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1 Morgan Stanley

Morgan Stanley is a global financial services fitlmat, through its subsidiaries and affiliates, jdeg a wide variety of
products and services to a large and diversifiemugrof clients and customers, including corporatjogovernments,
financial institutions and individuals. Unless ttentext otherwise requires, the terms “Morgan ®ghbr the “Company”
mean Morgan Stanley (the “Parent”) together wishcibnsolidated subsidiaries. Morgan Stanley wagraily incorporated
under the laws of the State of Delaware in 1981 i predecessor companies date back to 1924.Cbmepany is a
financial holding company under the Bank Holdingn@any Act of 1956, as amended (the “BHC Act”), amdubject to
the regulation and oversight of the Board of Gowesnof the Federal Reserve System (the “Federakrey. The
Company conducts its business from its headquaiernd around New York City, its regional officasd branches
throughout the United States of America (“U.S.”ddts principal offices in London, Tokyo, Hong Koagd other world
financial centers. The basis of consolidation docounting and regulatory purposes is materially game. The Federal
Reserve establishes capital requirements for thenpaay, including well-capitalized standards, andileates the
Company’s compliance with such capital requiremefiise Office of the Comptroller of the Currency tHOCC”)
establishes similar capital requirements and staisdmr the Company’s U.S. bank operating subsiEiaMorgan Stanley
Bank, N.A. and Morgan Stanley Private Bank, Natiokssociation (collectively, “U.S. Bank Subsidiasi® At December
31, 2015, the Company'’s insurance subsidiariedsigapital included in the total capital of thensolidated group was $28
million. At December 31, 2015, none of the Compangubsidiaries had capital less than the minimuquired capital
amount. For descriptions of the Company’s business, “Business” in Part |, Item 1 of the Compam@sual Report on
Form 10-K for the year ended December 31, 20151(520orm 10-K”).

2 Capital Framework

In December 2010, the Basel Committee on Bankirge8ision (“Basel Committee”) established a new-tased capital,
leverage ratio and liquidity framework, known asa¥®l 111.” In July 2013, the U.S. banking regulatissued a final rule to
implement many aspects of Basel Il (“U.S. Basél).llAlthough the Company and its U.S. Bank Sulesidis became
subject to U.S. Basel Il beginning on January@14, certain requirements of U.S. Basel Il will jpeased in over several
years. On February 21, 2014, the Federal ReseddhenOCC approved the Company’s and its U.S. Baulbsidiaries’
respective use of the U.S. Basel Il advanced iatieratings-based approach for determining crésktcapital requirements
and advanced measurement approaches for determbmiagational risk capital requirements to calculatel publicly
disclose their risk-based capital ratios beginnivith the second quarter of 2014, subject to thepiteh floor” discussed
below (the “Advanced Approach”). As a U.S. BasélAtlvanced Approach banking organization, the Comypia required
to compute risk-based capital ratios using boths{gndardized approaches for calculating credk vigighted assets
(“RWAs”") and market risk RWAs (the “Standardized pkpach”); and (ii) an advanced internal ratingselohapproach for
calculating credit risk RWAs, an advanced measurgrapproach for calculating operational risk RWasd an advanced
approach for market risk RWAs calculated under BHseFor a further discussion of the regulatorgpital framework
applicable to the Company, see “Management’s D&ounsand Analysis of Financial Condition and Reswolt Operations
(“MD&A")—Liquidity and Capital Resources—RegulatoRequirements” in Part Il, Iltem 7 of the 2015 FdréaK.

U.S. Basel lll requires banking organizations ttaltulate risk-based capital ratios using the AdeanApproach, including
the Company, to make qualitative and quantitatigeldsures regarding their capital and RWAs on arguly basis (“Pillar
3 Disclosures”). This report contains the Compamiltar 3 Disclosures for its credit, market ancetional risks for the
quarter ended December 31, 2015, in accordancethéth).S. Basel Ill, 12 C.F.R. § 217.171 througii.2¥3 and 217.212.

The Company’s Pillar 3 Disclosures are not requitede, and have not been, audited by the Compangapendent
registered public accounting firm. The Company®alPB Disclosures were based on its current undeding of U.S. Basel
[Il and other factors, which may be subject to geas the Company receives additional clarificatiod implementation
guidance from regulators relating to U.S. Basel 8ihd as the interpretation of the final rule eeshover time. Some
measures of exposures contained in this report maadye consistent with accounting principles gelhe@ccepted in the
U.S. ("U.S. GAAP"), and may not be comparable withasures reported in the 2015 Form 10-K.
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3 Capital Structure

The Company has issued a variety of capital instntsito meet its regulatory capital requirementstanrmaintain a strong
capital base. These capital instruments include neom stock that qualifies as Common Equity Tier pited, non-

cumulative perpetual preferred stock that qualifiesAdditional Tier 1 capital and subordinated deht qualifies as Tier 2
capital, each under U.S. Basel lll. For a discussibthe Company’s capital instruments, see Noté&dtrowings and Other
Secured Financings) and Note 15 (Total Equity) e tonsolidated financial statements in Part Bmit8 as well as
“MD&A—Liquidity and Capital Resources—Regulatory @erements—Implementation of U.S. Basel |ll—Regoitgat

Capital Ratios” in Part I, Item 7 of the 2015 FohorK

4 Capital Adequacy

Capital strength is fundamental to the Company®&ration as a credible and viable market participdotassess the amount
of capital necessary to support the Company’s atiaad prospective risk profile, which ultimatehfarms the Company’s
capital distribution capacity, the Company deteesiiits overall capital requirement under normal amdssed operating
environments, both on a current and forward-lookivagis. For a further discussion on the Compangtpiired capital
framework, see “MD&A—Liquidity and Capital Resousse-Regulatory Requirements—Required Capital” in Raitem 7
of the 2015 Form 10-K.

