess of the fair value and the directly attributable costs of the purchase consideration over
the fair values to the Firm’s interest in the identifiable net assets, liabilities and contingent liabilities acquired.

ii. Combination of businesses under common control

Predecessor accounting is applied to transfers of businesses between entities under common control, where all combining entities
are controlled by the same entity before and after the business acquisition. Assets and liabilities are recognised at their predecessor
‘carrying amounts (i.e. the carrying amounts of assets and liabilities in the books and records of the transferor prior to the transfer)
‘with no fair value adjustments. Any difference between the cost of acquisition and aggregate book value of the assets and liabilities
on the date of transfer of the acquired entity is recognised as an adjustment to equity. As a result, no goodwill is recognised from
the business combination.

5.17 Cash and cash equivalents

Cash and cash equivalents include cash and balances at central banks and loans and advances to banks with maturities of three
months or less.

5.18 Current and deferred income tax

Income tax payable on taxable profits (current tax) is recognised as an expense in the period in which the profits arise. Income tax
recoverable on tax allowable losses is recognised as a current tax asset only to the extent that it is regarded as recoverable by offset
against taxable profits arising in the current or prior period. Current tax is measured using tax rates and tax laws that have been
enacted or substantively enacted at the balance sheet date.

Deferred tax is provided in full, using the liability method, on temporary differences arising from the differences between the tax
bases of assets and liabilities and their carrying amounts in the financial statements. Deferred tax is determined using tax rates and
legislation enacted or substantively enacted by the balance sheet date, which are expected to apply when the deferred tax asset is
realised or the deferred tax liability is settled. Deferred tax assets and liabilities are only offset when there is both a legal right and
an intention to settle on a net basis. Current tax and deferred tax are recognised directly in equity if the tax relates to items that are
recognised in the same or a different period in equity.

5.19 Provisions and contingent liabilities

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate of the
amount of the obligation can be made.

Acontingent liability is a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence
or non-occurrence of one of more uncertain future events not wholly within the control of the Company, or a present obligation that
arises from past events but is not recognised because either an outflow of economic benefits is not probable or the amount of the
obligation cannot be reliably measured. Contingent liabilities are not recognised in the fi nancial statements; however disclosure is
made unless the probability of settiement is remote.

G-45



J.P. MORGAN SECURITIES PLC
Notes to the financial statements (continued)

5. Significant accounting policies (continued)
5.20 Pensions and other post-retirement benefits

The Company operates both defined benefit and defined contribution schemes for its employees. The Company also operates
defined benefit and defined contribution schemes for employees in the European branches.

i Defined contribution scheme

Adefined contribution plan is a pension plan under which the Company pays fixed contributions into a separate entity. The Company
has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees
the benefits relating to employee service in the current and prior periods. Obligations for contributions to defined contribution pension
plans are recognised as an expense and charged to the income statement on an accrual basis.

ii. Defined benefit scheme

For defined benefit schemes, the service cost of providing retirement benefits to employees during the year is charged to the income
statement in accordance with IAS 19 'Employee benefits'. The pension costs are assessed based on the advice of qualified actuaries
S0 as to recognise the full cost of provision of contracted pension benefits over the period of employees’ service lives.

The defined benefit schemes' liabilities are measured on an actuarial basis and scheme assets measured at their fair values separately
for each plan. Any surplus or deficit of scheme assets over liabilities is recognised on the balance sheet as an asset (surplus) or
liability (deficit). The current service cost and any past service costs together with the expected return on scheme assets less the
unwinding of discount on the scheme liabilities is charged to the income statement. Actuarial gains and losses are recognised in full
in the period in which they occur in other comprehensive income and presented in equity in the period in which they occur.

5.21 Share-based payment awards

Share-based payment awards may be made to employees of the Company under the Firm's incentive awards schemes. The fair
value of any such shares, rights to shares or share options is measured when the conditional award is made. This value is recognised
as the compensation expense to the Company over the period to which the performance criteria relate together with employer's
social security expenses or other payroll taxes. All of the awards granted are equity settled. The Company estimates the level of
forfeitures and applies this forfeiture rate at the grant date.

Additionally, the conditions that must be satisfied before an employee becomes entitled to equity instruments under the Firm's
incentive programs is taken into consideration. The Firm's Retirement Eligibility rules for restricted stock awarded as part of incentive
programs require the acceleration of the amortisation of the award such that the award is fully expensed at the time the retirement
eligibility comes into force.

6. Segmental analysis
The Company is notin scope of IFRS 8 ‘Operating segments’ and therefore has not provided any segmental analysis. The Company

has one class of business, the provision of international Corporate and Investment Banking services within Europe, the Middle East
and Africa ("EMEA"). The Company operates six branches outside of the UK, but these do not generate material revenues.
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7. NetiInterest income and interest expense

Interest income and interest expense includes the current-period interest accruals within interest income or interest expense, as

applicable.

Details of interest income and interest expense were as follows:

2017 2016

$'000 $'000
Net interest income/(expense)
Financial assets and liabilities held for trading 850,553 472,739
Securities purchased under agreements to resell and securities sold under agreements to repurchase 730,117 400,577
Securities borrowed and securities loaned (281,976) (275,811)
Other interest income and expense* (522,733) (5,923)
Net interest income 775,961 591,582

»

undertakings.

Other interest includes interest income on loans and advances to customers and interest expense on borrowings from JPMorgan Chase

Net interest income for the year ended 31 December 2017 includes $864 million income and $1,349 million expense from and to

JPMorgan Chase undertakings (2016: $413 million income, $497 million expense).

In 2016, an amount of $317 million included within interest and similar income, representing ‘negative’ interest income, has been
reclassified to interest expense and similar charges and an amount of $306 million included within interest expense and similar
charges, representing ‘negative’ interest expense, has been reclassified to interest and similar income. These amounts have been

reclassified to correctly reflect the nature of the balance.

8. Impairment

2017 2016
$'000 $'000
Write down of investments in JPMorgan Chase undertakings
Opening balance as at 1 January 117,359 -
Increase during the year - 117,359
Closing balance as at 31 December 117,359 117,359
Allowance for loan losses
Opening balance as at 1 January 2,733 2,733
Increase/(decrease) during the year A 127,251 —
Impairment write off (28,789) _
Closing balance as at 31 December 101,195 2,733
Allowance for lending-related commitments
Opening balance as at 1 January 380 380
Increase during the year . 20,226 -
Closing balance as at 31 December 20,606 380
Net impairment increase 147,477 117,359
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9. Directors' emoluments

2017 . 2016

$'000 $'000
Emoluments 1,475 4,461
Total contributions to a defined contribution plan 9 14
Total value of long term incentive plans for all directors 27 3,784
Compensation to non-executive directors ‘ 773 851
Number of directors who exercised share options 2
Number of directors with shares received or receivable under LTIPs
Number of directors to whom defined contribution pension rights accrued 4

In accordance with the Companies Act 2006, the directors’' emoluments above represent the proportion paid or payable in respect
of qualifying services to the Company only. Directors also received emoluments for non-qualifying services, which are not required
to be disclosed. : :

Highest paid director

The emoluments (excluding amounts paid or due to directors under long-term incentive plans ("LTIP's") and the value of share
options granted or exercised by directors) of the highest paid director were $668,860 (2016: $3,091,725).

The contribution to the defined contribution scheme for the highest paid director during 2017 was $7,630 (2016: $5,101). The
highest paid director did not exercise share options during the year (the highest paid director exercised share options in 2016).
During the year, no shares were received or are receivable by the highest paid director under long-term incentive plans (shares
were received or receivable by the highest paid director under long term incentive plans during 2016).

10. Profit on ordinary activities before taxation

2017 2016
$'000 ’ $'000

Profit on ordinary activities before taxation is stated after charging:
Depreciation of tangible fixed assets 1,760 1,290
Auditors' remuneration for the audit of the Company's annual financial statements 2,874 2,468
Audit-related assurance services 2,168 849
Wages and salaries - 882,633 733,942
Social security costs 215,222 138,753
Other pension and benefits costs ) 66,270 59,262
Share-based awards 309,688 249,203

The average monthly number of persons providing services to the Company during the year was 1,959 (2016: 1,586). The average
monthly number of staff employed by the European branches during the year was 241 (2016: 138).
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11. Tax on profit on ordinary activities

2017 2016
(a) Analysis of tax charge for the year $'000 $'000
Current taxation
UK Corporation tax on profit for the year 960,531 831,585
Overseas taxation 322,719 169,405
Less: Double tax relief (289,736) (180,277)
Adjustments in respect of previous years (61,266) 25,385
Current tax expense for the year 932,248 846,098
Deferred tax (note 12):
Origination and reversal of temporary differences 14,825 8,137
Adjustment in respect of previous year 19,341 (11,844)
Effect of rate change on opening balance (2,824) (582)
Deferred tax credit for the year 31,342 (4,289)
Total tax expense for the year 963,590 841,809

(b) Factors affecting the current tax charge for the year

The current tax charge for the year differs from the standard rate of corporation tax in the UK including banking surcharge (27.25%).

