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Executive Summary

e U.S. commercial banks reported $6.0 billion of trading revenues in cash and derivative instruments in
the third quarter of 2008, compared to $1.6 billion in the second quarter of 2008 and a $2.2 billion
average over the past eight quarters.

e Net current credit exposure increased 7% from the second quarter to $435 billion, a level 73% more
than the $252 billion exposure of a year ago.

e The notional value of derivatives held by U.S. commercial banks decreased $6.3 trillion in the third
quarter, or 3%, to $175.8 trillion.

e Derivative contracts remain concentrated in interest rate products, which comprise 78% of total
derivative notional values. The notional value of credit derivative contracts increased by 4% during the
quarter to $16.1 trillion. Credit default swaps comprise 99% of credit derivatives.

The OCC's quarterly report on bank derivatives activities and trading revenues is based on Call Report
information provided by all insured U.S. commercial banks and trust companies, as well as on other published
financial data.

Derivatives activity in the U.S. banking system is dominated by a small group of large financial institutions. Five
large commercial banks represent 97% of the total industry notional amount and 87% of industry net current
credit exposure.

While market or product concentrations are a concern for bank supervisors, there are three important mitigating
factors with respect to derivatives activities. First, there are a number of other providers of derivatives products
whose activity is not reflected in the data in this report. Second, because the highly specialized business of
structuring, trading, and managing derivatives transactions requires sophisticated tools and expertise,
derivatives activity is concentrated in those institutions that have the resources needed to be able to operate
this business in a safe and sound manner. Third, the OCC has examiners on-site at the largest banks to
continuously evaluate the credit, market, operation, reputation and compliance risks of derivatives activities.

Revenues

Despite continued challenging trading conditions which have existed since the current market disruption began
in mid-2007, banks reported a 272% increase in trading revenues to $6.0 billion in the third quarter. National
banks reported generally stable client flows and increased client revenues due to wider bid/offer spreads, but
the significant turnaround in trading revenues is largely due to an accounting rule related to declines in the
banks' own credit standing, as measured by their credit spreads. Accounting rules require firms to recognize
gains when the value of their own liabilities declines and this adjustment for derivatives contracts is accounted
for through trading revenues. So, while customer demand across most derivatives categories remains strong,
trading conditions in credit markets, in particular, remain difficult and some banks continue to carry legacy
positions in assets such as ABS CDOs for which there is virtually no market liquidity. Write-downs on those
positions, however, moderated in the third quarter.



Revenues from foreign exchange trading rose 47% to $3.1 billion, a new quarterly record. Interest rate
revenues fell 32% to $984 million. Banks incurred losses from equity trading activities of $954 million, the
largest loss ever, compared to revenues of $183 million in the second quarter, due to write-downs on preferred
shares of Fannie Mae and Freddie Mac. Finally, revenues from commodity trading activities fell 43% to $342

million.

Trading Revenue Change Q3| % Change Change Q3| % Change
$ in millions Q3 '08 Q2 '08 vs. Q2 Q3 vs. Q2 Q3 '07 vs. Q3 Q3 vs. Q3
Interest Rate 984 1,449 (465) -32%| $ 2,896 (1,912) -66%
Foreign Exchange 3,090 2,096 993 47% 2,005 1,084 54%
Equity (954) 183 (1,137) -622% 27 (981) -3665%
Commodity & Other 342 601 (260) -43% 7 335 4881%
Credit 2,544 (2,715) 5,259 194% (2,655) 5,198 196%
Total Trading Revenues 6,005 1,614 4,391 272%| $ 2,281 3,724 163%
Trading Revenue 2008 Q3 | Avg Past | ALL Quarters Since Q4, 1996 Past 8 Quarters

$ in millions 12 Q3's Avg Hi Low Avg Hi Low
Interest Rate 984 1,042 1,119 2,950 (472) 1,667 2,950 (357)
Foreign Exchange 3,090 1,454 1,440 3,090 690 1,982 3,090 1,265
Equity (954) 315 417 1,829 (954) 428 1,735 (954)
Commodity & Other 342 180 122 789 (320) 173 601 (111)
Credit* 2,544 N/A N/Al 2,544 [(11,780)] (2,329)] 2,544 | (11,780)
Total Trading Revenues 6,005 2,212

*Credit trading revenues became reportable in Q1, 2007. Highs and lows are for available quarters only.