In determining its overall capital requirement, empany classifies its exposures as either “bankiook” or “trading
book.” Banking book positions, which may be accednfor at amortized cost, lower of cost or markait, value or under
the equity method, are subject to credit risk @piquirements which are discussed in Section fr®di€ Risk” included
herein. Trading book positions represent positittes Company holds as part of its market-making anderwriting
businesses. These positions, which reflect assdtahilities that are accounted for at fair valagd certain banking book
positions which are subject to both credit risk amarket risk charges, (collectively, “covered piosis”) as well as certain
non-covered positions included Value-at-Risk (“V@Rare subject to market risk capital requirementdich are
discussed in Section 9 “Market Risk” included ler&ome trading book positions, such as derivafiage also subject to
counterparty credit risk capital requirements. @redid market risks related to securitization expes are discussed in
Section 7 “Securitization Exposures” included herei

Regulatory requirements, including capital requieats and certain covenants contained in variouseagents governing indebtedness of the Company esaryat
the Company’s ability to access capital from itbssdiaries. For discussions of restrictions anceothajor impediments to transfer of funds or cépgee “Risk
Factors—Liquidity and Funding Risk” in Part I, Iteb#\, “Quantitative and Qualitative Disclosures abblarket Risk—Risk Management—Liquidity and Funding
Risk” in Part I, Iltem 7A and Note 14 (Regulatorgdriirements) to the consolidated financial statesnanPart Il, Item 8 of the 2015 Form 10-K. Forther
information on the Company’s capital structure ée@dance with U.S. Basel Ill, see “MD&A—Liquidignd Capital Resources—Regulatory Requirementsam P
I, Item 7 of the 2015 Form 10-K.
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The following table presents components of the Camgis RWAs in accordance with the Advanced Approattbject to
transitional provisions:

At
Risk-weighted assets by U.S. Basel 111 exposure category December 31, 2015(1)

(dallarsin millions)

Credit risk RWAsS:

WhOIESAIE EXPOSUIES. ...ttt ettt et ettt et ettt et et e e e e e ea e e e e e enen e e e an e ee e ens $ 97,329
Retail exposures:
TS Lo L= a1 (= o g o] (o T= Vo 1= PP 944
QUAITYING FEVOIVING. ... et et ettt e et e et e e e e e e e neaens 15
L@ 1T o 1= - | PP 3,503
Securitization exposures:
Subject to Supervisory Formula Approach.........covviiiiiii 3,325
Subject to Simplified Supervisory Formula APPHOAC.......ovvviiiii i 7,850
Subject t0 1,250% risk WEIGNL . .. ...e et et e e aeas 142
Cleared tranSACHIONS ... . ettt ettt e e et e e era e et et e e e e e e e e e e ann 1,715
Equity exposures:
Subject to the Simple Risk-Weighted Approach............cooiiiiiiii e 15,519
Subject to the Alternative Modified Look-Througpproach........c.cccvevviiiiiiiiiiiiiiiiice e, 2,960
(@)1 1o = TSIST =Y ] (72 PP 22,225
Credit valuation adjUStMENL. ... ... e e e s e e e e s e e e e a e eeenn 18,059
Total Credit FiSK RWAS(3) «ueuiieieieie ittt e e e e e e e e r e r e r e e e e e enenen $ 173,586
Market risk RWAS:
REGUIALOIY VAR ... it itii ittt et e e e e e s et e e e s e r e e e e e r e e ar e $ 7,683
Regulatory StreSSed VAR. ...ttt as 20,765
INcremental fiSK CRarge . ... e ettt e e e e e a e e aas 3,847
CoMPreNENSIVE MSK MEASULE. ... viuiie ettt re et et e e e et e s e e e e e eneeananenns 8,403
Specific risk:
N ol Tod W 1122V o] g TP 16,357
STt B 1 4= LT L= P 14,421
Total Market TSk RWAS(4) couuiiiiiiiiiieiit s er ettt s e i ar e e e e e e e e e e en s $ 71,476
Total operational ISk RVWAS .. ...ttt et e et e e e e e e e e e a e e e e e e enenas 139,100
B0 =1 4T N TP $ 384,162

(1) For information on the Company’s credit risk RWasarket risk RWAs and operational risk RWAs rollMa@rd from December 31, 2014 to December 31,
2015, see “MD&A—Liquidity and Capital Resources—REdgory Requirements—Implementation of U.S. Ba$ie-Regulatory Capital Ratios” in Part I,
Item 7 of the 2015 Form 10-K.

(2) Amount reflects assets not in a defined catego®18f988 million, non-material portfolios of expossi of $1,012 million and unsettled transaction$1225
million.

(3) Inaccordance with U.S. Basel Ill, credit risk RWMih the exception of Credit Valuation Adjustméf@VA”), reflect a 1.06 multiplier.

(4) For more information on the Company’s measure farket risk and market risk RWAs, see Section 9 ‘RdaRisk” herein.
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The following table presents the risk-based capétibs for the Company and its U.S. Bank Subsiekaat December 31,
2015. Each ratio represents the lower of risk-basggital ratios (on a transitional basis) calculatsing a U.S. Basel IlI
transitional numerator and RWAs computed under $Stendardized Approach or under the Advanced Apjroadd
December 31, 2015, the Company’s risk-based cagtals were lower under the Advanced Approachsitemmal rules;
however, the risk-based capital ratios for the Camys U.S. Bank Subsidiaries were lower under then&ardized
Approach transitional rules.