The differences are explained below:

2017 2016

$'000 $'000
Profit on ordinary activities before taxation 3,599,049 3,987,453
Profit on ordinary activities before taxation multiplied by standard rate of corporation tax in UK of
27.25% (2016: 28%). 980,741 1,116,487
Effects of:
Non-deductible expenses 9,101 77,817
Income not taxable (14,827) (52,792)
Dividend income — (168,000)
Transfer pricing adjustments 18,233 10,381
Other adjustment — 2,577
Adjustments in respect of previous years (41,924) 13,541
Group relief claimed for nil consideration (25,956) (146,748)
Foreign taxation suffered 32,983 (10,873)
Impact of change in rate on deferred tax 5,239 (581)
Total tax expense for the year 963,590 841,809
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12. Deferred tax

The analysis of deferred tax assets and deferred tax liabilities is as follows:

2017 2016
$'000 $'000
Deferred tax assets:
Deferred tax assets to be recovered after more than 12 months 104,605 96,747
Deferred tax asset to be recovered within 12 months 40,300 48,373
144,905 145,120
Deferred tax liabilities:
Deferred tax liability to be reversed after more than 12 months ’ (39,075) (8,213)
Deferred tax liability to be reversed within 12 months : (1,196) (1,173)
Deferred tax asset (net) 104,634 135,734
The gross movement on the deferred income tax account is as follows:
2017 2016
$'000 $'000
As at 1 January 135,734 94,590
Depreciation in excess of capital allowances (167) (576)
Deferral of share-based payments 7,790 24,152
Other adjustment (38,723) 17,568
As at 31 December 104,634 135,734

The movementin deferred income tax assets and liabilities during the year, without taking into consideration the offsetting of balances
within the same tax jurisdiction, is as follows:

Accelerated
capital Share-based

Deferred tax asset allowances payments Other Total

$'000 $'000 $'000 $'000
At 1 January 2016 3,643 81,173 9,774 94,590
(Charged)/credited to the income statement (576) 6,475 (1,610) 4,289
Credited directly to equity — 17,677 270 17,947
Credited directly to other comprehensive income — — 18,908 18,908
At 31 December 2016 3,067 105,325 27,342 135,734
(Charged)/credited to the income statement (167) (3.801) (27,374) (31,342)
Credited directly to equity — _ 11,591 — 11,591
Credited directly to other comprehensive income — — (11,349) (11,349)

At 31 December 2017 2,900 113,115 (11,381) 104,634
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13. Loans and advances to banks

2017 2016
$'000 $'000
Loans and advances to banks 9,812,066 6,123,936

Included within loans and advances to banks is $7.1 billion (2016: $4.3 billion) held with JPMorgan Chase undertakings.

The Company maintains certain client money balances which principally arise where it acts on behalf of its clients as a clearing
member for derivatives that are cleared through central counterparties. The Company has considered its rights and obligations
relating to funds belonging to clients that are held subject to client money protection under the Client Assets Sourcebook, with banks,
exchanges and clearing houses, and concluded that such amounts should not be recognised on balance sheet. Therefore, client
money assets amounting to $13.9 billion (2016: $12.5 billion) have been derecognised from the Company's balance sheet, $7.0
billion (2016: $4.5 billion) from loans and advances to banks and $7.2 billion (2016: $8.0 billion) from debtors respectively.

14. Loans and advances to customers

The Company's loan portfolio is within the wholesale loan segment. Wholesale loans include loans made to a variety of customers,
such as large corporates and institutional clients.

2017 2016

$'000 $'000

Loans and advances to customers 2,713,517 3,102,786
Provision for impairment (129,984) (2,733)
Impairment write off : 28,789 -
2,612,322 3,100,053

The credit quality and analysis of concentration of loans and advances to customers is managed within the Firm's Credit Risk
Management function, refer to the Strategic report.

15. Securities financing activities

JPMS plcenters into resale agreements, repurchase agreements, securities borrowed and securities loaned transactions (collectively,
“securities financing agreements”) primarily to finance the Company's inventory positions, acquire securities to cover short positions,
accommodate customers’ financing needs, and settle other securities obligations.

Securities purchased and securities sold under agreements to resellfrepurchase and securities borrowed and securities (oaned
transactions are generally carried at the amount of cash collateral advanced or received.

Secured financing transactions expose the Company to credit and liquidity risk. To manage these risks, the Company monitors the
value of the underlying securities (predominantly high-quality securities collateral, including government-issued debt and agency
mortgage-backed securities) that it has received from or provided to its counterparties compared to the value of cash proceeds and
exchanged collateral, and either requests additional collatera! or returns securities or collateral when appropriate. Margin levels are
initially established based upon the counterparty, the type of underlying securities, and the permissible collateral, and are monitored
on an ongoing basis.

In resale agreements and securities borrowed transactions, the Company is exposed to credit risk to the extent that the value of the
securities received is less than initial cash principal advanced and any collateral amounts exchanged. In repurchase agreements
and securities loaned transactions, credit risk exposure arises to the extent that the value of underlying securities exceeds the value
of the initial cash principal advanced, and any collateral amounts exchanged.

Additionally, the Company typically enters into master netting agreements and other similar arrangements with its counterparties,
which provide for the right to liquidate the underlying securities and any collateral amounts exchanged in the event of a counterparty
default. It is also the Company's policy to take possession, where possible, of the securities underlying resale agreements and
securities borrowed transactions.

Refer to note 29 for additional information on netting arrangements.
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15. Securities financing activities (continued)

2017 2016

$'000 $'000

Securities purchased under agreements to resell 135,385,611 130,416,852
Securities borrowed 27,072,599 25,831,106
162,458,210 156,247,958

Securities sold under agreements to repurchase 74,937,158 61,657,271
Securities loaned 12,550,040 20,133,325
87,487,198 81,790,596

Securities financing transaction balances include the follo(Ning amounts held with other JPMorgan Chase undertakings:

2017 2016

$'000 $'000

Securities purchased under agreements to resell 42,694,037 41,017,708
Securities borrowed 11,761,045 20,449,114
54,455,082 61,466,822

Securities sold under agreements to repurchase 13,909,031 12,366,287
Securities loaned 10,007,640 18,205,412
23,916,671 30,571,699

16. Financial assets held for trading

Within its client-driven market-making activities, the Company transacts in debt and equity instruments and derivatives.

2017 2016

$'000 $'000

Debt and equity instruments 107,884,895 89,327,429
Derivative receivables 232,373,718 233,718,379
340,258,613 323,045,808

Financial assets held for trading includes $122 billion held with JPMorgan Chase undertakings (2016:$124.9 billion).

17. Financial assets designated at fair value through profit or loss

2017 2016

$'000 $'000

Equity instruments 164,384 144,728
Loans 177,218 170,931
341,602 315,659
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18. Debtors
2017 2016
$'000 $'000
Trade debtors 30,394,066 22,534,256
Other debtors 49,252,556 33,938,769
79,646,622 56,473,025

Trade debtors mainly consists of unsettied trades. Other debtors includes $45.9 billion of cash collateral provided on derivatives

(2016: $33.5 billion).

Debtors includes the following balances from JPMorgan Chase undertakings:

2017 2016

$'000 $'000

Trade debtors 13,952,580 10,641,074
Other debtors 29,329,759 14,189,512
43,282,339 24,830,586

Trade debtors mainly consists of accounts receivable from JPMorgan Chase undertakings and unsettled trades. Other debtors

includes $29 billion of cash collateral provided on derivatives (2016: $14.1 billion).

19. Other assets

2017 2016
$'000 $'000
Deferred taxation 104,634 135,734
Prepayments 5427 508
Accrued income 652,028 447,989
762,089 584,231
20. Investments in JPMorgan Chase undertakings
2017 2016
$'000 $'000
Investments in JPMorgan Chase undertakings at cost
At 1 January 3,341,207 3,458,789
Write down - see below — (117,359)
Realisation of investments - see below — (223)
At 31 December 3,341,207 3,341,207

In the prior year, on review of the carrying amount of the Company's investment in Cazenove Group Limited, the investment has

been written down by $117.4 million.

During the first quarter of 2016, the Company received a final cash distribution of $517,000 from its subsidiary, Bank One Europe
Limited, of which $294,000 was recognised as a gain on disposal in the Income statement. Bank One Europe Limited was dissolved

shortly thereafter.
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20. Investments in JPMorgan Chase undertakings (continued)

The holdings of the Company are as follows:

Shares

Name Address of subsidiary Principal activity Holding held %

Greenwood Nominees Limited ' 25 Bank Street, Canary Wharf, Nominee company Direct 100
London, E14 5JP, England

J.P. Morgan Europe Limited 25 Bank Street, Canary Wharf, Banking Direct 100
London, E14 5JP, England

Cazenove Group Limited JPMorgan House, Grenville Street, St. Holding company Direct 100
Helier, JE4 8QH, Jersey

J.P. Morgan Prime Nominees Ltd. 25 Bank Street, Canary Wharf, Nominee company Direct 100
London, E14 5JP, England

J.P. Morgan Services LLP 25 Bank Street, Canary Wharf, Dormant company Direct 57
London, E14 5JP, England

CP Group Holding Cooperatief U.A. Strawinskylaan 1135, Tower B, 11th Floor, Investment company Direct 100
Amsterdam, 1077, Netherlands

Chase Securities International Limited 25 Bank Street, Canary Wharf, Investment company Indirect 100
London, E14 5JP, England

Chase International Securities (C.1.) Limited Forum 4, Grenville Street, St. Investment company Indirect 100
Helier, JE2 4UF, Jersey

Chemical Nominees Limited 25 Bank Street, Canary Wharf, Investment company Indirect 100
London, E14 5JP, England

Cazenove Holdings Limited JPMorgan House, Grenville Street, St. Holding company Indirect 100
Helier, JE4 8QH, Jersey

Cazenove IP Limited 25 Bank Street, Canary Wharf, Investment company Indirect 100
London, E14 5JP, England

JPMorgan Cazenove Holdings 25 Bank Street, Canary Wharf, Holding company Indirect 51
London, E14 5JP, England

J.P. Morgan Cazenove Limited 25 Bank Street, Canary Wharf, ' Investment company Indirect 51
London, E14 5JP, England

JPMorgan Cazenove Service Company 25 Bank Street, Canary Wharf, Service company Indirect 51
London, E14 5JP, England

Cheyne Capital Guaranteed S.A. Series 2007-1® 2 Boulevard Konrad Adenauer, Notes issuer Direct 100

Luxembourg, L-1115, Luxembourg

(a) The above entity is a special purpose entity which meets the definition (per section 1162 of the Companies Act 2006) of a subsidiary
undertaking.