Note: Numbers may not add due

to rounding

5,600

4,600

3,600
$3,090

2008 Q3 Trading Revenues by Type

$6,005

3,000

2,000

1,000

Average

m $2,544 B
é 2,600 2 0
E * E
o 160]{ @ =
$984 (1,000)
600 $342
M« 5
(3 T . (2,000)
(400) { Interest Rate  Foreign Equi Commodity &  Creditt  Total Trading
Exchange Other Revenues
(1,400) ($954) (3000)
(2.400) ¢ Past8 Quarters S (4000)

2008 Q2 Trading Revenues by Type

$2,096

$1,449

Interest Rate Foreign

Exchange

Equity

Commodity &
Other

Total Trading
Revenues

(62419

Data Source: Call Reports.

Note: Beginning 1Q07, credit exposures are broken out as a separate category.




Credit Risk

Credit risk is a significant risk in bank derivatives trading activities. The notional amount of a derivative contract
is a reference amount from which contractual payments will be derived, but it is generally not an amount at
risk. The credit risk in a derivative contract is a function of a number of variables, such as whether
counterparties exchange notional principal, the volatility of the underlying market factors (interest rate,
currency, commodity, equity or corporate reference entity), the maturity and liquidity of contracts, and the
creditworthiness of the counterparties.

Credit risk in derivatives differs from credit risk in loans due to the more uncertain nature of the potential credit
exposure. With a funded loan, the amount at risk is the amount advanced to the borrower. The credit risk is
unilateral; the bank faces the credit exposure of the borrower. However, in most derivatives transactions, such
as swaps (which make up the bulk of bank derivatives contracts), the credit exposure is bilateral. Each party to
the contract may (and, if the contract has a long enough tenor, probably will) have a current credit exposure to
the other party at various points in time over the contract’s life. Moreover, because the credit exposure is a
function of movements in market rates, banks do not know, and can only estimate, how much the value of the
derivative contract might be at various points of time in the future.

The first step in measuring credit exposure in derivative contracts involves identifying those contracts where a
bank would lose value if the counterparty to a contract defaulted today. The total of all contracts with positive
value (i.e., derivatives receivables) to the bank is the gross positive fair value (GPFV) and represents an initial
measurement of credit exposure. The total of all contracts with negative value (i.e., derivatives payables) to
the bank is the gross negative fair value (GNFV) and represents a measurement of the exposure the bank poses
to its counterparties.

For a portfolio of contracts with a single counterparty where the bank has a legally enforceable bilateral netting
agreement, contracts with negative values may be used to offset contracts with positive values. This process
generates a “net” current credit exposure, as shown in the example below:

Counterparty A # of Value of Credit Measure/Metric

Portfolio Contracts Contracts

Contracts With 6 $500 | Gross Positive Fair Value

Positive Value

Contracts With 4 $350 | Gross Negative Fair Value

Negative Value

Total Contracts 10 $150 | Net Current Credit Exposure
(NCCE) to Counterparty A

A bank’s net current credit exposure across all counterparties will therefore be the sum of the gross positive fair
values for counterparties lacking legally certain bilateral netting arrangements (this may be due to the use of
non-standardized documentation or jurisdiction considerations) and the bilaterally netted current credit
exposure for counterparties with legal certainty regarding the enforceability of netting agreements.

This “net” current credit exposure is the primary metric used by the OCC to evaluate credit risk in bank
derivatives activities. A more risk sensitive measure of credit exposure would also consider the value of
collateral held against counterparty exposures. While banks are not required to report collateral held against
their derivatives positions in their Call Reports, they do report collateral in their published financial statements.
Notably, large trading banks tend to have collateral coverage of 30-40% of their net current credit exposures
from derivatives contracts.

Net current credit exposure for U.S. commercial banks increased $30 billion, or 7 percent, in the third quarter to
$435 billion. Gross positive fair values (derivatives receivables) increased a relatively modest $19 billion in the
guarter. The increase in derivatives receivables would have been much larger, but receivables from interest
rate exposures fell about $191 billion, largely due to the acquisition of Bear Stearns by JPMorgan Chase. When
two large derivatives participants combine, their existing contracts and exposures no longer exist. Receivables
from credit exposures increased $175 billion, as credit spreads increased sharply during the quarter.



Receivables from foreign exchange, commodity, and equity contracts increased by a net of $35 billion. Legally
enforceable netting agreements allowed banks to reduce the gross credit exposure of $2.8 trillion by 84.3% to
$435 billion in net current credit exposure. Net current credit exposure is 73% higher than the $252 billion in
the third quarter of 2007.

$ in billions Q308 Q208 Change %
Gross Positive Fair Value (GPFV) 2,772 2,753 19 1%
Netting Benefits 2,337 2,347 (10) 0%
Netted Current Credit Exposure (NCCE) 435 406 30 7%
Potential Future Exposure (PFE) 884 833 51 6%
Total Credit Exposure (TCE) 1,319 1,239 81 7%
Netting Benefit % 84.3% 85.3%)| -1.0%

3 Year Interest Swap Rate 3.64% 3.89% -0.25%

Note: Numbers may not add due to rounding.