At December 31, 2015

Common Equity Tier 1 Total
Risk-based capital ratios Tier 1 capital ratio capital ratio capital ratio
MOrgan StanleY......cceveieiiiiiii i e 15.5% 17.4% 20.7%
Morgan Stanley Bank, N.A.(1)..coeoeiiiiiiiiiiiiieiee e 15.1% 15.1% 17.1%
Morgan Stanley Private Bank, National Associatign(l.......... 26.5% 26.5% 26.7%

(1) At December 31, 2015, risk-based capital ratiosutated using a U.S. Basel lll transitional numeraind RWAs computed under the Advanced Approach
were as follows: Morgan Stanley Bank, N.A.: Comnteguity Tier 1 capital ratio: 23.9%; Tier 1 capitaltio: 23.9% and Total capital ratio: 26.8%; and
Morgan Stanley Private Bank, National Associati@ommon Equity Tier 1 capital ratio: 44.8%; Tierdpital ratio: 44.8% and Total capital ratio: 44.8%.

Risk Management Obijectives, Structure and Policies

For a discussion of the Company’s risk manageméptctives, structure and policies, including itskrimanagement
strategies and processes, the structure and oagiamzof its risk management function, the scopd aature of its risk
reporting and measurement systems, and its policiededging and mitigating risk and strategies gmdcesses for
monitoring the continuing effectiveness of hedged mitigants, see “Quantitative and Qualitativedisures about Market
Risk—Risk Management” in Part Il, Item 7A of thelX0Form 10-K.

5 Credit Risk
5.1 Credit Risk: General Disclosures

Credit risk refers to the risk of loss arising wheborrower, counterparty or issuer does not niedinancial obligations to
the Company. Credit risk includes Country risk, ethiis the risk that events in, or affecting a fgreicountry might
adversely affect the Company. “Foreign country’ame any country other than the U’S.he Company primarily incurs
credit risk exposure to institutions and individualestors through its Institutional Securities antkalth Management
business segments. In order to help protect thep@aypnfrom losses, the Credit Risk Management Dapanrt establishes
Company-wide practices to evaluate, monitor androbuoredit risk exposure at the transaction, ainlignd portfolio levels.
The Credit Risk Management Department approvessidns of credit, evaluates the creditworthinesshef Company’s
counterparties and borrowers on a regular bastseasures that credit exposure is actively monit@ed managed. For a
further discussion of the Company’s credit risk amedit risk management framework, see “Quantitaind Qualitative
Disclosures about Market Risk—Risk Management—QGr&isk” in Part I, Item 7A of the 2015 Form 10-Kor a
discussion of the Company’s risk governance strectsee “Quantitative and Qualitative Disclosuresua Market Risk—
Risk Management—Overview—Risk Governance Structurd?art Il, Item 7A of the 2015 Form 10-K.

The following tables present certain of the Compaioyn- and off-balance sheet positions for whiok @ompany is subject
to credit risk exposure. These amounts do not dechine effects of certain credit risk mitigatioctaiques €.9., collateral
and netting not permitted under U.S. GAAP), eqirityestments or liability positions that also woblel subject to credit risk
capital calculations, and amounts related to itdrasare deducted from regulatory capital.

2U.S. includes the District of Columbia, Puertodiand U.S. territories and possessions.

4
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The following tables are presented on a U.S. GAABidand reflect amounts by product type, regi@sé¢d on the legal
domicile of the counterparty), remaining contrattaaturity and counterparty or industry type.

Credit Risk Exposures by Product Type and Geographic Region

At December 31, 2015

Europe,
Middle East Quarterly
Product Type Americas and Africa  Asia-Pacific Netting Total Average(1)
(dollarsin millions)
Cash(2) i $ 50,501% 19,289% 13,488% -$ 83,278% 86,293
Derivative and other contracts(3)........... 155,090 291,048 25,440 (442,965) 28,613 31,207
Available for sale debt and held to maturity
SECUNMIES e v eeee e e e e 71,707 241 28 - 71,976 68,327
Securities financing transactions(3)(4.).... 187,054 56,520 39,585 (53,086) 230,073 250,954
(o= 10 Y () PP 110,516 8,654 2,424 - 121,594 118,538
Other(B)....vueeirieieiiniieieieie e eereeeaeaeen 15,455 9,263 10,973 - 35,691 37,645
Total on-balance sheet..................... $ 590,323 385,015 91,938% (496,051)$ 571,225 592,964
CommitMmeNntS(7).....ovvevereieieieeeieeeenns $ 79,364% 35,609% 19,928% -$ 134,901$ 160,835
Guarantees(8).....uevereiriiiiiiiiniiiinnananes 11,918 388 - - 12,306 12,535
Total off-balance sheet...................... $ 91,282%  35997%  19,928% -$ 147,207¢ 173,370

Remaining Contractual Maturity Breakdown by Product Type
At December 31, 2015

Yearsto Maturity

Product Type trl;z:ﬁs 1 1-5 Over 5 Netting Total
(dollarsin millions)
CaASN(2) e $ 83,278% -$ -$ -$ 83,278
Derivative and other contracts(3)......cvovvevevevnnnnnennn 86,830 122,500 262,248 (442,965) 28,613
Available for sale debt and held to maturity seiiesi.... 6,731 34,327 30,918 - 71,976
Securities financing transactions(3)(4).......c.cvevueuenens 281,973 1,186 - (53,086) 230,073
(o= g Y () P PP 58,770 33,442 29,382 - 121,594
(0311 ¢ () PP PRTRRR 20,883 6,643 8,165 - 35,691
Total on-balance sheet.......c.cccooviiiiiiiiiiiineens, $ 538,465% 198,098% 330,713% (496,051)$ 571,225
CoOMMItMENES(7). v e uevieerieii e e $ 53,496% 74,039% 7,366% -$ 134,901
GUArANTEES(8). e eeinineee e ee e 3,901 2,535 5,870 - 12,306
Total off-balance sheetl..........cooveviiiiiiiiiiininiienn, $ 57,397 76,574%  13,236% -$ 147,207
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Distribution of Exposures by Product Type and Counterparty or Industry Type
At December 31, 2015