The above investments are shown at cost less any provision forimpairment. In the opinion of the directors, the value of the Company's
investment in each subsidiary undertaking is not less than the amount at which it is stated in the balance sheet.

Ali shares held in the above subsidiaries are ordinary shares.
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21. Unconsolidated structured entities
Structured entities

A structured entity is an entity that has been designed so that voting or similar rights are not the dominant factor in deciding who
controls the entity, such as, when any voting rights relate to administrative tasks only and the relevant activities are directed by means
of other contractual arrangements.

Typically, structured entities have one or more of the following characteristics:

» an insufficient amount of at-risk equity to permit the entity to finance its activities without additional subordinated financial
support; :

«  equity at-risk owners that, as a group, are not able to make significant decisions relating to the entity's activities through
voting rights or similar rights; or

»  equity at-risk owners that do not absorb the entity’s losses or receive the entity’s residual returns.

The most common type of structured entities is a special purpose entity (“SPE"). SPE's are commonly used in securitisation
transactions in order to isolate certain assets and distribute the cash flows from those assets to investors. The party that has power
to direct the most significant activities of the entity and an exposure to the risks of the entity (together constituting control of the entity)
is required to consolidate the assets and liabilities of the structured entity. The structured entities in which the Company has control
are consolidated into the parent undertakings of the Company, as set out in note 20 to these financial statements.

The Company has involvement with various structured entities, originated within the Firm or by third parties. These typically include
securitisations, credit protection purchased credit linked notes, collateralised loan and debt obligations, and other structured
financings.

Material interests held in SPE's include residential and commercial mortgage-backed securities and other asset-backed
securities. These interests relate to securitisation bonds where the underlying assets are residential and commercial mortgages,
consumer loans, student loans, trade receivables, and credit card receivables.

Interest in unconsolidated structured entities

The Company's interest in an unconsolidated structured entity is considered as the contractual and non-contractual involvement that
exposes the Company to variability of returns from the performance of the structured entity but not deemed a subsidiary.

The following table shows, by type of structured entity, the carrying amounts of the Company’s interest in unconsolidated structured
entities recognised on the balance sheet. The maximum exposure to loss is considered as approximate to the carrying amounts. It
also provides an indication of the size of the structured entities, measured by the total assets held in the structured entity. The carrying
amounts do not necessarily reflect the risks faced by the Company, as factors such as economic hedges and effect of collateral held
by the Company are not included. '

Interest in unconsolidated structured entities

Fair value of Financial assets Loans and
assets held by and liabilities advances to Other Totat

SPE held for trading customers
31 December 2017 $'000 $'000 $'000 $'000 $'000
Residential mortgage-backed securities 41,499,967 946,036 - - 946,036
Commercial mortgage-backed securities 3,326,241 49,690 — — 49,690
Other asset-backed securities 34,832,976 490,698 — — 490,698
Credit-related notes and asset swap vehicles 73,776,415 255,094 — - 255,094
Covered Bonds 122,148,567 75,266 — - 75,266
Other 167,451,690 1,653,563 — — "~ 1,653,563
Total assets 443,035,856 3,470,347 — - 3,470,347
Maximum exposure to loss 443,035,856 3,470,347 —_ - 3,470,347
Total liabilities — 533,309 — - 533,309
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21. Unconsolidated structured entities (continued)

Interest in unconsolidated structured entities

Fair value of Financial assets Loans and
assets held by and liabilities advances to Other Total
SPE held for trading customers

31 December 2016 $'000 $'000 $'000 $'000 $'000

Residential mortgage-backed securities 128,093,000 750,000 — —_ 750,000

Commercial mortgage-backed securities 21,654,000 95,000 365,000 — 460,000

Other asset-backed securities 27,923,000 174,000 50,000 — 224,000

Credit-related notes and asset swap vehicles 47,022,000 227,000 — - 227,000

Collateralised debt obligations 6,883,000 101,000 — — 101,000

Covered Bonds 394,504,000 171,000 — — 171,000

Other 280,160,000 1,807,000 — - 1,807,000

Total assets 906,239,000 3,325,000 415,000 — 3,740,000

Maximum exposure to loss 906,239,000 3,325,000 415,000 — 3,740,000

Total liabilities — — — 52,000 52,000
22. Financial liabilities held for trading

2017 2016

$'000 $'000

Debt and equity instruments 46,215,803 42,248,042

Derivative payables 241,407,619 235,757,064

Other financial liabilities 20,664,646 15,520,640

308,288,068 293,525,746

Financial liabilities held for trading includes $166 billion held with JPMorgan Chase undertakings (2016: $152.1 billion).

23. Trade creditors and other liabilities

2017 2016

$'000 $'000

Trade creditors © . 30,479,035 29,755,510
Other liabilities:

Accruals and deferred income 1,766,668 1,399,456

Taxation and social security ® 311,635 575,237

Other © 25,271,893 23,844,456

Total other liabilities 27,350,196 25,819,149

Total trade creditors and other liabilities ' 57,829,231 55,574,659

(a) Trade creditors predominantly consists of unsettled trades, brokerage fees payable and liabilities in respect of assets transferred but not
derecognised (note 32) and includes $3.5 billion with other JPMorgan Chase undertakings (2016: $2.6 billion). Amounts owed to JPMorgan
Chase undertakings presented on the balance sheet represents financing and collateral arrangements with other JPMorgan Chase undertakings.

(b) Taxation and social security includes provisions for corporate tax, overseas tax and bank levy.
(c) Otherincludes $25.2 billion (2016: $23.5 billion) of cash collateral received related to OTC derivatives.
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24. Called-up share capital

2017 2016
$'000 $'000
Issued and fully paid share capital
At 1 January
1,039,262 ordinary shares (2016: 1,039,262) of $10,000 each 10,392,620 10,392,620
34,648 preferred ordinary shares (2016: 34,648) of $10,000 each 346,480 346,480
680,685 preference shares (2016: 680,685) of $10,000 each 6,806,850 6,806,850
50,000 ordinary shares (2016: 50,000) of £1.24 each 100 100
2 ordinary shares (2016: 2) of £1 each —_— _
Movements during the year
205,081 ordinary shares issued of $10,000 each 2,050,810 —
34,648 preferred ordinary shares (2016: 34,648) of $10,000 each (346,480) - —
680,685 preference shares (2016: 680,685) of $10,000 each (6,806,850) —
At 31 December
1,244,343 ordinary shares (2016: 1,039,262) of $10,000 each 12,443,430 10,392,620
0 preferred ordinary shares (2016: 34,648) of $10,000 each — 346,480
0 preference shares (2016: 680,685) of $10,000 each — 6,806,850
50,000 ordinary shares (2016: 50,000) of £1.24 each 100 100
2 ordinary shares (2016: 2) of £1 each — —
12,443,530 17,546,050
2017 2016
$'000 $'000
Preference shares in issue
5-year floating rate of $10,000 each* — 2,650,000
10-year fixed rate of $10,000 each* — 2,156,850
20-year fixed rate of $10,000 each* — 2,000,000
— 6,806,850

* Additional disclosure on the terms per tranche of preference shares and preferred ordinary shares is provided under note 25.

On 14 June 2017, the Company redeemed 3,648 preferred ordinary shares of $10,000 each and 7,000 preference shares $10,000
each comprising the entire shareholding of J.P. Morgan Capital Financing Limited; as a result the Company is wholly owned by J.P.
Morgan Capital Holdings Limited.

Through a series of corporate steps that occurred instantaneously on 11 September 2017, 31,000 preferred ordinary shares and
673,685 preference shares of $10,000 each were converted into 205,081 ordinary shares of $10,000 each and 499,604 deferred
shares of $10,000 each. The deferred shares had no voting rights or any rights to dividends or distributions and were cancelled
immediately, resulting in recognition of $4,996 million in capital redemption reserve.
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25. Dividends

As at 11 September 2017, the Company no longer had any preference shares or preferred ordinary shares in issue. Interim dividends
of $359,303,501 were paid on the preference shares (2016: $358,107,690) and $6,696,499 on the preferred ordinary shares of the
Company in 2017 (2016: $5,261,655). An interim dividend of nii (2016: $686,630,655) was paid on the ordinary shares ofthe Company
for 2017. No final dividend was paid or proposed for 2017 (2016: nil).