The second step in evaluating credit risk involves an estimation of how much the value of a given derivative
contract might change in the bank’s favor over the remaining life of the contract; this is referred to as the
“potential future exposure” (PFE). PFE increased 6% in the third quarter to $884 billion. The total credit
exposure (PFE plus the net current credit exposure) increased from $1.2 trillion in the second quarter of 2008 to
$1.3 trillion in the third quarter.

The fair value of derivatives contracts past due 30 days or more totaled $61 million, down $136 million from the
second quarter. Past due contracts were only 0.01% of net current credit exposure. During the third quarter of
2008, U.S. commercial banks charged-off $92 million in derivatives receivables, or 0.02% of the net current
credit exposure from derivative contracts. [See Graph 5c.] For comparison purposes, Commercial and Industrial
(C&l) loan net charge-offs rose to $3.0 billion from $2.9 billion and were 0.2% of total C&I loans for the
quarter.

The low incidence of charge-offs on derivatives exposures results from two main factors: 1) the credit quality of
the typical derivatives counterparty is higher than the credit quality of the typical C&I borrower; and 2) most of
the large credit exposures from derivatives, whether from other dealers, large non-dealer banks or hedge funds,
are collateralized on a daily basis.

Market Risk

Banks control market risk in trading operations primarily by establishing limits against potential losses. Value at
Risk (VaR) is a statistical measure that banks use to quantify the maximum loss that could occur, over a
specified horizon and at a certain confidence level, in normal markets. It is important to emphasize that VaR is
not the maximum potential loss; it provides a loss estimate at a specified confidence level. A VaR of $50 million
at 99% confidence measured over one trading day, for example, indicates that a trading loss of greater than
$50 million in the next day on that portfolio should occur only once in every 100 trading days under normal
market conditions. Since VaR does not measure the maximum potential loss, banks stress test their trading
portfolios to assess the potential for loss beyond their VaR measure.

$ in millions JPMorgan & Co. Citigroup Inc. Bank of America
Corp.
Average VaR Q3 '08 $220 $240 $95
Average VaR 2007 $107 $142 $53
09-30-08 Equity Capital $145,843 $126,062 $161,039
2007 Net Income $15,365 $3,617 $14,982
Avg VaR Q3 '08 / Equity 0.15% 0.19% 0.06%
Avg VaR Q3 '08 / 2007 Net Income 1.43% 6.64% 0.63%

Data Source: 10K & 10Q SEC Reports.




The large trading banks disclose their average VaR data in published financial reports. To provide perspective
on the market risk of trading activities, it is useful to compare the VaR numbers over time and to equity capital
and net income. As shown in the table above, market risks reported by the three largest trading banks, as
measured by VaR, are small as a percentage of their capital.

To test the effectiveness of their VaR measurement systems, trading institutions track the number of times that
daily losses exceed VaR estimates. Under the Market Risk Rule that establishes regulatory capital requirements
for U.S. commercial banks with significant trading activities, a bank’s capital requirement for market risk is
based on its VaR measured at a 99% confidence level and assuming a 10-day holding period. Banks back-test
their VaR measure by comparing the actual daily profit or loss to the VaR measure. The results of the back-test
determine the size of the multiplier applied to the VaR measure in the risk-based capital calculation. The
multiplier adds a safety factor to the capital requirements. An “exception” occurs when a dealer has a daily loss
in excess of its VaR measure. Some banks disclose the number of such “exceptions” in their published financial
reports. Because of the unusually high market volatility and large write-downs in CDOs in the recent quarters,
as well as poor market liquidity, a number of banks experienced back-test exceptions and therefore an increase
in their capital multiplier.

Concentrations in illiquid ABS CDOs, as well as non-normal market conditions, have caused several large dealer
institutions (both bank and non-bank) to incur significant trading losses in the past five quarters. Historically,
these ABS CDOs had not exhibited significant price variability given their “super senior” position in the capital
structure, so measured risk in VaR models was very low. However, rapidly increasing default and loss estimates
for subprime mortgages caused abrupt and significant reassessments of potential losses, in these super senior
ABS CDOs, that continue to play out. Because VaR models rely on historical price movements and assume
normal market conditions, this particular risk measurement tool may not have fully captured the effect of severe
market dislocations. As such, the OCC advocates the use of complementary risk measurement tools such as
stress testing and scenario analysis.