Wholesale
Corporate
Product Type Bank(9) Sovereign  and Other (10) Retail Netting Total
(dallarsin millions)

Cash(2)..iiiiiiiiiic $ 28,4295  40,512% 14,337% -$ -$ 83,278
Derivative and other contracts(3)........... 228,200 9,900 233,478 - (442,965) 28,613
Available for sale debt and held to maturity

SECUIMIES vt eie v e eere e renes - 62,981 8,995 - - 71,976
Securities financing transactions(3)(4).... 25,695 24,953 232,511 - (53,086) 230,073
LOANS(5).tureieieneeiieeiieeeeniaeaneneene, 263 - 57,004 64,327 - 121,594
Other(B)....vueeirieiiiineieieieie e - 5,454 30,237 - - 35,691

Total on-balance sheet.............ccevvee $ 2825876 143,800% 576,562%  64,327$% (496,051)$ 571,225
(070 101001110 01=] 0 1] QT $ 11,90¢ $ -$ 117,82t % 5,16+ % -$ 134,90:
Guarantees(8).....oeverririiiiiiiieiiiinnananes 3 - 12,303 - - 12,306

Total off-balance sheet...................... $ 11,912% -$ 130,131% 5,164% -$ 147,207

(1) Average balances are calculated based on nemtibalances or, where month-end balances areilatdeaquarter-end balances.

(2) Amounts include Cash and due from banks, Istdyearing deposits with banks, and Cash depositedclearing organizations or segregated undegridcand
other regulations or requirements, and exclude mnamaket funds.

(3) For further discussions on master netting agesgs and collateral agreements, see Note 4 (Deevénstruments and Hedging Activities) and Note 6
(Collateralized Transactions) to the consolidatedrfcial statements in Part II, ltem 8 of the 26sm 10-K.

(4) Amounts reflect Securities purchased undereageats to resell and Securities borrowed.

(5) Amounts reflect loans held for investment, baeld for sale and banking book loans designatéravalue, as well as margin lending and empéolpans.

(6) Amounts primarily reflect banking book Custonzerd other receivables, Intangible Assets, Premi&gsipment and software costs and banking book U.S
government and agency securities designated atéfhie.

(7) Amounts reflect lending commitments and Forwstatting reverse repurchase agreements and sesindtrowing agreements. For a further discussiothe
Company’'s commitments, see Note 11 (Commitmentgr&itees and Contingencies) to the consolidateshdial statements in Part Il, Item 8 of the 2015
Form 10-K.

(8) Amounts reflect Standby letters of credit atiteo financial guarantees issued and Liquiditylifiées. For a further discussion on the Companyiargntees, see
Note 11 (Commitments, Guarantees and Contingenttekg consolidated financial statements in Rattdm 8 of the 2015 Form 10-K.

(9) Bank counterparties primarily include banks degository institutions.

(10) Corporate and Other counterparties includéa@xges and clearing houses.

5.2 Credit Risk: General Disclosurefor Impaired Loans

The Company provides loans or lending commitmeritinvits Institutional Securities and Wealth Maragent business
segments. The Company accounts for loans usinfptlesving designations: loans held for investmdogns held for sale
and loans at fair value. The allowance for loarséssestimates probable losses inherent in theftveldvestment portfolio
as well as probable losses related to loans spaltyfidentified as impaired.

For a discussion of the Company’s loan discloseduding current and comparable prior period ldgaformation by
product type), such as the allowance for loan Essepaired loans, reconciliation of changes iowatince for loan losses,
and credit quality indicators, see Note 7 (Loarns Alowance for Credit Losses) to the consoliddiedncial statements in
Part 11, Item 8 of the 2015 Form 10-K.

For a discussion of the Company’s determinatiopasdt due or delinquency status, placing of loans@maccrual status,
returning of loans to accrual status, identificatiof impaired loans for financial accounting purpgsmethodology for
estimating allowance for loan losses, and charfgaffuncollectible amounts, see Note 2 (SignificAocounting Policies)
to the consolidated financial statements in Paitém 8 of the 2015 Form 10-K.
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The following tables are presented on a U.S. GAA&BiIdand reflect details on impaired and past daed along with
allowances and charge-offs for the Company’s Ideaid for investment. The tables also include Idaeld for sale and loans
held in the banking book designated at fair value.

At December 31, 2015

Corporate
Bank(1) Sovereign  and Other(2) Retail Total
(dollarsin millions)
Impaired loans with allowance............ccceveivevennnnnns $ -3 -$ 39 % -8 39
Impaired loans without allowance(3)..........cccevvuenn. - - 89 17 106
Past due 90 days loans and on nonaccrual.............. - - 20 21 41
Past due 90 days loans and still accruing............... - - 18 - 18
Allowance for [0an l0SSES.......ccvvvviiiiiiiiiiiiiieen, 1 - 202 22 225

Net charg-offs for the quarter ended December 31, 2015

(1) Bank counterparties primarily include banks degository institutions.

(2) Corporate and Other counterparties include exctsaage clearing houses.

