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J.P. Morgan Strategic Volatility Dynamic Index

OVERVIEW

The J.P, Morgan Strategic Volatlity Dynamie Insex (the “Index™) aima 1o
provide exposure 1o volatlity by combining a long posiion and a
comtingent short pasition in fulures contracts on the CBOE Volatity
Ireche s (e “W1X7) futures curve.

The indeéx maintains a systematic long position in 3%, 4%, 50 and &
month futures contracts and p rely activates a short position in
2 and 3™ month VIX futures contracts if the VIX Index was less than the
rolling weighted average of the 2™ and 3 month futures contrads for
each of the 3 preceding Index Business Days (i.e. when the market is in
contango). Under these circumstances, the short position is weighted
such that the Index retains a net flat-to-Jong volatlity position. The index
is therefore designed to “carry flat™ in normal market conditions whie
[prewiding enhanced protection in the event of spikes in volatiity,

You may lose some or &l of your principal at matunity. Any payment on
he notes is subject 1o the credit nisk of J P, Morgan Chase & Co,

Brief Background on Vo latility Investing

= The VIX Index, pubkshed by the Chicago Baard of Optians
Exchange ("CBOE™), iz wewed as the benchmark index for
measunng the markel's expectaton of the near-lerm (30 days)
valatiity of tha S&P 500E Indax.

» Wolatiy, as measured by the VIX Index, has histarically increassd
during parads of decling in the equty markets. (Sea the char
balkow ) Howevar, tha VIX Indax s nat an invastabla indax.

#  Fuluras contracts on the VIX Index ware introduced by the CBOE in
2004 to pravide investable access to valatility,

®  The VIX futures curve is often in “contanga™ which can, all else
baing equal, result in negative retumns for a strategy that is kang VIX
futuras.

Historical performance comparison of the S&P 500® Index

and the VIX Index: April 2003 to April 2013
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Source: JP. Momgan. As of 4302013, PAST PERFORMANCE 15 NOT INDIC AT WVE
OF FUTURE RESULTS. The VIX Index ks nod an investable Index. The Strategic
Volatility Dynamic Index i not linked to the VIX Index. The information in fiis
charis provided sobaly for mfemnce.

lllustration of a futures curve in contango

m=
"L
£ o*”
8 g ’ \
=
>/ negative roll yield from sliding down a futures
curve that is in contango
|
spot 1 month 2 month 3 month

1. See the section labelled "Glossary™ on the following page for the definition

of “contanga”.
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Hypothetical historical performance comparison: S‘trate% ¢ Violatility
Dynamic Index and S&P 500 Index - Jun 2008 to April
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Hypothetical historical returns and volatilities: Strategic Volatility
Dynamic Index and S&P 5008 Index — Jun 2008 to Apr 2013
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Strategic Vol Dynamic indax 23.89% 32.25%

4.04% 23.90%

50uma AP . As of 43023, PAST PERFORMANCE AND BACK-TESTED

RFOMANCE HNOT INDICATWE OF FUTURE RESILTE Tha JP A

S:Iraln ic Viglassty Dynamic index was launched on 831201 2. and shemiore any data

usad for il Index prar 43 that dafe s Dack-tested and doas naotl
Tha h parfarm

nsioncal data ypohatcal back-ased anee
materialy the same bases as ha parfrmance of ha indax is oa L
nat regrasent ha aciual hisoncal pedarmance of the index and has nat been verified by
an nchpmdm third part ABamatve modeling fechniques o assumpSons may
praduce  different h}pdht\:ﬂl Festarical nhrrn.ﬂl:ln hal mghl pove %o be mone
appropriate and hal might differ significanily from e hypofhecal historical infoamason

e Indax. I additon, backSested ohelical hslodcal msulls have inherent
lmnam Thass Back-858ad results ana vad Dy maans of 4 remaciivg appicaton
of & back-taskad modal designad with ha banall of Rindsight

How the Index Works
" Maintains |ong exposure o the 4-manth point VI fulures curve.

L] A contingent short position at the 2-month point on the VI future curve
is activated during cerizsin market scenarnios (a5 described below) and
bels adjusied in &n atlempl fo maintain 8 nel flal to long wvolatidy
EXPOEUNE.