Credit Derivatives

Credit derivatives have grown rapidly over the past several years as dealers increasingly used them to structure
securities to help meet investor demand for higher yields. From 2003 to 2007, credit derivative contracts grew
at a 100% compounded annual growth rate. In the third quarter, reported credit derivatives notionals rose 4%,
or $680 billion, to $16.1 trillion despite the industry’s efforts to improve operating efficiencies having eliminated
many offsetting trades. Tables 11 and 12 provide detail on individual bank holdings of credit derivatives by
product and maturity, as well as the credit quality of the underlying hedged exposures. As shown in the first
chart below, credit default swaps represent the dominant product at 99% of all credit derivatives notionals [See
charts below, Tables 11 and 12, and Graph 10.]

2008 Q3 Credit Derivatives Composition by Product Type 2008 Q3 Credit Derivatives Composition by Grade and Maturity
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Data Source: Call Reports.

Note: Beginning 1Q07, credit exposures are broken out as a separate category.




Contracts referencing investment grade entities with maturities from 1-5 years represent the largest segment of
the market at 43% of all credit derivatives notionals. Contracts of all tenors that reference investment grade
entities are 70% of the market. (See chart on right above).

The notional amount for the 34 U.S. commercial banks that sold credit protection (i.e., assumed credit risk) was
$7.9 trillion, an increase of $0.3 trillion, from the $7.6 trillion of the second quarter. The notional amount for
the 38 banks that purchased credit protection (i.e., hedged credit risk) was $8.3 trillion, an increase of $0.4
trillion. [See Tables 1, 3, 11 and 12 and Graphs 2, 3 and 4.]

As is often the case with a new and rapidly growing market, operational issues became a supervisory concern in
the credit derivatives market in recent years. The OCC is working with other financial supervisors and major
market participants to address infrastructure issues in credit derivatives, including a central counterparty
clearinghouse strategy. This collaborative process is also addressing the processing of equity and other
derivatives products.

Notionals

Changes in notional volumes are generally reasonable reflections of business activity, and therefore can provide
insight into revenue and operational issues. However, the notional amount of derivatives contracts does not
provide a useful measure of either market or credit risks.

The notional amount of derivatives contracts held by U. S. commercial banks in the third quarter decreased by
$6.3 trillion, or 3%, to $175.8 trillion. As was the case with credit exposures, the acquisition of Bear Stearns by
JPMorgan Chase had a significant impact on the change in notional derivatives. Derivative notionals are 1%
higher than a year ago.
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Data Source: Call Reports. Note: Beginning 1Q07, credit exposures are broken out as a separate category.

Q3'08 Q2'08 $ Change % Change % of Total
$ in billions Derivatives
Interest Rate Contracts 137,190 144,923 (7,734) -5% 78%
Foreign Exchange Contracts 18,484 18,262 222 1% 11%
Equity Contracts 2,786 2,344 442 19% 2%
Commodity/Other 1,234 1,137 96 8% 1%
Credit Derivatives 16,148 15,469 680 4% 9%
Total 175,842 182,135 (6,294) -3% 100%

Note: Numbers may not add due to rounding.




Similar to previous quarters, bank derivatives contracts are dominated by swaps contracts, which represent

62% of total notionals.

Q3'08 Q2'08 $ Change % Change % of Total
$ in billions Derivatives
Futures & Forwards 24,483 23,582 901 4% 14%
Swaps 108,276 114,170 (5,894) -5% 62%
Options 26,934 28,914 (1,980) -7% 15%
Credit Derivatives 16,148 15,469 680 4% 9%
Total 175,842 182,135 (6,294) -3% 100%

Note: Numbers may not add due to rounding.

Commercial bank derivatives activity is heavily concentrated in the three largest dealers, which hold 92% of all
contracts. The five largest dealers hold 97% of all contracts and the largest 25 banks with derivatives activity
account for nearly 100% of all contracts. [See Tables 3, 5 and Graph 4.]

A total of 977 insured U.S. commercial banks reported derivatives activities at the end of the third quarter, an
increase of 2 banks from the prior quarter.




GLOSSARY OF TERMS

Bilateral Netting: A legally enforceable arrangement between a bank and a counterparty that creates a single
legal obligation covering all included individual contracts. This means that a bank’s receivable or payable, in the
event of the default or insolvency of one of the parties, would be the net sum of all positive and negative fair
values of contracts included in the bilateral netting arrangement.

Credit Derivative: A financial contract that allows a party to take, or reduce, credit exposure (generally on a
bond, loan or index). Our derivatives survey includes over-the-counter (OTC) credit derivatives, such as credit
default swaps, total return swaps, and credit spread options.