(3) At December 31, 2015, no allowance was outstantbr these loans as the present value of theagp future cash flows (or alternatively, the obslele
market price of the loan or the fair value of tidlateral held) exceeded or equaled the carryithgeva

At December 31, 2015
Europe,
Middle East
Americas and Africa Asia-Pacific Total

(dollarsin millions)

IMPaired 08NS .. .ot $ 108 $ 12 $ 25 % 145
Past due 90 days loans and on nonaccrual.............ccevevnenees. 22 8 11 41
Allowance for 10an l0SSES........vuiieieieiiiieii e eas 183 34 8 225

Loans Past Due and on nonaccrual by Counterparty or Industry Type

At December 31, 2015
90- <120 120 - <180 180 Days

Counterparty Type Days Days or more Total
(dollarsin millions)
BaNK .+ttt e en $ -$ -$ -$ -
Y0}V =T (=1 o | o DR PP - - - -
Corporate and Other........vviiii e - - 20 20
REtaAIL. . 4 3 14 21
1o - | $ 4% 3% 34% 41

53 Portfolios Subject to Internal Ratings-Based Risk-Based Capital Formulas

The Company utilizes its internal ratings systentha calculation of RWAs for the purpose of deteing Basel IlI
regulatory capital requirements for wholesale atdil exposures, as well as other internal risk agement processes such
as determining credit limits.

Internal Ratings System Design

As a core part of its responsibility for the indegent management of credit risk, the Credit Riskndgement Department
maintains a control framework to evaluate the n$lobligors and the structure of credit facilitiffer loans, derivatives,
securities financing transactions, etc.), botmaéption and periodically thereafter. For both vésale and retail exposures,
the Company has internal ratings methodologies &isatgn a Probability of Default (“PD”) and a LoS$ven Default
(“LGD"). These risk parameters, along with ExposatéDefault (‘EAD"), are used to compute credikrRWAs under the
Advanced Approach. Internal credit ratings serveéhasCredit Risk Management Department’s independssessment of

7
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credit risk, and the basis for a comprehensive icdadits framework used to control credit risk. & Company uses
guantitative models and expert judgment to estirttagevarious risk parameters related to each obhgd/or credit facility.
Internal ratings procedures, methodologies, modeld credit limits frameworks are all independerdlyd formally
governed, and models are reviewed by an indepemdensight function.

The PD represents a through the cycle likelihoodesault of an obligor. The LGD is an estimate laf expected economic
loss incurred by the Company during an economicrdokm in the event of default by an obligor, exgegbas a percentage
of EAD. EAD is the estimated amount due at the tohdefault. EAD for certain products may be redlibg certain credit
risk mitigants. Contingent liabilities, such as tmdn commitments and standby letters of credit, evasidered in
determining EAD.

Internal Ratings System Process

The performance of the overall internal ratingstesysis monitored on a quarterly basis. This inveleereview of key
performance measures that include rating overridesuracy ratio and comparison of internal ratimgssus applicable
agency ratings. The review is performed by an iedégnt group, and the results and conclusions eperted to
corresponding credit risk governance committees. dverall effectiveness of the internal ratingsetysis assessed annually
and the evaluation results go through a rigorowsllehge process by various governance committeémreb¢hey are
presented to the Company’s Board of Directors.

Wholesale Exposures

Wholesale exposures are credit risk exposures dtitutions and individual investors that may arfeem a variety of

business activities, including, but not limited &mtering into swap or other derivative contractdar which counterparties
have obligations to make payments to the Compariending credit to clients through various lendicgmmitments;

providing short-term or long-term funding that ecared by physical or financial collateral whoséugamay at times be
insufficient to fully cover the loan repayment amguand posting margin and/or collateral and/oradifs to clearing

houses, clearing agencies, exchanges, banks, tsezaimpanies and other financial counterparties.

The Credit Risk Management Department evaluatesdeshte obligors (including but not limited to: cpamies, individuals,
sovereign entities or other government entities) assigns them internal credit ratings using aoctigh the cycle”
methodology that reflects credit quality expectativer a medium-term horizon.

The Credit Risk Management Department rates whiglesaunterparties based on an analysis of the ab#igd industry- or
sector-specific qualitative and quantitative fastdrhe ratings process typically includes an amalysthe obligor’s financial
statements, evaluation of its market position,tsta management, legal and environmental issugs;cansideration of
industry dynamics affecting its performance. Thedirr Risk Management Department also considersrisiesuprices and
other financial markets to assess financial fldixibiof the obligor. The Credit Risk Management Rement collects
relevant information to rate an obligor. If the gadle information for an obligor is limited, a cggrvative rating is assigned
to reflect uncertainty arising from the limited égnmation.

Retail Exposures

Retail exposures generally include exposures tivithahls and exposures to small businesses thathareged as part of a
pool of exposures with similar risk characteristiasad not on an individual exposure basis. The Gomgncurs retail
exposure credit risk within its Wealth Managemeesidential mortgage business by making single-faméisidential
mortgage loans in the form of conforming, noncomfimg or home equity lines of credit (‘HELOC"). Irddition, the
Company grants loans to certain Wealth Managemeniayees primarily in conjunction with a program rigtain and
recruit such employees. The primary source of thm@any’s retail exposure is concentrated in twthode Basel 111 retail
exposure categories: Residential Mortgages and r(Rle¢ail Exposures. The third Basel Il retail gaigy, Qualifying
Revolving Exposures, is not currently relevantit® €ompany as it has no assets related to thigargte

Retail exposures consist of many small loans, themaking it generally inefficient to assign ratsnip each individual loan.
Individual loans, therefore, are segmented andeagged into pools. The Credit Risk Management Depart develops the
methodology to assign PD, LGD and EAD estimateshese pools of exposures with similar risk charmdsties, using
factors that may include the Fair Isaac CorporafiBfCO”) scores of the borrowers.
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Internal Ratings System Exposures

The following table provides a summary of the dlgttion of Internal Ratings Based Advanced Approesh parameters
that the Company uses to calculate credit risk RidAsvholesale and retail exposures. The table pitswides average risk
weighted values across obligor types and ratindegaThe Company currently does not have any hagtility commercial
real estate or qualifying revolving exposures.