The dividend rate on the preferred ordinary shares was 0.9% over 12 month U.S. dollar LIBOR on the nominal amount, and, if
resolved to be distributed, was payable in priority to any dividend payable on ordinary shares, with no right to accumulation in the
event of a deficiency of profits nor any further entitlement to participation in the profits of the Company. Subject to approval from the
PRA, the Company could redeem at its option any preferred ordinary share at par, together with accrued dividend due, at any time
after 26 March 2007. The preferred ordinary shares carried no voting rights at a general meeting of the Company. The ordinary
shares carry 100% of the voting rights.

The dividend rate on the 5-year floating rate preference shares was 0.9% over 12 month U.S. dollar LIBOR on the nominal amount,
and, if resolved to be distributed, was payable in priority to any dividend payable on ordinary shares, but pari passu to any payment
to the holders of the preferred ordinary shares or any other preference shares, with no right to accumulation in the event of a deficiency
of profits nor any further entitlement to participation in the profits of the Company. Subject to approval from the PRA, the Company
could redeem at its option any 5-year floating rate preference share at par, together with accrued dividend due, at any time after 9
June 2009. The 5-year floating rate preference shares carried no voting rights at general meetings.

The dividend rate on the 10-year fixed rate preference shares was a fixed rate of 2.75% and 2.85% per series, above the 10-year
U.S. Treasury Rate as at the date of issue, and, if resolved to be distributed, was payable in priority to any dividend payable on the
ordinary shares, but pari passu to any payment to the holders of the preferred ordinary shares or any other preference shares, with
no right to accumulation in the event of deficiency of profits nor any further entitiement to participation in the profits of the Company.
Subject to approval from the PRA, the Company could redeem any series of the 10-year fixed rate preference shares at par at any
time after the 10th anniversary of the date of issue of that series provided that the Company could only redeem exactly 20 per cent
of the total number of preference shares issued in that series at par. The preference shares carried no voting rights at general
meetings.

The dividend rate on the 20-year fixed rate preference shares was a fixed rate of 8% and, if resolved to be distributed, was payable
in priority to any payment of dividend or other distribution to the holders of any junior obligations, but pari passu to any payment of
dividend or other distribution to the holders of any parity obligations, with no right to accumulation in the event of deficiency of profits
nor any further entitlement to participation in the profits of the Company. Subject to approval from the PRA, the Company could
redeem at its option any 20-year fixed rate preference share at par, together with accrued dividend due, at any time after 20 years
and one month of the date of issue of that series. The preference shares carried no voting rights at general meetings.
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26. Notes to the statement of cash flows

2017 2016
$'000 $'000

Profit before income taxation 3,599,049 3,987,453
Adjustments for:
Depreciation of tangible fixed assets 1,760 1,290
Impairment of investments in JPMorgan Chase undertakings — 117,359
Other non-cash movements (2,554,965) 681,129
Operating cash flows before changes in operating assets and liabilities 1,045,844 4,787,231
Changes in operating assets
Decrease in loans and advances to customers 487,731 192,771
(Increase)/decrease in securities purchased under resale agreements (4,968,759) 6,419,632
Increase in securities borrowed (1.241,493) (10,792,219)
Increase in financial assets held for trading (17,212,805) (23,437,986)
Increase in financial assets designated at fair value through profit or loss (25,943) (190,374)
Increase in debtors and other assets (23,259,302) (18,329,453)
(Increase)/decrease in prepayments and accrued income (208,958) 38,987

(46,429,529) (46,098,642)
Changes in operating liabilities
Increase/(decrease) in securities sold under repurchase agreements © 13,279,887 (3,864,900)
(Decrease)/increase in securities loaned (7,583,285) 8,817,628
Increase in financial liabilities held for trading 14,762,322 30,167,276
Increase in financial liabilities designated at fair value through profit or loss 1,465,247 -
Increase in trade creditors 723,525 4,269,179
Increase in other liabilities 1,453,703 6,128,016
Increase/(decrease) in accruals and deferred income 367,212 (741,444)

24,468,611 44,775,755
Cash (used in)/generated from operating activities (20,915,074) 3,464,344

27. Commitments

Lending-related commitments and guarantees

The Company provides lending-related financial instruments (e.g., commitments and guarantees) to meet the financing needs of its
customers. The contractual amount of these financial instruments represents the maximum possible credit risk to the Company
should the counterparty draw upon the commitment or the Company be required to fulfill its obligation under the guarantee, and
should the counterparty subsequently fail to perform according to the terms of the contract. Most of these commitments and guarantees
expire without being drawn or a default occurring. As a result, the total contractual amount of these instruments is not, in the Company's

view, representative of its actual future credit exposure or funding requirements.

2017 2016

$'000 $'000

Unused commitments on loans 18,615,564 15,180,394
Standby letters of credit and guarantees 1,839,881 126,391
20,455,445 15,306,785

There are no lending commitments to other JPMorgan Chase undertakings (2016: nil).
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28. Assets and liabilities measured at fair value

Fair value

Valuation process

The Company carries a portion of its assets and liabilities at fair value on a recurring basis.

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. Fair value is based on quoted market prices or inputs, where available. If listed prices
or quotes are not available, fair value is based on valuation models and other valuation techniques that consider relevant transaction
characteristics (such as maturity) and use as inputs observable or unobservable market parameters, including yield curves, interest
rates, volatilities, equity or debt prices, foreign exchange rates, and credit curves.

The level of precision in estimating unobservable market inputs or other factors can affect the amount of gain or loss recorded for a
particular position. Furthermore, while the Company believes its valuation methods are appropriate and consistent with those of
other market participants, the methods and assumptions used reflect management judgement and may vary across the Company’s
businesses and portfolios. The use of different methodologies or assumptions to those used by the Company could resultin a different
estimate of fair value at the reporting date.

Risk-taking functions are responsible for providing fair value estimates for assets and liabilities carried on the balance sheet at fair
value. The Firm's valuation control function, which is part of the Firm’s Finance function and independent of the risk-taking functions,
is responsible for verifying these estimates and determining any fair value adjustments that may be required to ensure that the
Company's positions are recorded at fair value. The valuation control func}ion verifies fair value estimates provided by the risk-taking
functions by leveraging independently derived prices, valuation inputs and other market data, where available.

In determining the fair value of a derivative portfolio, valuation adjustments may be appropriate to reflect the credit quality of the
counterparty, the credit quality of the Company, and the funding risk inherent in certain derivatives. The credit and funding risks of
the derivative portfolio are generally mitigated by arrangements provided to the Company by JPMorgan Chase Bank, N.A. and
therefore the Company takes account of these arrangements in estimating the fair value of its derivative portfolio.

Valuation model review and approval

If prices or quotes are not available for an instrument or a similar instrument, fair value is generally determined using valuation models
that consider relevant transaction data such as maturity and use as inputs market-based or independently sourced parameters. The
Model Risk function is independent of the model owners and reviews and approves valuation models used by the Company.

Fair value hierarchy

The Company classifies its assets and liabilities according to a valuation hierarchy that reflects the observability of significant market
inputs. The three levels are defined as follows:

Level 1 - inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in active markets.

Level 2 - inputs to the valuation methodology include quoted prices for similar assets and liabilities in active markets, and inputs
that are observable for the asset or liability, either directly or indirectly, for substantially the full term of the financial instrument.

Level 3 - one or more inputs to the valuation methodology are unobservable and significant to the fair value measurement.

A financial instrument’s categorisation within the valuation hierarchy is based on the lowest level of input that is significant to the fair
value measurement.
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28. Assets and liabilities measured at fair value (continued)
Valuation methodologies

The following table describes the valuation methodologies used by the Company to measure its more significant products/
instruments at fair value, including the general classification of such instruments pursuant to the valuation hierarchy.

Classifications in

Product/instrument  Valuation methodology, inputs and assumptions the valuation
hierarchy

Equity, debt, and other Quoted market prices are used where available. Level 1

securities In the absence of quoted market prices, securities are valued based on: Level 2 or 3

+  Observable market prices for similar securities
+ Relevant broker quotes
«  Discounted cash flows

In addition, the following inputs to discounted cash flows are used for the
following products:

Mortgage and asset-backed securities specific inputs:

«  Collateral characteristics :

«  Deal-specific payment and loss allocations

+  Current market assumptions related to yield, prepayment speed,
conditional default rates and loss severity

Derivatives and fully Exchange-traded derivatives that are actively traded and valued using the  Level 1
funded OTC exchange price.
instruments
Derivatives that are valued using models such as the Black-Scholes option
pricing model, simulation models, or a combination of models, that use Level 2 or 3
observable or unobservable valuation inputs as well as considering the
contractual terms. '

The key valuation inputs used will depend on the type of derivative and the
nature of the underlying instruments and may include equity prices,
commodity prices, interest rate yield curves, foreign exchange rates,
volatilities, correlations, credit default swaps (“CDS") spreads and recovery
rates. Additionallysthe credit quality of the counterparty and of the Company
as well as market funding levels may also be considered.