Derivative: A financial contract whose value is derived from the performance of underlying market factors,
such as interest rates, currency exchange rates, commodity, credit, and equity prices. Derivative transactions
include a wide assortment of financial contracts including structured debt obligations and deposits, swaps,
futures, options, caps, floors, collars, forwards and various combinations thereof.

Gross Negative Fair Value: The sum total of the fair values of contracts where the bank owes money to its
counterparties, without taking into account netting. This represents the maximum losses the bank’s
counterparties would incur if the bank defaults and there is no netting of contracts, and no bank collateral was
held by the counterparties. Gross negative fair values associated with credit derivatives are included.

Gross Positive Fair Value: The sum total of the fair values of contracts where the bank is owed money by its
counterparties, without taking into account netting. This represents the maximum losses a bank could incur if
all its counterparties default and there is no netting of contracts, and the bank holds no counterparty collateral.
Gross positive fair values associated with credit derivatives are included.

Net Current Credit Exposure (NCCE): For a portfolio of derivative contracts, NCCE is the gross positive fair
value of contracts less the dollar amount of netting benefits. On any individual contract, current credit exposure
(CCE) is the fair value of the contract if positive, and zero when the fair value is negative or zero. NCCE is also
the net amount owed to banks if all contracts were immediately liquidated.

Notional Amount: The nominal or face amount that is used to calculate payments made on swaps and other
risk management products. This amount generally does not change hands and is thus referred to as notional.

Over-the-Counter Derivative Contracts: Privately negotiated derivative contracts that are transacted off
organized exchanges.

Potential Future Exposure (PFE): An estimate of what the current credit exposure (CCE) could be over time,
based upon a supervisory formula in the agencies’ risk-based capital rules. PFE is generally determined by
multiplying the notional amount of the contract by a credit conversion factor that is based upon the underlying
market factor (e.g., interest rates, commaodity prices, equity prices, etc.) and the contract’s remaining maturity.
However, the risk-based capital rules permit banks to adjust the formulaic PFE measure by the “net to gross
ratio,” which proxies the risk-reduction benefits attributable to a valid bilateral netting contract. PFE data in this
report uses the amounts upon which banks hold risk-based capital.

Total Credit Exposure (TCE): The sum total of net current credit exposure (NCCE) and potential future
exposure (PFE).

Total Risk-Based Capital: The sum of tier 1 plus tier 2 capital. Tier 1 capital consists of common
shareholders’ equity, perpetual preferred shareholders’ equity with noncumulative dividends, retained earnings,
and minority interests in the equity accounts of consolidated subsidiaries. Tier 2 capital consists of
subordinated debt, intermediate-term preferred stock, cumulative and long-term preferred stock, and a portion
of a bank’s allowance for loan and lease losses.



Derivatives Notionals by Type of User
Insured Commercial Banks
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Note: As of 1Q95, shown by the dotted line, there were changes in reporting such as: breakouts of notional by type of user and eliminating spot fx.
Numbers may not add due to rounding. Data Source: Call Reports.

The graph does not include credit derivatives. In Q3, credit derivatives were $16.1 trillion, making total derivatives to $175.8 trillion.
derivatives were $15.5 trillion, making total derivatives $182.1 trillion.
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Derivative Contracts by Product
All Commercial Banks
Year-ends 1994 - 2007, Quarterly - 2008

Graph 2
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TOTAL

Derivative Contracts by Product ($ Billions)*

$ in Billions 9404 9504 9604 9704 9804 9904 0004 0104 0204 0304 0404 0504 0604 0704

0801 0802  08Q3

Futures & Fwrds 8,109 7,399 8,041 9,550 10,918 9,390 9,877 9,313 11,374 11,393 11,373 12,049 14877 18,967
Swaps 4,823 5945 7,601 9,705 14,345 17,779 21,949 25,645 32,613 44,083 56,411 64,738 81,328 103,090
Options 2,841 3516 4393 5754 7592 7361 8292 10,032 11,452 14,605 17,750 18,869 26,275 27,728

Credit Derivatives 55 144 287 426 395 635 1,001 2347 5822 9,019 15861

22,361 23582 24,483

112,553 114,170 108,276

28,989 28,914 26,934

16,441 15469 16,148

TOTAL 15,774 16,861 20,035 25,064 32,999 34,817 40,543 45,386 56,074 71,082 87,880 101,478 131,499 165,645

180,344 182,135 175,842

*In billions of dollars, notional amount of total: futures, exchange traded options, over the counter options, forwards, and swaps. Note

that data after 1994 do not include spot fx in the total notional amount of derivatives.