At December 31, 2015

AveragePD AverageLGD Undrawn Coﬁxgras;}r ty  Averagerisk
Subcategory PD Band (%) (%)(1) % (1)(2) Commitment EAD(2) EAD(3) weight (%)
(dollarsin millions)
Wholesale
Exposures...0.00< PD <0.35...... 0.07% 38.38%% 79,534% 267,977% 10,607 20.54%
0.35< PD<1.35...... 0.85% 40.34% 16,053 22,817 189 80.32%
1.35< PD < 10.0Q..... 5.09% 37.53% 9,449 14,087 166 132.97%
10.00< PD < 100.00.. 26.85% 29.66Y% 381 2,796 256 170.94%
100 (Default)........... 100.00% N/A 243 895 76 106.00%
SUD-OtAL. .t $ 105,660 308,572% 11,294
Residential
Mortgages...0.00< PD < 0.15...... 0.05% 17.999% 304% 18,491% 1 2.70%
0.15< PD < 0.35...... 0.32% 16.45Y% 3 1,816 3 9.72%
0.35< PD < 1.35....... 1.33% 13.01Y% 0 833 5 20.67%
1.35< PD < 10.00Q..... 2.08% 13.14% 1 209 1 27.60%
10.00< PD < 100.00.. 25.76% 17.77% - 34 2 109.63%
100 (Default)........... 100.00% N/A 0 17 3 106.62%
ST 0 o] - | PP $ 308% 21,400% 15
Other Retail
Exposures...0.00< PD < 1.50Q...... 0.00% 0.00%$ -$ -$ - 0.00%
1.50< PD < 3.0Q...... 2.21%  100.00Y - 62 33 39.66%
3.00<PD <5.00....... 3.30% 44.33Y% - 1,815 2 66.34%
5.00<PD < 8.00....... 6.18% 42.33Y% - 2,938 - 67.47%
8.00< PD < 100.0Q... 9.63% 13.41% - 35 - 23.58%
100 (Default)........... 100.00% N/A - 268 1 106.00%
ST 0 o] - | PP $ -$ 5,118% 36
10 ] - | PP PPN $ 105,968% 335,090% 11,345

N/A—Not Applicable

(1) Amounts reflect the effect of eligible guaranteed aligible credit derivatives.

(2) Under U.S. Basel lll, credit risk mitigation tihe form of collateral may be applied by redudiD or adjusting the LGD. The Company may apply onéhe
other approach depending on product type.

(3) Amounts represent the weighted average EAxpenterparty within the respective PD band, weidlig its pro rata EAD contribution.

5.4 General Disclosure for Wholesale Counterparty Credit Risk of Derivative Contracts, Repo-Style
Transactionsand Eligible Margin Lending

Counterparty Credit Risk Overview

Counterparty credit exposure arises from the figlt parties are unable to meet their payment diige under derivative
contracts, repo-style transactions and eligibleginaloans. Repo-style transactions include seewsrisiold under agreements
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to repurchase (“repurchase agreements”) and siesulnding transactions. Derivative contracts securities underlying
repo-style transactions have a risk of increasedrpial future counterparty exposure from changesiovements in market
prices and other risk factors. Potential future cesxpe is mitigated by the use of netting and ocelitagreements. The
Company uses internal models to compute expectedsexe that includes the mitigating effects ofingtnd collateral in
valuing over-the-counter (“OTC”) and exchange-tihdierivative contracts and repo-style transacti®ios. eligible margin
lending, the Company uses either internal modetb@icollateral haircut approach (“CHA”) as preled in the U.S. Basel
[l rules. The use of netting, collateral, intermabdels methodology (“IMM”) and CVAs are discusdedther below, in
addition to other counterparty credit risk managenpeactices.

Derivative Contracts

The Company actively manages its credit exposw@uth the application of collateral arrangements seadily available
market instruments such as credit derivatives. U$e of collateral in managing derivative risk iamgtard in the market
place, and is governed by appropriate documentatiarm as the Credit Support Annex to the InternatidcSwaps and
Derivatives Association, Inc. (“ISDA”) documentatioln line with these standards, the Company gdigesacepts only
cash, government bonds, corporate debt and ma@xiaeduities as collateral. The Company has poliafes procedures for
reviewing the legal enforceability of credit suppdocuments in accordance with applicable rules.

Repo-Syle Transactions

The Company enters into securities purchased uaderements to resell (“reverse repurchase agresijergpurchase
agreements, securities borrowed and securitiesetb@nansactions to, among other things, acquirarges to cover short
positions and settle other securities obligatidasasccommodate customers’ needs and to financ€dnepany’s inventory
positions. The Company manages credit exposursguitom such transactions by, in appropriate citstances, entering
into master netting agreements and collateral ageaes with counterparties that provide the Compamyhe event of a
counterparty default, (such as bankruptcy or a tarparty’s failure to pay or perform), with the igo net a counterparty’s
rights and obligations under such agreement anidiéde and set off collateral held by the Compagwgirest the net amount
owed by the counterparty. Under these agreemenistransactions, the Company either receives origegvcollateral,
including U.S. government and agency securitiesgrosovereigrgovernment obligations, corporate and other detd, a
corporate equities.

Eligible Margin Lending

The Company also engages in customer margin leradidgsecurities-based lending to its Institutiddaturities and Wealth
Management clients that allow clients to borrowiasfathe value of qualifying securities. This lemgliactivity is included
within Customer and other receivables or Loanfiéndonsolidated statements of financial conditidre Company monitors
required margin levels and established credit tedaiby and, pursuant to such guidelines, requinestamers to deposit
additional collateral or reduce positions, whenassary.