In addition, the following specific inputs are used for the following
derivatives that are valued based on models with significant unobservable
inputs are as follows:

Structured credit derivatives specific inputs include:

*  CDS spreads and recovery rates

+  Credit correlation between the underlying debt instruments
Equity option specific inputs include:

*  Equity volatilities

*  Equity correlation

*  Equity - foreign exchange ("FX") correlation

*  Equity - interest rate correlation

Interest rate and FX exotic options specific inputs include:
+ Interest rate spread volatility

* Interest rate correlation

*  Foreign exchange correlation

* Interest rate - FX correlation

Commodity derivatives specific inputs include:

. Commodity volatility

. Forward commodity price

Financial instruments  Where observable market data is available, valuations are based on: Level2 0or3
held for trading - loans +  Observed market prices (circumstances are infrequent)

*  Relevant broker quotes

. Observed market prices for similar instruments

Where observable market data is unavailable or limited, valuations are

based on discounted cash flows, which consider the following:

+  Credit spreads derived from the cost of CDS; or benchmark credit

curves developed by the Company, by industry and credit rating
*  Prepayment speed
+  Collateral characteristics
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28. Assets and liabilities measured at fair value (continued)

Valuation methodologies (continued)

Classifications in

Productiinstrument Valuation methodology, inputs and assumptions the valuation
hierarchy

Loans and advances to Valuations are based on discounted cash flows, which consider: Predominantly level 3

customers and lending- «  Credit spreads, derived from the cost of CDS; or benchmark

related commitments credit curves developed by the Company, by industry and

credit rating
*  Prepayment speed

Lending-related commitments are valued similar to loans and

reflect the portion of an unused commitment expected, based on

the Company's average portfolio historical experience, to become

funded prior to an obligor default -

Securities financing Valuations are based on discounted cash flows, which consider: Level 2

agreements . Derivative features. For further information refer to the
discussion of derivatives above

. Market rates for the respective maturity
. Collateral characteristics

Assets and liabilities measured at fair value on a recurring basis

The following table presents the asset and liabilities reported at fair value as of 31 December 2017 and 2016, by major product
category and fair value hierarchy.

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
At 31 December 2017 :
Securities financing agreements:
Securities purchased under agreements to resell —_ 1,799,061 —_ 1,799,061
Securities borrowed — 3,049,423 — 3,049,423
Financial assets held for trading:

Debt and equity instruments 50,259,349 56,288,802 1,336,743 107,884,894

Derivative receivables 158,218 228,171,775 4,043,726 232,373,719
Financial assets designated at fair value through profit or loss:

Debt and equity instruments — — 341,602 341,602
Total financial assets 50,417,567 289,309,061 5,722,071 345,448,699
Securities financing agreements:

Securities sold under agreements to repurchase - 3,052,613 —_ 3,052,613
Financial liabilities held for trading:

Debt and equity instruments 32,709,118 13,505,976 712 46,215,806

Derivative payables 543,061 234,225,800 6,638,758 241,407,619

Other financial liabilities — 13,671,674 6,992,969 20,664,643
Financial assets designated at fair value through profit or loss:

Debt and equity instruments — 1,465,247 — 1,465,247
Other liabilities:

Deposits — 108,101 — 108,101
Total financial liabilities 33,252,179 266,029,411 13,632,439 312,914,029
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28. Assets and liabilities measured at fair value (continued)

Assets and liabilities measured at fair value on a recurring basis (continued)

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
At 31 December 2016
Financial assets held for trading:

Debt and equity instruments 48,988,614 39,530,046 808,769 89,327,429

Derivative receivables 76,571 227,134,018 6,507,790 233,718,379
rinancial assets designated at fair value through profit or
oss:

Debt and equity instruments — — 315,659 315,659
Total financial assets 49,065,185 266,664,064 7,632,218 323,361,467
Financial liabilities held for trading:

Debt and equity instruments 31,033,923 11,213,696 423 42,248,042

Derivative payables 76,358 230,220,052 5,460,654 235,757,064

Other financial liabilities . — 11,557,637 3,963,003 15,520,640
Total financial liabilities 31,110,281 252,991,385 9,424,080 293,525,746

Level 3 valuations

The Firm has established well structured processes for determining fair value, including for instruments where fair value is
estimated using significant unobservable inputs (level 3).

Estimating fair value requires the application of judgement. The type and level of judgement required is largely dependent on
the amount of observable market information available to the Company. For instruments valued using internally developed
valuation models and other valuation techniques that use significant unobservable inputs and are therefore classified within level
3 of the fair value hierarchy, judgements used to estimate fair value are more significant than those required when estimating
the fair value of instruments classified within levels 1 and 2.

In arriving at an estimate of fair value for an instrument within level 3, management must first determine the appropriate valuation
model or other valuation technique to use. Second, due to the lack of observability of significant inputs, management must
assess all relevantempirical data in deriving valuationinputs including, transaction details, yield curves, interestrates, prepayment
speed, default rates, volatilities, correlations, equity or debt prices, valuations of comparable instruments, foreign exchange
rates and credit curves.

The following table presents the Company's primary level 3 financial instruments, the valuation techniques used to measure the
fair value of those financial instruments, the significant unobservable inputs, the range of values for those inputs and, for certain
instruments, the weighted averages of such inputs. While the determination to classify an instrument within level 3 is based on
the significance of the unobservable inputs to the overall fair value measurement, level 3 financial instruments typically include
observable components (that is, components that are actively quoted and can be validated to external sources) in addition to
the unobservable components.

The range of values presented in the table is representative of the highest and lowest level input used to value the significant
groups of instruments within a product/instrument classification. Where provided, the weighted averages of the input values
presented in the table are calculated based on the fair value of the instruments that the input is being used to value.

In the Company’s view, the input range and the weighted average value do not reflect the degree of input uncertainty or an
assessment of the reasonableness of the Company's estimates and assumptions. Rather, they reflect the characteristics of the
various instruments held by the Company and the relative distribution of instruments within the range of characteristics. For
example, two option contracts may have similar levels of market risk exposure and valuation uncertainty, but may have significantly
different implied volatility levels because the option contracts have different underlying’s, tenors, or strike prices.

The input range and weighted average values will therefore vary from period-to-period and parameter-to-parameter based on
the characteristics of the instruments held by the Company at each balance sheet date.
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Level 3 valuations (continued)

Principal : :
P Net fair 3 . Range of input  Weighted
Product/instrument Asset Liability value ::ég:ti:’t?e Unobservable input 2, ©o average
At 31 December 2017 $'000 $'000 $'000
Debt and equity instruments 1,678,345 (712) 1,677,633
Corporate debt securities and Market Price $3-81M $82
other comparables
Residential mortgage-backed Discounted  Yield 3% - 16% 6%
securities and loans cash flows Prepayment speed 0% - 13% 9%
Conditional default rate 0% - 5% 1%
Loss severity 0% - 84% 3%
Commercial mortgage- Market Price $0-$100 $94
backed securities and loans comparables
Loans Market Price $4 - $103 $84
comparables
Derivatives 4,043,726  (6,638,768) (2,595,032)
Net interest rate derivatives Option Interest rate spread 27bps — 38bps
pricing volatility
Interest rate correlation (50)% — 98%
Interest rate - FX 60% - 70%
correlation
Discounted Prepayment speed 0% - 30%
cash flows
Net credit derivatives Discounted Credit correlation 40% — 75%
cash flows Credit spread 6bps - 1,489bps
Recovery rate 20% - 70%
Yield 1% - 20%
Prepayment speed 4% - 21%
Conditional default rate 0% - 100%
Loss severity 4% - 100%
Market Price $10 - $98
comparables
Net foreign exchange Option interest rate - FX (50)% — 70%
derivatives pricing correlation
Discounted  Prepayment speed 7%
cash flows
Net equity derivatives Option Equity volatility 20% — 55%
pricing Equity correlation 0% - 85%
Equity - FX correlation  (50)% - 30%
Equity - interest rate 10% - 40%
correlation
Net commodity derivatives Option Forward commodity $54 — $68 per
pricing price barrel
Commodity volatility 5% - 46%
Commodity correlation  (40%) - 70%
Other financial liabilities - (6,992,969) (6,992,969) Option Interest rate spread 27bps — 38bps
pricing volatility
Interest rate correlation (50)% — 98%
Interest rate - FX (50)% — 70%
correlation
Equity correlation 0% — 85%
Equity - FX correlation  (50%) - 30%
Equity - interest rate 10% - 40%
correlation
Total 5,722,071 (13,632,439) (7,910,368)
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28. Assets and liabilities measured at fair value (continued)

Level 3 valuations (continued)

: Principal .
. b Net fa F . Range of input Weighted
Product/instrument Asset Liability \:zlue" valuation Unobservable input vaalu%s np avelgage
technique
At 31 December 2016 $'000 $'000 $'000
Debt and equity instruments 1,124,428 (423) 1,124,006
Corporate debt securities and Discounted  Credit spread 40bps - 375bps  96bps
other cash flows Yield 1% -17% 9%
Market Price $0 - $121 $91
comparables
Residential mortgage-backed Discounted  Yield 4% - 18% 5%
securities and loans cash flows Prepayment speed 0% - 20% 8%
Conditional default rate 0% - 34% 15%
Loss severity 0% - 90% 37%
Commercial mortgage- Discounted  Yield 1% - 32% 8%
backed securities and loans cash flows Conditional default rate 0% - 100% 69%
Loss severity 40% 40%
Derivatives 6,507,790 (5,460,654) 1,047,136
Net interest rate derivatives Option Interest rate correlation” (30)% — 100%
pricing Interest rate spread 3% - 38%
volatility
Net credit derivatives Discounted  Credit correlation 30% —~ 85%
cash flows
Net foreign exchange Option Foreign exchange (30)% — 65%
derivatives pricing correlation
Net equity derivatives Option Equity volatility 20% — 60%
pricing
Net commaodity derivatives Discounted  Forward commodity $46 — $59 per
cash flows price barrel
Other financial tiabilities - (3,963,003)  (3,963,003) Option Interest rate correlation (30)% — 100%
pricing Interest rate spread 3% - 38%
volatility
Foreign exchange (30)% — 65%
correlation
Equity correlation (50)% - 80%
Discounted  Credit correlation 30% — 85%
cash flows
Total 7,632,218 (9,424,080)  (1,791,862)

The categories presented in the table have been aggregated based upon the product type, which may differ from their classification
on the balance sheet and fair values are shown net.

