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Basel II Pillar 3 qualitative disclosures as at 31 December 2013 

 

JPMorgan Chase & Co’s view is that the application of Pillar 3 disclosures for groups is most useful at the ultimate 
consolidated level.  It is our belief that the application of Pillar 3 at individual entity level is potentially misleading, since it is 
not necessarily an accurate reflection of the risk profile of the business lines concerned, which may manage their risks 
across legal entities. For this reason, users are advised that the information should not be used for decision-making 
purposes.   

 

The Basel II Pillar 3 disclosures included herein are made solely to meet the requirements in the United Kingdom, and 
relate to the activities of the following UK consolidation groups: 

� J.P. Morgan Capital Holdings Limited (primary subsidiaries: J.P. Morgan Securities plc, J.P. Morgan Europe Limited, 
J.P. Morgan International Bank Limited, J.P. Morgan Limited and JPMorgan Cazenove Holdings). 

� Bear Stearns UK Holdings Limited (primary subsidiary: J.P. Morgan Markets Limited) 

� JPMorgan Asset Management International Limited (primary subsidiary: JPMorgan Asset Management (UK) Limited).  
The basis for consolidation for accounting and prudential purposes differ as the JPMorgan Life Limited, an insurance 
company, is excluded from the regulatory consolidation group. JPMorgan Life Limited has capital resources that are 
surplus to the required minimum. 

 
Where disclosures are not provided, there are no transactions or exposures within J.P. Morgan Asset Management 
International group that are required to be disclosed under the rules. 

Outside regulatory requirements to hold capital, there are no current or foreseen material practical or legal impediments to 
the prompt transfer of funds or repayment of liabilities among the parent undertakings or, where applicable, their 
subsidiaries. 

 

Pillar 3 disclosures comprise two types: 

� Qualitative disclosures relating primarily to risk management practices and 

� Quantitative disclosures relating primarily to actual risk exposures 

 

Qualitative disclosures applicable to all J.P. Morg an entities globally 

J.P.Morgan has published the required qualitative disclosures in the JPMorgan Chase & Co. 2013 Annual Report and 
more recent quarterly United States Securities and Exchange Commission Form 10-Q & 10-K filings, which can be 
accessed via the following links: 
 
http://investor.shareholder.com/jpmorganchase/annual.cfm (JPMorgan Chase & Co 2013 Annual Report) 

http://investor.shareholder.com/jpmorganchase/sec.cfm?doctype=Annual (10-K For period ending 31.12.2013) 

http://investor.shareholder.com/jpmorganchase/sec.cfm?doctype=Quarterly (10-Q  For period ending 30.9.2014)
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Additional qualitative disclosures applicable only to relevant UK entities 

 
Pillar 1 Operational Risk Capital Requirement  
J.P.Morgan UK entities subject to local capital requirements for operational risk have adopted the Basic Indicator 
Approach for Pillar 1 purposes. 
 
Nominated ECAIs for Pillar 1 Standardised Credit Risk Capital Requirement 
The external credit assessment institutions (“ECAIs”) used in the determination of credit quality steps are Fitch, Moody’s 
and Standard and Poors. The ratings from each of these ECAIs are used for all standardised risk classes. 
 
Remuneration Policies and Disclosures 
Compensation disclosures are set out in the following link http://investor.shareholder.com/jpmorganchase/basel.cfm 
 
Counterparty Credit Risk Exposure 
Detailed disclosures on counterparty credit risk exposure are contained in the JPMC annual report which is available from 
the Annual Report & Proxy website. http://investor.shareholder.com/jpmorganchase/annual.cfm 
 
In particular, counterparty credit risk exposure is discussed in the section entitled “Management’s discussion and analysis” 
and in particular the sub-sections entitled “Capital Management”; “Credit Risk Management” and the other sub-sections 
on risk management. 
 
J.P.Morgan UK entities operate within the wider JPM group and adopt the relevant policies, processes, methodologies 
and controls established and operating within the group where appropriate and required. They adopt the JPMC methods 
for assigning internal capital and credit limits for counterparty credit exposures. None of the J.P. Morgan UK entities are 
externally rated by ECAIs at the present time. 
 
Securitisation 
Detailed disclosures on securitisations are contained in Note 16 on pages 288 – 299 of the JPMC annual report which is 
available from the Annual Report & Proxy website  http://investor.shareholder.com/jpmorganchase/annual.cfm 
 
Internal Capital Adequacy Assessment Process (ICAAP) 
J.P. Morgan UK entities perform internal capital adequacy assessments in accordance with the Capital Requirements 
Directive and the requirements of the Prudential Regulation Authority (PRA) and Financial Conduct Authority (FCA). 
 