Netting

The Company recognizes netting in its estimatioBAD where it has a master netting agreement icepéand other relevant
requirements are met. The ISDA Master Agreemeanhigdustry-standard master netting agreemenighgpically used to
document derivative transactions. The Company gdigeuses the ISDA Master Agreement and similar teragetting
agreements to document derivative and repo-stydas#ctions. For a discussion of the Company’'s masidting
agreements, see Note 4 (Derivative InstrumentsHedging Activities) and Note 6 (Collateralized Tsantions) to the
consolidated financial statements in Part Il, I@wof the 2015 Form 10-K.

Collateral

The Company may require collateral depending orctadit profile of the Company’s counterpartiesefiehis an established
infrastructure to manage, maintain and value aaidton a daily basis. Collateral held is manageddcordance with the
Company’s guidelines and the relevant underlyingagents.

For a discussion of the Company’s use of collatasah credit risk mitigant, including with respezterivatives, repo-style
transactions and eligible margin loans, see Ndi@efivative Instruments and Hedging Activities) adddte 6 (Collateralized
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Transactions) to the consolidated financial statgme Part Il, Item 8 of the 2015 Form 10-K. Farther information on
the Company'’s valuation approaches, including flateral, see Note 2 (Significant Accounting Piel&) and Note 3 (Fair
Values) to the consolidated financial statementkigred in Part Il, Item 8 of the 2015 Form 10-K.

General Disclosure for Counterparty Credit Risk

The following table presents the exposures fonagisie and other contracts and securities finantiagsactions, consisting
of repo-style transactions and eligible margin lagdpresented on a U.S. GAAP basis.

At
December 31, 2015

(dallarsin millions)
Derivative and Other Contracts:

GroSS POSILIVE faIN VAIUR . ...t e e e e e e e e nn e e e e $ 471,578
Counterparty netting benefit... ... ... (391,593
N oW g =] oo (=T =) oo ] PP $ 79,985
TN g1 =T oo = L (=T = | PP (9,190
(08 TS d Tl olo] | = 11T - | PR (51,381
Net exposure (after Netting and COIALE .......vuiuiiiieiii i e e e ens $ 19,414

Securities Financing Transactions:
Repo-Style Transactions:

GrOSS NOLIONAI EXPOSUIE. ... ee e et ettt e ettt e et e et et e e e e e ea e e e e e e s e e eaaeneaeenns $ 283,159
Net exposure (after netting and collateral)........ ..o e 11,071
Eligible Margin Lending:

GroSS NOIONAI EXPOSUIE(L). . e ueueieineet ettt et re st e e e e s e e e e s easaean e eseeneneanrrnananan $ 50,234

(1) At December 31, 2015, the fair value of thdatetal held exceeded the carrying value of makaans.

The following table is presented on a U.S. GAAPidbasd reflects the notional amount of outstandireylit derivatives at
December 31, 2015, used to hedge the Company’s pevifolio and those undertaken in connection wilfent
intermediation activities.

At December 31, 2015
Hedge Portfolio Intermediation Activities
Credit derivative type Pur chased Sold Pur chased Sold

(dollarsin millions)

Credit default SWapS......ccovvviiiiiiiicce e, $ 35,558 $ 13,587 $ 679,398 $ 666,601
Total return SWapS. .. .vvevevevriiiieiierieeieaereeaes - - 1,690 7,029
Credit OPtioNS. ..uuvie i 3,037 - 10,935 9,331
TOtal e $ 38,595 $ 13,587 $ 692,023 $ 682,961

For a further discussion of the Company’s creditvdgives, see “Quantitative and Qualitative Distloes about Market
Risk—Risk Management—Credit Risk—Credit Exposureriidives—Credit Derivatives” in Part Il, ltem 7/d Note 4
(Derivative Instruments and Hedging Activities)the consolidated financial statements in Parttéiml 8 of the 2015 Form
10-K.

Internal Models Methodology

The Company has been approved by its primary régsldo use the IMM to estimate counterparty exposu future time
horizons. Under the IMM approach, the Company wseuilation models to estimate the distribution oluterparty
exposures at specified future time horizons. Theukition models project potential values of varioisk factors that affect
the Company’s counterparty portfolie.d., interest rates, equity prices, commodity priced eredit spreads) under a large
number of simulation paths, and then determinesiples changes in counterparty exposure for each pwgtre-pricing
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transactions with that counterparty under the ptejé risk factor values. A counterparty’s expegieditive exposure profile
is determined from the resulting modeled exposustridution to estimate EAD in calculating credisk RWAs for

regulatory capital ratio purposes. For a small pepan of exposures not modeled under this simofatmethod, the
Company calculates EAD for regulatory capital pwgm using a more conservative but less risk-seasitiethod. The
internal models incorporate the effects of legahforceable netting and collateral agreements fimatng counterparty
exposure.

Collateral Haircut Approach Methodology

For certain eligible margin loans, EAD is adjustedeflect the risk mitigating effect of financiedllateral in line with the
CHA as prescribed in the U.S. Basel Ill rules. C¥Ad other counterparty credit risk management jpesctare discussed
further below.

The table below presents the EAD used for the Caryipadetermination of regulatory capital for detiva and other
contracts and securities financing transactionslueling default fund contributions.

At December 31, 2015

Internal Models M ethodol ogy CHA M ethodology Total
EAD RWA EAD RWA EAD RWA
(dollarsin millions)
Derivative and other contracts(1$ 67,771% 25,411% -$ -$ 67,7713 25,411
Securities financing transactions 31,628 5,538 1,677 3,302 33,305 8,840
Other.....oooviiiiieen 1,548 33 - - 1,548 33
Total..ovveiiiiiiii e $ 100,947% 30,982% 1,677% 3,302% 102,624% 34,284

(1) Amount includes client exposures related tamd transactions.