Changes in and ranges of unobservable inputs

The following discussion provides a description of the impact on a fair value measurement of a change in each unobservable
input in isolation, and the interrelationship between unobservable inputs, where relevant and significant. The impact of changes
in inputs may not be independent as a change in one unobservable input may give rise to a change in another unobservable
input; where relationships exist between two unobservable inputs, those relationships are discussed below. Relationships may
also exist between observable and unobservable inputs (for example, as observable interest rates rise, unobservable prepayment
rates decline); such relationships have notbeenincluded in the discussion below. In addition, foreach ofthe individual relationships
described below, the inverse relationship would also generally apply.

Yield - The yield of an asset is the interest rate used to discount future cash flows in a discounted cash flow calculation. An
increase in the yield, in isolation, would result in a decrease in a fair value measurement.

Credit spread - The credit spread is the amount of additional annualised return over the market interest rate that a market
participant would demand for taking exposure to the credit risk of an instrument. The credit spread for an instrument forms part
of the discount rate used in a discounted cash flow calculation. Generally, an increase in the credit spread would result in a
decrease in a fair value measurement.
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Changes in and ranges of unobservable inputs (continued)

Prepayment speed - The prepayment speed is a measure of the voluntary unscheduled principal repayments of a prepayable
obligation in a collateralised pool. Prepayment speeds generally decline as borrower delinguencies rise. An increase in prepayment
speeds, in isolation, would result in a decrease in a fair value measurement of assets valued at a premium to par and an increase
in a fair value measurement of assets valued at a discount to par.

Conditional default rate - The conditional default rate is a measure of the reduction in the outstanding collateral balance underlying
a collateralised obligation as a result of defaults. An increase in conditionai defauit rates would generally be accompanied by an
increase in loss severity and an increase in credit spreads. An increase in the conditional default rate, in isolation, would result in a
decrease in a fair value measurement.

Loss severity - The loss severity (the inverse concept is the recovery rate) is the expected amount of future realised losses resulting
from the ultimate liquidation of a particular loan, expressed as the net amount of loss relative to the outstanding loan balance. An
increase in loss severity is generally accompanied by an increase in conditional default rates. An increase in the loss severity, in
isolation, would result in a decrease in a fair value measurement.

Correlation - Correlation is a measure of the relationship between the movements of two variables (e.g., how the change in one
variable influences the change in the other). Correlation is a pricing input for a derivative product where the payoff is driven by
one or more underlying risks.

Correlation inputs are related to the type of derivative (e.g., interest rate, credit, equity and foreign exchange) due to the nature
of the underlying risks. When parameters are positively correlated, an increase in one parameter will result in an increase in the
other parameter. When parameters are negatively correlated, an increase in one parameter will result in a decrease in the other
parameter. Anincrease in correlation can resultin an increase or a decrease in a fair value measurement. Given a short correlation
position, an increase in correlation, in isolation, would generally result in a decrease in a fair value measurement.

Volatility - Volatility is a measure of the variability in possible returns for an instrument, parameter or market index given how
much the particular instrument, parameter or index changes in value over time. Volatility is a pricing input for options, including
equity options, commodity options, and interest rate options. Generally, the higher the volatility of the underlying, the riskier the
instrument. Given a long position in an option, an increase in volatility, in isolation, would generally result in an increase in a fair
value measurement.

Fair value financial instruments valued using techniques that incorporate unobservable inputs

The potential impact as at 31 December of using reasonable possible alternative assumptions for the valuations including
significant unobservable inputs have been quantified in the following table:

Sensitivity analysis of valuations using Favourable Unfavourable

Fair Value

unobservable inputs change change
Asset Liability Net Income statement
At 31 December 2017 $'000 $'000 $'000 $'000 $'000
Debt and equity instruments
Corporate debt securities and other 1,664,449 (712) 1,663,737 83,031 (83,031)
Residential mortgage-backed securities 11,565 - 11,565 328 (328)
Commercial mortgage-backed securities 2,331 - 2,331 503 (503)
Total debt and equity instruments 1,678,346 (712) 1,677,633 83,862 (83,862)
Derivatives* 4,043,726 (6,638,758) (2,596,032) 39,996 (39,996)
Other financial liabilities* - (6,992,969) (6,992,969) 107,781 (107,781)
Total 5,722,071 (13,632,439) (7,910,368) 231,639 (231,639)
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Fair value financial instruments valued using techniques that incorporate unobservable inputs (continued)

Sensitivity analysis of valuations using

Favourable Unfavourable
unobservable inputs Fair Value change change
Asset Liability Net Income statement
At 31 December 2016 $'000 $'000 $'000 $'000 $'000
Debt and equity instruments
Corporate debt securities and other 1,116,836 (423) 1,116,413 20,471 (20,471)
Residential mortgage-backed securities 1,550 — 1,550 155 (155)
Commercial mortgage-backed securities 6,042 — 6,042 778 (778)
Total debt and equity instruments 1,124,428 (423) 1,124,005 21,404 (21,404)
Derivatives* 6,607,790 (5,460,654) 1,047,136 13,305 (13,3085)
Other financial liabilities* — (3,963,003) (3,963,003) 19,667 (19,667)
Total 7,632,218 (9,424,080) (1,791,862) 64,376 (54,376)

-

unfavourable changes with the resuit then allocated to the two lines individually.

Changes in level 3 recurring fair value measurements

Given significant hedging between derivatives and other financial liabilities the net risk is considered to calculate the favourable/

The foltowing tables include a roliforward of the balance sheets amounts (including changes in fair vélue) for financial instruments
classified by the Company within level 3 of the fair value hierarchy.

Movement in assets and liabilities in Level 3 during year ended 31 December 2017

Financial assets

Debt and equity Derivative Total financial

instruments receivables assets

$'000 $'000 $'000

At 1 January 2017 1,124,428 6,507,790 7,632,218
Total gains recognised in profit or loss 82,639 2,143,878 2,226,517
Purchases 1,885,131 2,225,648 4,110,779

Sales (1,369,048) (3,541,844) (4,910,892)
Issuances —_ 1,157 1,157

Settlements (103,870) (2,370,600) (2,474,470)
Transfers in to Level 3 490,559 987,507 1,478,066

Transfers out of Level 3 (431,494) (1,909,810) (2,341,304)
At 31 December 2017 1,678,345 4,043,726 5,722,071

Change in unrealised gains related to financial

instruments held at 31 December 2017 134,692 729,155 863,847
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Movement in assets and liabilities in Level 3 during year ended 31 December 2017 (continued)

Financial liabilitles Debt and equity Derivative Other financial Total financial
instruments payables liabilities liabilities
$'000 $'000 $'000 $'000
At 1 January 2017 423 5,460,654 3,963,003 9,424,080
Total (gains)/loss recognised in profit or loss (614) 1,674,657 675,116 2,349,159
Purchases (39,710) (1,437,553) — (1,477,263)
Sales 41,804 2,508,171 18,932 2,568,907
Issuances — 3,588 5,350,163 5,353,751
Settlements (399) (2,991,676) (3,515,814) (6,507,889)
Transfers in to Level 3 —_ 3,422,465 705,568 4,128,033
Transfers out of Level 3 (792) (2,001,548) (203,999) (2,206,339)
At 31 December 2017 712 6,638,758 6,992,969 13,632,439
Change in unrealised losses related to financial
instruments held at 31 December 2017 (72) (40,029) (22,878) (62,979)
Movement in assets and liabilities in Level 3 during year ended 31 December 2016
Financial assets Debt and equity Derivative Total financial
instruments receivables assets
$'000 $'000 $'000
At 1 January 2016 1,427,012 5,175,306 6,602,318
Total (loss)/gains recognised in profit or loss (84,711) 1,200,083 1,115,372
Purchases 1,578,086 (185,641) 1,392,445
Sales (1,303,679) 513,914 (789,765)
Issuances 14,927 298 15,225
Settlements (106,648) (219,772) (326,420)
Transfers in to Level 3 147,701 263,403 411,104
Transfers out of Level 3 (548,260) (239,801) (788,061)
At 31 December 2016 1,124,428 6,507,790 7,632,218
Change in unrealised gains related to financial
instruments held at 31 December 2016 (47,977) 1,080,402 1,032,425
Financial liabilities Debt and equity Derivative Other financial Total financial
instruments payables liabilities liabilities
$'000 $'000 $'000 $'000
At 1 January 2016 5,073 4,906,458 3,136,824 8,048,355
Total (gains)/loss recognised in profit or loss 8,098 796,473 177,779 982,350
Purchases (1,865) 18,979 — 17,114
Sales 21,264 720,003 - 741,267
Issuances - 1,491 2,302,540 2,304,031
Settlements (32,598) (938,435) (1,656,106) (2,627,139)
Transfers in to Level 3 1,288 243,760 56,015 301,063
Transfers out of Level 3 (837) (288,075) (54,049) (342,961)
At 31 December 2016 423 5,460,654 3,963,003 9,424,080
Change in unrealised losses related to financial
instruments held at 31 December 2016 (145) 681,963 74,124 755,942

Realised and unrealised gains/(losses) are reported in trading profits in the income statement.
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Transfers between levels for instruments carried at fair value on a recurring basis
For the years ended 31 December 2017 and 2016, there were no significant transfers between levels 1 and 2.