Credit derivatives were reported for the first time in the first quarter of 1997. As of 1997, credit derivatives have been included in the

sum of total derivatives in this chart.
Note: Numbers may not add due to rounding.

Data Source: Call Reports



Derivative Contracts by Type

All Commercial Banks
Year-ends 1994 - 2007, Quarterly — 2008

Graph 3
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$ in Billions 94Q4 95Q4 96Q4 97Q4 98Q4 99Q4 00Q4 01Q4 0204 03Q4  04Q4 0504 06Q4 07Q4 08Q1 08Q2 08Q3
Interest Rate 9,926 11,095 13,427 17,085 24,785 27,772 32,938 38,305 48347 61,856 75518 84,520 107,415 129574 | 141,865 144,923 137,190
Foreign Exch 5605 5387 6241 7,430 7,38 5915 6,099 5736 6076 7,182 8607 9,282 11,900 16,614 | 18,497 18,262 18,484
Equities 237 197 331 501 672 858 770 783 829 1120 1,255 2,271 2,522 2,411 2,344 2,786
Commodities 141 170 163 183 171 222 179 233 214 289 598 893 1,073 1,130 1,137 1,234
Credit Derivatives 55 144 287 426 395 635 1001 2347 582 9019 15861 | 16441 15469 16,148
TOTAL 15,774 16,861 20,035 25064 32,999 34,816 40,543 45,385 56,075 71,082 87,880 101,477 131,499 165,645 | 180,344 182,135 175,842

*In billions of dollars, notional amount of total: futures, exchange traded options, over the counter options, forwards, and swaps. Note
that data after 1994 do not include spot fx in the total notional amount of derivatives.

As of Q206 equities and commodities types are shown as separate categories. They were previously shown as “Other Derivs”.

Credit derivatives were reported for the first time in the first quarter of 1997. Since then, credit derivatives have been included in the sum
of total derivatives in this chart.

Note: Numbers may not add due to rounding.

Data Source: Call Reports



Five Banks Dominate in Derivatives

All Commercial Banks, Third Quarter 2008

Graph 4
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Credit derivatives were reported for the first time in the first quarter of 1997.

Data Source: Call Reports



Percentage of Total Credit Exposure to ">
Risk Based Capital
Top 5 Commercial Banks by Derivatives Holdings
Year-ends 2001 - 2007, Quarterly - 2008
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Total Credit Exposure to Risk Based Capital (%)

01Q4 0204 03Q4 0404 0504 06Q4 07Q4] 08Q1 08Q2 08Q3
JPMORGAN CHASE 438.8 427.4 547.8 361.1 315.4 347.5 418.7) 411.6 430.2 400.2
BANK OF AMERICA 94.7 114.2 118.6 143.4 97.1 929 115.2) 2154 1943 177.6
CITIBANK 123.3 146.9 198.0 221.3 266.7 268.1 223.0] 279.1 257.8 259.5
WACHOVIA 83.9 1025 80.6 776 73.1 828 8l4] 776 527 852
HSBC 222.7 290.7 359.1 483.3] 721.3 594.6 664.2
Avg % (Top 5 Banks) 185.2 197.8 236.3 205.2 208.6 230.1 264.3] 341.0 305.9 317.4

**Merger Treatment:
JPM and BANK ONE merger. First Call Report-04Q1. Prior data JPM in the graph.
WB and First Union merger. First Call Report-02Q2. Prior quarters represent First Union data in the graph.

Data Source: Call Reports



Graph 5B

Netting Benefit: Amount of Gross Exposure
Eliminated Through Bilateral Netting

All Commercial Banks with Derivatives
1996 Q1 - 2008 Q3

100

% Netting Benefit

96Q4 97Q4 98Q4 99Q4 00Q4 01Q4 02Q4 03Q4 04Q4 05Q4 06Q4 07Q4

Netting Benefit (%)*

96Q1 96Q2 96Q3 96Q4 97Q1 97Q2 97Q3 97Q4 98Q1 98Q2 98Q3 98Q4 99Q1 99Q2 99Q3 99Q4
445 420 445 49.0 51.1 49.6 49.1 487 50.6 54.6 58.9 61.7 615 629 62.7 60.9

00Q1 00Q2 00Q3 00Q4 01Q1 01Q2 01Q3 01Q4 02Q1 02Q2 02Q3 02Q4 03Q1 03Q2 03Q3 03Q4
66.8 66.8 654 69.3 704 715 755 738 757 76.2 799 815 81.7 833 838 817

04Q1 04Q2 04Q3 04Q4 05Q1 05Q2 05Q3 05Q4 06Q1 06Q2 06Q3 06Q4 07Q1 07Q2 07Q3 07Q4
84.2 83.1 843 83.7 839 86.9 847 849 849 854 855 847 852 86.4 839 84.8

08Q1 08Q2 08Q3
85.6 85.3 84.3

*Note: The netting benefit is defined as: $ amount of netting benefits/gross positive fair value.