= When activated, the short posiionis i e in caily i with a
maximum daly change in exposure of 25%, when de-actvated it is
gecreased in 25% daily decrements. The short position ranges from 0%
1o 100%,

= The synihetic long position in the futures contracts messures the return
from rolling & synhete poston from he thid-maonh nto the sedh-maonth
WIX futures contract ehie maintaining posiions in the fourmanth and
fifth-manth VIX ftures contracts).

= The synfhetic shod exposure to the fulures contracts, when activaded,
measures the return from rolling & synthetic short position from the
second-month to the third-month VIX fulures contract.

= ‘oatlie Markets: Relative move of the short leg vs. long leg increases,
weght onshorl leg decresses

n Mormal Markeis: Relatve move of the shor leg va long leg decreases
weight onshort leg increases.

= Activation Signal: On anmy day if the level of the VIX Index is below the
rolling weighled average of the second and third-maonth futures for each
of the 3 preceding Index Business Days (a5 would typically be the case
when the curve is in contango).

»  Deasctivation Signal: On any day that the level of the VIX Index is at or
above the raling weghled sversge of the sscond and thand-manth Wi
futures for esch of fhe 3 Index Business Days the shor
position is de-activaded (in 25% decrements).

= The level of the Index incorporates the daly deduction of (a) the index
fee of 0.75% per annum and {b) a “daily rebalancing adjustment amount®
that is determined by applying a rebalancing adjustment factor of
betwean 020% and 0.50% per day, bolh to the aggregele nobonal
amount of esch of the VI fulures conracts hypoihelcaly iraded ihal
day and the amount of the change, #any, in the level of the exposure fo
e synthetic short position. Please review the relevant produoct
supplement we have fied and any relevant term shest or pricing
supplement for furher detads on the J P Morgan Stratege Valstidy
Dynamic indesx, indwding the dady rebalancng sdjusiment amount
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Source: J P, Mongan, As of 473002013, PAST PERFORMANCE AND BACK-TESTED PERFORMANCE ARE NOT INDICATIVE OF FUTURE LEVELS. The Skalegic
‘dolatility Dynamic index was launched on 85312012, herefore any dala used for that Index prior lo that date is back-lesied. The hypoihetcal, exposure i ihe shor leg
obtained from such back-tesiing should not be considered indicative of fie actual exposure 5181 would be redized during an investmen in fe Index. The infarmation in fid

char is providad solely far reference

The reported level of the Index incomporates the daily deduction
of {a) an index fee of 0.75% per annum and (b) a “daily
rebalancing adjustment amount” that is detemined by applying a
rebalancing adjustment factor of between 0.20% and 0.50% per
day, both to the aggregate notional amount of each of the WIX
futures contracts hypothetically traded that day and the amount
of the change, if any, in the level of the exposure to the synthetic
short position.

The daily mebalancing adjustment amount is intended to
approximate the “slippage costs” that would be experienced by a
professional investor seeking to replicate the hypothetical
portfolio contermplated by the Index at prices that approximate
the official settlement prices (which are not generally tradable) of
the relevant VIX futures contracts.

“contango” is used to describe the shape of a futures cumve when
the price of a futures contract with a later expiration is higher than that
of a futures contract with an earlier expiration,

“bac kwardation" is the opposite of contangoe and is used to describe
the shape of a futures curve when the price of a futures contract with
a later expiration is lower than the price of a futures contract with an
earlier expiration.

“negative roll yield” / “positive roll yield": Because futures
contracts have specific expiration dates, in order for an investor to
maintain exposure, the investor needs to sell a futures contracts as it
gets clese to expiration and purchase another contract with a later
expiraticn date. This process is known as "rolling” the futures position.
When a futures curve is in “contango’ (see abowe), all else being
equal, an investor in a long futures position pays a higher price to buy
a later expiration futures contract than the price at which the investor
sells the contract as it nears expiration, thus suffering negative returns
("'negative roll yield’). Whereas when the futures curve is in
“backwardation” (see abowe), all else being equal, an investor in a
long futures position pays a lower price to buy a later expiring futures
centract than the price at which the investor sells the contract as it
nears expiration thus generating positive returns [“positive roll yiekd™).