During the year ended 31 December 2017, transfers in to and out of level 3 included the following:

+  $1.1 billion of assets and $1.2 billion of liabilities transferred out of level 3 driven by an increase in observability of credit
default swaps;

«  $0.5bn of assets and $0.5bn of liabilities transferred out of level 3 driven by an increase in observability of equity options;
«  $0.2bn of assets transferred out of level 3 driven by an increase in observability of trading loans and corporate debt;

«  $0.2bn of liabilities transferred out of level 3 driven by an increase in other financial liabilities;

«  $0.6bn of assets and $3.0bn of liabilities transferred in to level 3 driven by a decrease in observability of equity options;

»  $0.2bn of assets transferred in to level 3 driven by a decrease in observability of trading loans; and

«  $0.6bn of liabilities transferred in to level 3 driven by a decrease in other financial liabilities.

During the year ended 31 December 2016, transfers in to and out of level 3 included the following:
+  $0.3 billion of assets transferred out of level 3 driven by an increase in observability of corporate bonds and loans; and

+  $0.2 billion of assets and $0.2 billion of liabilities transferred in to level 3 driven by a decrease in observability of credit
default swaps.

All transfers are assumed to occur at the beginning of the period in which they occur.

Fair value of financial instruments not carried on balance sheet at fair value

Certain financial instruments that are not carried at fair value on balance sheet are carried at amounts that approximate fair value,
due to their short-term nature and generally negligible credit risk. These instruments include securities purchased under agreements

to resell, cash and balances at central banks, debtors, other assets, trade creditors and other liabilities.

The Company has $272.0 billion (2016: $246.5 billion) of current financial assets and $266.1 billion (2016: $236.2 billion) of current
financial liabilities that are not measured at fair value, including loans and advances to customers of $2.6 billion (2016: $3.1 billion).

In estimating the fair value of these loans and advances to customers, typically a discounted cash flow model is applied with significant
unobservable inputs and therefore would be classified as level 3 instruments. The fair value of these loans is not materially different
from the carrying amount. All other instruments are of a short-term nature and the carrying amounts in the balance sheet approximate

fair value.

G-69



J.P. MORGAN SECURITIES PLC
Notes to the financial statements (continued)
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The table below presents the balance sheet assets and liabilities offset, where the offsetting criteria under IAS 32 'Financial
Instruments: Presentation' (“IAS 32") have been met, and the related amounts not offset in the balance sheet in respect of cash and
security collateral received and master netting agreements, where such criteria have not been met:

At 31 December 2017

Financial assets:

Securities purchased under agreements to resell ©
Securities borrowed ©

Financial assets held for trading ®

Effects of offsetting on balance sheet  Related amounts not offset

Net amounts Master
reported on netting Cash &
Gross Amounts balance agreements security
amounts offset sheet and other collateral Net amount
$'000 $'000 $'000 $'000 $'000 $'000

284,606,993 (149,221,382) 135,385,611  (11,525,344)
27,072,599 — 27,072,599 (9.100,106)
362,065,083 (21,806,470) 340,258,613 (190,867,129)

(114,161,493) 9,698,774
(15,846,294) 2,126,199
(24,340,531) 125,050,953

Total

673,744,675 (171,027,852) 502,716,823 (211,492,579)

(154,348,318) 136,875,926

Financial liabilities:
Securities sold under agreements to repurchase ©
Securities loaned ©

Financial liabilities held for trading ®

224,158,540 (149,221,382) 74,937,158 (11,525,344)
12,550,040 — 12,550,040 (3,104,687)
330,722,398  (22,434,330) 308,288,068 (182,391,533)

(61,149,668) 2,262,146
(3,170,688) 274,665
(20,120,713) 105,775,822

Total

567,430,978 (171,655,712) 395775266 (203.021,564)

(84,441,069) 108,312,633

At 31 December 2016

Financial assets:

Securities purchased under agreements to resell
Securities borrowed ©

Financial assets held for trading ®

Effects of offsetting on balance sheet  Related amounts not offset

Net amounts Master
reported on netting Cash &
Gross Amounts balance agreements security
amounts offset sheet and other collateral Net amount
$'000 $'000 $'000 $'000 $'000 $'000

244,294,408 (113,877,556) 130,416,852 (6,449,414)
25,831,106 — 25,831,106 (17,174,407)
342,284,385  (19,238,577) 323,045,808 (191,509,111)

(119,614,194) 4,353,244
(6,518,661) 2,138,038
(19,626,339) 111,910,358

Total

612,409,899 (133,116,133) 479,293,766 (215,132,932)

(145,759,194) 118,401,640

Financial liabilities:
Securities sold under agreements to repurchase ©
Securities loaned

Financial liabilities held for trading ®

176,634,827 (113,877,556) 61,657,271 (6.449,414)
20,133,325 — 20,133,325 (17,174,407)
313,994,831  (20,469,085) 293,525,746 (191,509,111)

(563,019,937) 2,187,920
(2,101,111) 857,807
(17,046,020) 84,970,615

Total

509,662,983 (134,346,641) 375,316,342 (215,132,932)

(72,167,068) 88,016,342

(a) The fair value of securities purchased under agreements to resell and securities borrowed accepted as collateral that the Company is
permitted to sell or re-pledge in the absence of default, prior to netting adjustments, is $312,126 million (2016: $270,255 million). The fair
value of securities sold under agreements to repurchase and securities loaned pledged to secure liabilities, prior to netting adjustments, is

$223,997 million (2016: $188,793 million).

(b) Included within 'amounts offset’ are the respective collateral payable and receivables with certain clearing counterparties.
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30. Pensions

During the year, the Company was involved in the following pension schemes in the UK:

. JPMorgan UK Pension Plan ("UKP") - a defined contribution scheme (as a participating employer);
. JPMC UK Retirement Plan - a defined benefit scheme; and
. JPMorgan Cazenove (1987) Pension Scheme ("UKS") - a defined benefit scheme (as a participating employer).

In Europe, the Company also operates defined benefit and defined contribution schemes for its employers in the overseas branches
in Switzerland, Germany, France, Italy and Spain. Based on full actuarial valuations carried out during the year, the net liability in
respect of these European schemes as at 31 December 2017 amounted to $4,178,000 (2016: $9,488,000). The charge for the year
through the income statement was $2,941,000 (2016: $2,094,000), and total gain recognised through statement of comprehensive
income was $4,542,000 (2016: loss of 1,636,000).

JPMorgan UK Pension Plan

The Company participates in the JPMorgan UK Pension Plan, a defined contribution scheme operated by the Firm, which is open
to additional members and benefit accruals. '

JPMC UK Retirement Plan

The Firm maintains a defined benefit plan that is closed to additional benefit accruals known as the JPMC UK Retirement Plan.
Whilst the Company is not a participating employer in this plan, it does have certain obligations under a Withdrawal Agreement,
dated 24 May 2011, that was entered into in relation to J.P. Morgan Services LLP ("LLP"}, a JPMorgan Chase undertaking which
had previously been a participating employer in the plan. Under the terms of this agreement, the Company became responsible
for LLP's portion of the pension obligations calculated in accordance with paragraph 5(2) of Schedule 1A to the Occupational
Pension Schemes (Employer Debt) Regulations 2005 (as amended) with effect from 1 June 2011. The Company was not required
to make any payments immediately or in relation to the ongoing funding of the plan.

However, payments may become due from the Company on the occurrence of the earliest of the following events:

. The commencement of the winding up of the plan;

. The insolvency of the plan's last remaining participating employer,;

. The insolvency of the Company; or

. Any other date agreed between the Company and the Trustee of the Plan.

JPMorgan Cazenove (1987) Pension Scheme

The JPMorgan Cazenove (1987) Pension Scheme ("UKS") is an ongoing defined benefit plan. The Company has been a principal
employer in relation to the UKS plan since August 2012. In May 2016, the Company agreed to and became responsible for 97.24%
of the liabilities in respect of the UKS, taking over the obligation from its indirect subsidiary, JPMorgan Cazenove Service Company.