Data Source: Call Reports



Graph 5C

Quarterly (Charge-Offs)/Recoveries From Derivatives
Commercial Banks with Derivatives
1997 Q1 - 2008 Q3

% Netted Current
Credit Exposure
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Quarterly (Charge-Offs)/Recoveries From Derivatives ($ Millions)

97Q1 9702 9703 97Q4 98Q1 98Q2 98Q3 98Q4 9901 99Q2 99Q3 99Q4 00Q1  00Q2  00Q3 00Q4
1.9 (45) (57.2) (60.6) (121.3) (72.9) (466.4) (121.2) (58.9) 33.1 (72.1) (141.0) 00 1.0 1.0 3.0

01Q1 01Q2 01Q3 01Q4 02Q1 02Q2 0203 0204 03Q1 03Q2 03Q3 03Q4 04Q1 04Q2  04Q3 04Q4
(2.0) 1.0 (107.3) (370.0) (75.8) (28.2) (59.0) (73.7) (25.3) (29.9) (32.3) (83.7) (46.7) (34.9) (92.2) (5.4)

05Q1 05Q2 05Q3 05Q4 06Q1 06Q2 06Q3 06Q4 07Q1 07Q2 07Q3 07Q4 08QL 08Q2 08Q3

(13) (142) (23.0) (83) (36) 7.0 160 58 29 (9.2) (1194) (30.7) (14.8) (120.0) (91.9)

* Note: The figures are for each quarter alone, not year-to-date.

Data Source: Call Reports



Graph 6A

Quarterly Trading Revenues

Cash & Derivative Positions
All Commercial Banks
2003 Q1 — 2008 Q3
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0301 03Q2 03Q3 03Q4 04Ql 04Q2 04Q3 04Q4 05Q1 05Q2 05Q3 05Q4 06QL 06Q2 06Q3 06Q4 07QL 07Q2 07Q3 07Q4 08QL 08Q2 08Q3

Cash & Derivative Revenue ($ Millions)*

0301 0302 0303 03Q4 04QL 04Q2 0403 04Q4 0501 05Q2 05Q3 05Q4 06QL 06Q2 0603 0604 0701 0702 0703 074 0801

08Q2  08Q3

Interest Rate 1147 1504 1238 669 1514 124 (414) (472) 1643 362 1,649 813 1247 1668 552 1151 2413 2950 2,896  (357) 1,853
Foreign Exchange 1,358 1488 1410 1,158 1371 1570 1,162 1982 1699 1301 1454 1765 2310 2675 135 1613 1831 1265 2005 1,873] 2,083

Equity 485 300 299 257 849 497 485 574 888 131 1244 845 1803 103 10829 1216 1735 1,024 21 205] (15)
(292) 313 274 789 (111) 115 25 7 88] 261

Comdty & Other 55 (117) 78 40 89 405 24 114 212 166 507
878 883 (2655) (11,780)] (3.461)

Credit

149 984
209 3,000
183 (954)
601 342
(2,715) 2544

Total Trading Revenue* 3,045 3175 3025 2124 3823 2596 1257 2198 4441 1960 4854 3130 5673 4720 4525 3869 7032 6146 2281 (9,970) 721

1,614 6,005

* Note: The trading revenue figures above are for cash and derivative activities. Revenue figures are for each quarter alone,
not year-to-date.

Note: Numbers may not add due to rounding.

Data Source: Call Reports



Graph 6B

Quarterly Trading Revenue as a Percentage of Gross Revenue
Cash & Derivative Positions
Top 5 Commercial Banks by Derivatives Holdings, Q3, 2000 — 2008
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Trading Revenue as a Percentage of Gross Revenue (top banks, ratios in %)*

00Q3 01Q3 02Q3 03Q3 04Q3 05Q3 06Q3 07Q3] 08Q3
JPMorgan Chase (JPM) 7.0 11.9 6.0 12.4 3.5 14.8 104 3.4 12.1
Bank America (BAC) 1.3 2.9 2.6 3.9 3.1 2.8 3.4 -3.3 6.4
Citibank (C) 7.6 9.8 8.1 9.4 1.4 6.4 5.5 7.9 15.1
Wachovia (WB) 1.1 1.1 -0.4 0.9 -0.8 1.9 0.5 -0.9 -0.8
HSBC Bank USA 1.7 4.6 1.7 0.6 3.3 54 1.9 0.8 -2.8
Total 26 (Top 5 Banks) 4.8 6.8 2.0 7.1 54 2.3 8.9
Total 26 (All Banks) 2.4 3.3 2.3 2.9 1.1 3.5 2.7 1.3 3.6

* Note that the trading revenue figures above are for cash and derivative activities. Revenue figures are quarterly, not year-to-date,
numbers.