Any securities we may issue linked to the Index may result in a loss,
and are exposed to the cred it risk of J.P. Morgan Chase & Co.

The Index has limited cperating history.

The reported leve| of the Index incorporates the daily deduction of
(@) an index fee of 0.75% per annum and (b) a “daily rebalancing
adjustment amount” (as described above).

The daily rebalancing adjustment amount is likely to have a
substantial adverse effect on the level of the Index,

The Index may not be successful and may not outperform any
altemative strategy.

Strategies that provide expeosure to equity volatility, which are
subject to significant fluctuaticns, are net suitable for all investors.
When the synthetic short position is activated, your retum on the
notes is dependent on the net performance, not the absoclute
performance, of the long and short pesitions.

Due to the time lag inherent in the Index, the exposure to the
synthetic short position may not be adjusted quickly enough to offset
loss or genemte profit,

The Index comprises only notional assets and liabilities.

The Index is an excess return index and reflects the performance of
an uncellateralized investment in futures contracts.

The level of the Index may not increase even when the synthetic
leng postion and the synthetic shert postions, when activated,
generates a positive return.

Because there is no limit to possible increases in the value of VIX
futures contracts underlying the synthetic short position, when
activated, the potential drag of this short exposure on the closing
level of the Index is unlimited. In nc event, however, will you lose
more than your entire investment linked to the performance of the
Index,

Our affiliate, J.P. Morgan Securities plc ("JPMS plc’), is the Sponsor
and Calculation Agent for the Index and may adjust the Index in a
way that affects its level,

Hypothetical back-tested data relating to the Index do not represent
actual historical data and are subject to inherent limitations

The Index is subjectto risks associated with futures contracts.

These risk factors are not exhaustive. Please review the relevant product supplement we hawe filed and any relevant term sheet or pricing supplement for further
information on risk factors associated with the J P, Morgan Strategic Volatility Cynamic Indax. The hypothatical back-$ested parformanca of the Indax is calculated on
materially the same basis as the performance of the Index I8 now calculated, but does not represent the actual historical performance of the Index and has not been
vorified by an indepandant third party, Alkemative modeling techniques or assumptions may produca diffarent hypothetical historical information that might prove to
be more appropriate and that might differ significantly from the hypothetical historical information of the Index. In addition, back-tested, hypothetical histo rical results
hava inharent limitations, These back-tested resuls ar achieved by maans of a mtroactive application of a back-tested modal designed with the banafit of hindsight,

The Strategy Guida forthe Index can ba found at: hitpols i jpmo man com!

SEC Legand: JPMargan Chase & Co. has filed a registraban statemant including a praspactus) with tha SEC for any offanngs 1o which thase matanals ralata.
Befara you imvest, you shauld read the prospacius in that regestrabion slalemant and the alhar documants relating o this affering that JPMargan Chase & Co.
has filed with tha SEC for more complete information about JPMorgan Chase & Co. and this oflanng. You may gel these documarts without cost by visting
EDGAR an the SEC Wab sita &l www sacgov. Aternatively, JPMargan Chasae & Ca, any agantar any dealar parbispating n this offanng will arranga  sand
you the pragpactus and each prospectus supplemant as wall as any product supplamant, prcing supplamant and tarm sheet f you so request by calling talk-
fraa BOO-576-3529.
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Ta the exdant thare ara any inconsistancies batwean ths frea wnting prospacius and the ralavant prcing supplemant, tha ralevant priang supplamant, including
arny hyparlinked infarmatan, shall suparsada this free wnting prospactus.

Investment suitability must be determingd indiadually for @ach investor, The financial instruments descnbed herein may notl be sutable fr all investors, This
informiation is not intended 1o provide and shoulkd not be relied upon as providing accounting, kegal, regulalory or tax advice. Investors shoukd consull their own
acdvisors on these maters.

IRS Circular 230 Dusclosure: JPMargan Chase & Co and s affiliales do not provide tax advice. Accordingly, any discusson of US. tax mallers contained
herein {including any attachments) i not intended ar writien to be used, and cannol be used, in connection with the promation, marketing or recommendation
by anyona unaffili sled with J PMargan Chasa & Co. af any of the matters address harain ar for the purpasaof avading U.S. tax-ralaled panalies.
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