The principal assumptions adopted for the valuation of the UKS at 31 December were as follows:

2017 2016

% per annum % per annum

Discount rate 24 25
Rate of salary increase N/A* N/A*
Rate of price inflation ‘ 3 35
Rate of pension increases 34 ’ 3

*  The salary increase assumption no longer applies for the UKS as this plan was closed to future accruals on 31 May 2016.
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JPMorgan Cazenove (1987) Pension Scheme (continued)

Assumed life expectancy on retirement at age 65 were as follows:

S 2017 2016
years years
Longevity at age 65 for current pensioners
- Male 242 241
- Female 252 251
Longevity at age 65 for future pensioners
- Male 26.9 26.7
- Female 27 269
The movements in the UKS' liability for the year ended 31 December was as follows:
2017 2016
$'000 $'000
Benefit obligation at beginning of the year 534,817 496,540
Current service costs - 775
Interest costs 13,721 16,273
Actuarial (gain)/ loss (8,736) 138,244
Benefits paid from plan/Company (32,222) (23,140)
Exchange rate changes 49,763 (93,875)
Benefit obligation at end of the year 557,343 534,817
The movements in the UKS'’ assets for the year ended 31 December was as follows:
2017 2016
$'000 $'000
Fair value of plan assets at beginning of year 434,806 450,857
Expected return on plan assets 11,156 14,891
Actuarial gain on plan assets 18,594 65,518
Employer contributions (including employer direct benefit payments) 4,330 7,866
Administrative expenses paid from plan assets (293) (566)
Benefits paid from plan/Company (32,222) (23,140)
Exchange rate changes 41,327 (80,620)
Fair value of plan assets at end of the year 477,698 434,806

The equity investments and bonds which are held in the plan assets are quoted and are valued at the current bid price in accordance

with IAS 19.
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JPMorgan Cazenove (1987) Pension Scheme (continued)

The sensitivity of the defined benefit obligation to changes in the weighted principal assumption is as follows:

2017 2016
Change in Increasein  Decrease in Change in Increasein  Decrease in
assumption  assumption assumption assumption assumption assumption
At 31 December % % per annum % per annum % % per annum % per annum
Discount rate 0.25% (5.49)% 577 % 0.25% (5.44)% 572 %
Rate of salary increase 0.25% N/A* N/A* 0.25% N/A* N/A*
Rate of pension increase 0.25% 1.89 % (1.85)% 0.25% 3.59 % (3.53)%
Rate of price inflation 0.25% 3.16 % (3.17)% 0.25% 3.16 % 3.17)%
Increase by Increase by
Post-retirement mortality assumption one year 387 % - one year 387 % -

*

The salary increase assumption no longer applies for the UKS as this plan was closed to future accruals on 31 May 2016.

The above sensitivity analyses are based on a change in an assumption while holding ail other assumptions constant.

The expected return on scheme assets is determined by considering the expected returns available on the assets underlying the
current investment policy. Expected yields on fixed interest investments are based on gross redemption yields as at the balance
sheet date. Expected returns on equity investments reflect long-term real rates of return experienced in the respective markets.

Amounts recognised in the balance sheet arising from schemes that are wholly unfunded and those wholly or partly funded as at 31

December were as follows:

2017 2016
$'000 $'000
Present value of wholly or partly funded obligations 557,343 534,817
Fair value of plan assets 477,698 434,806
Deficit for funded plans - net liability 79,645 100,011
Experience adjustments on plan assets (18,594) (65,518)
Experience adjustments on plan liabilities (13,548) (6,661)
Movements in the UKS income statement for the year ended 31 December are as follows:
2017 2016
$°000 $'000
Current service cost — 775
Interest cost 13,721 16,273
Expected return on plan assets (11,156) (14,891)
Administrative expenses paid from plan assets 293 566
Total pension cost recognised in the income statement 2,858 2,723
Exchange rate changes 8,436 (13,255)
Net amount recognised in the income statement 11,294 (10,532)
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JPMorgan Cazenove (1987) Pension Scheme (continued)

Movements in the UKS statement of other comprehensive income for the year ended 31 December are as follows:

2017 2016

$'000 $'000

Actuarial gain/(loss) immediately recognised 27,329 (72,726)
The asset allocation of the UKS defined benefit schemes was as follows:

2017 2016

Percentage of Percentage of

plan assets plan assets

(%) (%)

Equity securities 384 356

Bond securities 61.2 62.4

Cash 0.4 2

100 100

31. Share based payments

The Firm has granted long-term stock-based awards to certain key employees under its Long Term Incentive Plan ("LTIP"), as
amended and restated effective 19 May 2015. Under the terms of the LTIP, as of 31 December 2017, 67 million shares of common
stock were available for issuance through May 2019 (2016: 78 million shares). The LTIP is the only active plan under which the Firm
is currently granting stock-based incentive awards. The LTIP, plus prior Firm plans and plans assumed as the result of acquisitions,
are referred to collectively as the "LTI Plans" and such plans constitute the Firm's stock-based incentive plans.

The Firm separately recognises compensation expense for each tranche of each award as if it were a separate award with its own
vesting date. For each tranche granted, compensation expense is recognised in line with how awards vest from the grant date until
the vesting date of the respective tranche, provided that the employees will not become full-career eligible during the vesting period.
For awards with full-career eligibility provisions and awards granted with no future substantive service requirement, the Firm accrues
the estimated value of awards expected to be awarded to employees as of the grant date without giving consideration to the impact
of post-employment restrictions. For each tranche granted to employees of the Company who will become full-career eligible during
the vesting period, compensation expense is recognised in line with how awards vest from the grant date until the earlier of the
employee's full-career eligibility date or the vesting date of the respective tranche.

Restricted stock units

" Restricted stock units ("RSUs") are awarded at no cost to the recipient upon their grant. RSUs are generally granted annually and
generally vest at a rate of 50% after two years, 50% after three years, and convert into shares of common stock at the vesting date.
In addition, RSUs typically include full-career eligibility provisions, which allow employees to continue to vest upon voluntary
termination, subject to post-employment and other restrictions based on age or servicé-related requirements. All of these awards
are subject to forfeiture until vested and contain clawback provisions that may result in cancellation prior to vesting under certain
specified circumstances. RSUs entitle the recipient to receive cash payments equivalent to any dividends paid on the underlying
common stock during the period the RSUs are outstanding.

Compensation expense for RSUs is measured based upon the number of shares granted multiplied by the stock price at the grant

date, and for employee stock options and stock appreciation rights ("SARs") is measured at the grant date using the Black-Scholes
valuation model. Compensation expense for these awards is recognised as described above.
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Key employee stock options and SARs

Under the LTI Plans, stock options and SARs have generally been granted with an exercise price equal to the fair value of JPMorgan
Chase & Co.'s common stock on the grant date. The Firm typically awards SARs to certain key employees once per year, the Firm
also periodically grants employee stock options and SARs to individual employees. The 2013 grants of SARs to key employees vest
rateably over five years (i.e. 20% per year) and awards contain clawback provisions similar to RSUs. The 2013 grants of SARs
contain full-career eligibility provisions. SARs generally expire 10 years after the grant date.

The following table summarises additional information about options and SARs outstanding as at 31 December:

31 December 2017 - 31 December 2016

Outstanding Weighted Weighted  Outstanding Weighted Weighted
‘000 average average - '000 average average
exercise remaining exercise remaining
price $ contractual price $ contractual life
life (in years) (in years)

Range of exercise prices
$min - $20.00 175 19.49 1.05 75 19.49 205
$20.01 - $35.00 — — — — — —
$35.01 - $50.00 806 43.56 3.00 1,144 43.32 4.08
$50.01 and above — — — — — —
Total 981 39.27 2.65 1,219 41.86 3.96

Broad-based employee stock options

No broad-based employee stock options were granted in 2017 or 2016. In prior years, awards were granted by the Firm under
the Value Sharing Plan, a non-shareholder-approved plan. For each grant, the exercise price was equal to the Firm's common
stock price on the grant date. The options become exercisable over various periods and generally expire 10 years after the
grant date.

The weighted average share price during the year ended 31 December 2017 was $92.01 (2016: $65.62).

The total expense for the year relating to share based payments was $310 million (2016: $249 million), all of which relates to equity
settied share based payments.

32. Transfers of financial assets

In the course of its normal business activities, the Company makes transfers of financial assets. Depending on the nature of the
transaction, this may result in derecognition of the assets in their entirety, partial derecognition or no derecognition of the assets
subject to the transfer. A summary of the main transactions, and the assets and liabilities and the financial risks arising from these
transactions, is set out below:

Transfers of financial assets that do not result in derecognition

Assets are transferred under repurchase and securities lending agreements with other banks and financial institutions. In substance,
these transactions constitute secured borrowings and therefore the assets are not derecognised from the balance sheet. The recipient
is generally able to use, sell or pledge the transferred assets for the duration of the transaction. The Company remains exposed to
interest and credit risk on these instruments which they are contractually required to repurchase at a later date. The counterparty’s
recourse is generally not limited to the transferred assets. The fair value of the collateral and the carrying amounts of the liabilities
is disclosed in note 29.

The Company has also transferred equity securities to third parties in consideration for cash, while simultaneously entering into
derivative transactions, with the same counterparty, which are linked to the transferred assets. The derecognition criteria have not
been met because the Company retains the risk and rewards associated with the transferred financial assets, therefore the assets
continue to be recognised on balance sheet together with the related liability.
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The following is a summary of the fair value of the assets and carrying amount of related liabilities:

Fair value of the assets

Fair value of the assets Carrying amount of the related liability
2017 2016 2017 2016
$'000 $'000 $'000 $'000
Financial assets held for trading 1,467,000 5,720,000 1,303,000 5,268,000

Continuing involvement in financial assets that have been derecognised

In some cases, the Company transfers financial assets that it derecognises entirely even though it may have continuing involvement
in them. This typically happens when the Company has sold a financial asset to a SPE with limited other assets and enters into a
derivative with the SPE to provide investors with a specified exposure (examples include credit-linked note vehicles and asset swap
vehicles that are established on behalf of investors). The total notional and the market value of all derivatives executed by the
Company with such SPEs (including those with such SPEs to which the Company did not transfer any financial assets) amounted
to $14.3 billion and $982 million as of 2017 ($13.2 billion and $722 million as of 2016).

33. Financial risk management

Disclosures in relation to the Company’s risk management and capital management have been presented in the Strategic report on
pages 2 - 26 which forms part of these financial statements.
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