The purpose of the ICAAP is to assess the current and potential risks run by each entity to determine whether the current 
and forecasted levels of capital are sufficient relative to those risks under Pillar 2 of the revised Basel framework. 
 
Internal assessments are made of the level of capital required for each significant risk area (both for those which are 
covered by Pillar 1 capital and for those which are not). These are based on JPMC’s group-wide risk and capital models. 

In addition, stress testing and capital planning analysis is used to determine the size of capital buffer required to ensure 
the J.P. Morgan UK entities continue to maintain adequate capital through the economic cycle, including a range of 
severe but plausible stresses.



 

  3 

Quantitative disclosures  

Capital Resources 

As at 31 December 2013, the J.P. Morgan entities in scope had capital resources which were more than the required 
minimum. 

 

The following table shows capital resources as at 31 December 2013.  

 

 
 
 
Note - reference letters have been included to indicate how the totals/sub totals are derived 
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Minimum Capital Requirements 

The below information shows the minimum capital requirements for Credit risk, Market risk and Operational risk, using the 
Standardised approach. 

 

BIPRU 11.5.4 (2):  

 
Minimal Capital Requirements for Credit Risk (Banki ng Book) under the Standardised Approach  
 
 
 

  
 

            

 BIPRU 11.5.4 (4):  
Minimum capital requirements for market risk, count erparty risk and concentration risk  
 
 

 

 

 BIPRU 11.5.4 (5):  
 
Minimum Capital Requirement for Operational Risk  
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Counterparty (Trading Book) Credit Risk Exposures 

The following shows the Counterparty Credit Risk Exposures.   

There are no such exposures within the JPMAM Int group or JPMAM UK. 

 

BIPRU 11.5.7 (5):  

Counterparty credit exposure  

Standardised Approach  

 

 

 

 

BIPRU 11.5.7 (7):  

Notional value of credit derivative contracts held for hedging purposes  
 
 

 
  



 

  6 

BIPRU 11.5.7 (7):  

 
Counterparty credit exposure analysed by financial contract type  
(Distribution of current credit exposure by types of credit exposure) 
 

 
 
 
 
 
 
 
 

BIPRU 11.5.7 (8):  

 
Notional of credit derivative contracts      

 

This information has not been disclosed as it is deemed confidential information. 
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Credit Risk Exposures before Credit Risk Mitigation  (CRM) 

The following shows the Credit Risk Exposures before the application of credit risk mitigation.  In regards to the 
geographical analysis, the exposures relate to the location in which the customer is based. 

 

BIPRU 11.5.8 (3):  

 
Credit risk exposure under the Standardised approac h 
 
 
Consolidated  
 

 

 

Significant Subsidiary  
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Significant Subsidiary  

 

 

Significant Subsidiary  

 

 

Consolidated  

 

 

Significant Subsidiary  
 

 



 

  9 

BIPRU 11.5.8 (4): 

 
Geographical analysis of Credit risk exposure under  the Standardised approach  
 
Consolidated  
 

 

 

Significant Subsidiary  

 

 

Significant Subsidiary  

 

 

 

Significant Subsidiary  
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 Consolidated  

 

 

 

Significant Subsidiary  
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BIPRU 11.5.8 (5):  

 
Industry analysis of Credit risk exposure under the  Standardised approach  

 

Consolidated  

 

 

Significant Subsidiary  

 

 

Significant Subsidiary  
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Significant Subsidiary  

 

Consolidated  

 

 

 

Significant Subsidiary  
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BIPRU 11.5.8 (6): 

 
Residual maturity analysis of Credit risk exposure under the Standardised approach  
 
 

Consolidated  
 

 

 

 

Significant Subsidiary  

 

 

 

 

Significant Subsidiary  
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Significant Subsidiary  

 

 

 

 

Consolidated  

 

 

 

Significant Subsidiary  
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Methodology for determining impairment provisions 
 
Primary responsibility for determining impairment provisions is managed according to the Firm’s Credit Policy.  
Specifically, responsibility resides with Global Credit Risk Management (credit analysis) and Credit Executives (credit 
approval).  Credit risk associated with operational overdrafts is mitigated by Credit Risk Mitigation techniques including 
pledges/liens over assets under custody 

 

 
BIPRU 11.5.8 (7): 