Historical data for total top 5 banks previous to fourth quarter 2001 not calculated due to merger activity.

Merger Treatment see Graph 5A.

Data Source: Call Reports



Graph 7

Notional Amounts of Interest Rate and Foreign
Exchange Contracts by Maturity

All Commercial Banks

Year-ends 1995 - 2007, Quarterly - 2008
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Notional Amounts:

Interest Rate and Foreign Exchange Contracts by Maturity ($ Billions)*

0504 96Q4 97Q4 98Q4 9904 00Q4 01Q4 0204 03Q4 0404 05Q4 06Q4 07Q4] 08Q1 08Q2 08Q3
IRi<lyr 3042 4339 4974 6923 8072 9702 10357 12,072 13573 15914 18482 29546 39,083[ 42,620 44,098 40,397
IR:1-5yr 3215 3223 5230 7504 8,730 9,019 11,809 14,327 20400 25890 27,677 31,378 37,215 39,745 39512 37,751
IR:>5yrs 775 1214 2029 3376 4485 5843 7523 0733 13114 16,489 10824 23270 27,720| 30,103 29,702 28,783
FX:<1lyr 4206 4,826 5639 5666 4395 4,350 3785 4040 4470 5348 5681 7,690 11,592| 12,525 12,345 12,664
FX:1-5yr 324 402 516 473 503 592 661 829 1114 1286 1354 1416 1,605 1925 1930 1,788
FX:>5yrs 87 113 151 193 241 345 492 431 577 760 687 593 60| 715 734 677

*Note: Figures above exclude foreign exchange contracts with an original maturity of 14 days or less, futures contracts, written options,
basis swaps, and any other contracts not subject to risk-based capital requirements.

Data Source: Call Reports



Graph 8

Notional Amounts of Gold and Precious Metals

Contracts by Maturity

All Commercial Banks
Year-ends 1995 - 2007, Quarterly - 2008
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Gold: < 1yr Gold: £5yr Gold:>5yrs Prec Met: < 1yr Prec Met: 15yr Prec Met:>5yrs
95Q4 96Q4 97Q4 98Q4 99Q4 00Q4 01Q4 0204 03Q4 04Q4 0504 06Q4 0704 08Q1 08Q2 08Q3
Gold: < 1yr 36 39 43 36 47 39 31 36 40 35 42 40 72 86 81 95
Gold: 1-5yr 16 17 15 23 28 34 26 28 32 31 27 36 37 43 30 30
Gold: > 5yrs 2 2 4 9 13 15 7 8 5 2 1 1 3 3 3 2
Prec Met: < 1yr 5 3 6 5 4 2 3 4 4 9 10 11 19 18 15
Prec Met: 1-5 yr 1 0 1 1 1 0 0 0 1 1 3
Prec Met: > 5yrs 0 0 0 0 0 0 0 0 0 0 0 0 0

*Note: Figures above exclude foreign exchange contracts with an original maturity of 14 days or less, futures contracts, written
options, basis swaps, and any other contracts not subject to risk-based capital requirements.

Data Source: Notionals as reported in Schedule RC-R of Call Reports.



Graph 9

Notional Amounts of Commodity and Equity Contracts

by Maturity

All Commercial Banks
Year-ends 1995 - 2007, Quarterly - 2008
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Notional Amounts: Commodity and Equity Contracts by Maturity ($ Billions)*

9504 9604 9704 9804 9904 0004 01Q4 02Q4 03Q4 04Q4 05Q4 06Q4 0704

08Q1 08Q2 08Q3

Oth Comm: < 1yr 22 40 29 30 24 36 28 55 41 68 165 185 205
Oth Comm: 1-5yr 9 11 12 18 37 27 23 35 102 206 714 235 298
Oth Comm: > 5 yrs 0 1 2 4 8 11 2 9 14 40 175 20 23
Equity: <1yr 62 54 84 122 143 162 124 127 197 273 321 341 473
Equity: 1-5yr 23 27 47 90 134 180 195 249 674 736 1,428 221 297
Equity: > 5 yrs 11 6 13 26 25 38 23 25 84 140 383 45 70

265 215 184
233 235 255
31 26 87
510 504 509
288 208 333
40 76 82

*Note: Figures above exclude foreign exchange contracts with an original maturity of 14 days or less, futures contracts