 
Industry analysis of impaired and past due exposure s and allowance for impairment  
 
 

Consolidated  
 

 
 

Significant Subsidiary  
 

 
 

Consolidated  

 

 

Significant Subsidiary  
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Industry analysis and Geographical analysis of impa ired and past due exposures and allowance for impai rment  
 

 

BIPRU 11.5.8 (8):  

 
Geographical analysis of impaired and past due expo sures and allowance for impairment  
 
 

Consolidated  
 

 
 
 

Significant Subsidiary  
 

 
 
 

Consolidated  
 

 
 

Significant Subsidiary  

 

 

 



 

  17 

BIPRU 11.5.8 (9):  
 
Analysis of movement on impairment and amounts take n directly to the income statement  
 
 

Consolidated  
 

 
 

Significant Subsidiary  
 

 
 
 

Consolidated  
 

 
 

Significant Subsidiary  
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BIPRU 11.5.10 (5): 

 

Credit quality steps before and after Credit Risk M itigation using the Standardised Approach. 

 
Credit quality step analysis of Pre CRM exposure un der the Standardised Approach  

 

Consolidated  

 

 

 

Significant Subsidiary  

 

 

 

Significant Subsidiary  

 

 

 

 

 



 

  19 

Significant Subsidiary  

 

 

 

Consolidated  

 

 

 

Significant Subsidiary  
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BIPRU 11.5.10 (5):  

 
Credit quality step analysis of Post CRM exposure  
 

Consolidated  
 
 

 
 
 

Significant Subsidiary  
 
 

 
 

Significant Subsidiary  
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Significant Subsidiary  
 

 
 

Consolidated  
 
 

 

 

Significant Subsidiary  
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Non Trading Book exposures in Equities. 

The following shows the exposures in equities in regards to the Non Trading Book.   

 

BIPRU 11.5.15 (2), (3), (4) and (5):  

 

 

Significant Subsidiary  

 

 

 

 

Significant Subsidiary  
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Consolidated  

 

 

 

 

Significant Subsidiary  
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Non Trading Book exposure to Interest Rate risk. 

The following discloses the exposure to interest rate risk in the Non Trading Book. 

The following is calculated in USD as it is the material currency of all entities’ balance sheets except for JPM AM where a 
currency breakdown is provided. Net Present Value (NPV) of the net gap is shown as opposed to Present Value (PV) of 
net gap with +/- shift in USD discount rate.  

 

 

BIPRU 11.5.16 (2):  

 
Sensitivity of the Banking Book to interest rate ch anges  
 

Consolidated  

 

 

 

Significant Subsidiary  

 

 

 

Significant Subsidiary  
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Significant Subsidiary  

 

 

 

Consolidated  

 

 

 

 

Significant Subsidiary  

 

 

 

Note: Interest rate risk for JPMAM Int and JPMAM (UK) is directly generated from bank deposits and holdings in liquidity 
funds 
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Securitisation 

J.P. Morgan Securities plc calculates risk weighted exposures in accordance with BIPRU 7.2.48A R to BIPRU 7.2.48K R.  
Securitisation disclosures are applicable for trading book only, so BIPRU 11.5.17(8) is not applicable as none of the UK 
regulated entities have securitisations in the Banking Book. 

 

The below securitisation disclosures are only applicable for J.P. Morgan Securities plc as it is the only entity in the 
JPMCHL group that engages in securitisation activity.  The Asset Management entities (JPMAM Int and JPMAM UK) do 
not engage in securitisation activity, nor do any of the entities in the BSUKHL group. 
 
BIPRU 11.5.17(13)(a), BIPRU 11.5.17(13)(c), BIPRU 11.5.17(1 3)(f) and BIPRU 11.5.17(15) are not applicable as none 

of the UK regulated entities securitise exposures. 

 
BIPRU 11.5.17(13)(b)  
 

 
 

BIPRU 11.5.17(13)(d) is not applicable as none of the UK regulated entities have this facility.  
 
 
 
BIPRU 11.5.17(13)(e) 

Analysis of securitised positions retained BIPRU 11 .5.17(13)e 

 
Note:  
< means less than and  equal to 
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BIPRU 11.5.17(14) 
 

Aggregate amount of securitisation and resecuritisa tion positions retained or purchased and the associ ated 
capital resources requirements  

 

 

 

 
 

 
 
 

 

Collateral and Guarantees 
 
The requirement under BIPRU 11.6.5 refers to Banking Book exposure. We hold no collateral or guarantees against these 
exposures. 