Other Counterparty Credit Risk Management Practices

Credit Valuation Adjustment

CVA refers to the fair value adjustment to reflectinterparty credit risk in the valuation of bilate(i.e., non-cleared) OTC
derivative contracts. U.S. Basel Il requires tt@rany to calculate RWAs for CVA.

The Company establishes a CVA for bilateral OTCivd¢ive transactions based on expected credit sogpeen the
probability and severity of a counterparty defalilhe adjustment is determined by evaluating thelitexposure to the
counterparty and by taking into account the mavkéite of a counterparty’s credit risk as implieddogdit spreads, and the
effect of allowances for any credit risk mitigastgh as legally enforceable netting and collai@gatements.

CVA is recognized in profit and loss on a dailyiband effectively represents an adjustment tecethe credit component
of the fair value of the derivatives receivablevési that the previously recognized CVA reducespibiential loss faced in
the event of a counterparty default, exposure ogaie reduced for CVA.

Credit Limits Framework

The Company employs an internal comprehensive éotshyCredit Limits Framework as one of the priméwgls used to
evaluate and manage credit risk levels across tmpa@ny. The Credit Limits Framework includes siagdene limits and
portfolio concentration limits by country, industand product typeThe limits within the Credit Limits Framework are
calibrated to the Company'’s risk tolerance ancentffactors that include the Company’s capital leead the risk attributes
of the exposures managed by the limits. Credit sMpois actively monitored against the relevanditdamits, and excesses
are escalated in accordance with established gameenthresholds. In addition, credit limits areleated and reaffirmed at
least annually or more frequently as necessary.
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Additional Collateral Requirements Due to Credit Rating Downgrade

For a discussion of the additional collateral ami@ation payments that may be called in the eeéat future credit rating
downgrade of the Company, see “MD&A—Liquidity andital Resources—Credit Ratings” in Part I, lterofthe 2015
Form 10-K.

Wrong-Way Risk

The Company incorporates the effect of specificngravay risk in its calculation of the counterpagyposure. Specific
wrong-way risk arises when a transaction is stmectuin such a way that the exposure to the couatBrps positively
correlated with the PD of the counterparty; forrapée, a counterparty writing put options on its ostack or a counterparty
collateralized by its own or related party stockneTCompany considers specific wrong-way risk whepraving
transactions. The Company also monitors generahgvimay risk, which arises when the counterpartyi®Borrelated with
general market or macroeconomic factors. The cestiessment process identifies these correlatimhsranages the risk
accordingly.

55 Credit Risk Mitigation

Overview

In addition to the use of netting and collateralrfotigating counterparty credit risk discussedahdhe Company may seek
to mitigate credit risk from its lending and detivas transactions in multip\ays, including through the use of guarantees
and hedges. At the transaction level, the Compaerissto mitigate risk through management of kely eiements such as
size, tenor, financial covenants, seniority andatetal. The Company actively hedges its lending derivatives exposure
through various financial instruments that may udel single-name, portfolio and structured creditva¢ives. Additionally,
the Company may sell, assign or syndicate fundatsaand lending commitments to other financialitusdns in the
primary and secondary loan market.

In connection with its derivative and other contsagnd securities financing transaction activittbe, Company generally
enters into master netting agreements and collamrangements with counterparties. These agreemerdvide the
Company with the ability to demand collateral, adlwas to liquidate collateral and offset receiesband payables covered
under the same master netting agreement in thet @fem counterparty default. For further information the impact of
netting on the Company’s credit exposures, see l&@whl” in Section 5.4 herein and “Quantitativeda@Qualitative
Disclosures about Market Risk—Risk Management—Q@reaik” in Part II, Item 7A of the 2015 Form 10-K.

Loan Collateral Recognition and Management

Collateralizing loans significantly reduces thediteisk to the Company. As part of the credit enaion process, the Credit
Risk Management Department assesses the abilibplafors to grant collateral. The Credit Risk Maeagent Department
may consider the receipt of collateral as a fastoen approving loans, as applicable.

Loans secured by customer margin accounts, a sofircedit exposure, are collateralized in accocgawith internal and
regulatory guidelines. The Company monitors regluirergin levels and established credit limits daityl pursuant to such
guidelines, requires customers to deposit additiookateral, or reduce positions, when necesdaagtors considered in the
review of margin loans are the amount of the Idhe, intended purpose, the degree of leverage beimgjoyed in the
account, and overall evaluation of the portfoliogtiosure proper diversification or, in the case afoentrated positions,
appropriate liquidity of the underlying collaterait potential hedging strategies to reduce risk. ifhaichlly, transactions
relating to concentrated or restricted positiorguiee a review of any legal impediments to liquidatof the underlying
collateral. Underlying collateral for margin loaissreviewed with respect to the liquidity of theposed collateral positions,
valuation of securities, historic trading rangelatitity analysis and an evaluation of industry centrations.

With respect to first and second mortgage loandudting HELOC loans, a loan evaluation processdspsed within a
framework of the credit underwriting policies anullateral valuation. Loan-to-collateral value ratiare determined based
on independent third-party property appraisal/vatues, and the security lien position is establisbi@ough title/ownership
reports.
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Guarantees and Credit Derivatives

The Company may accept or request guarantees ®tated or third parties to mitigate credit risk feholesale obligors.

Such arrangements represent obligations for theagt@ to make payments to the Company if the apatty fails to

fulfill its obligation under a borrowing arrangentear other contractual obligation. The Company ¢gfly accepts

guarantees from corporate entities and financiatititions within its Institutional Securities boess segment, and
individuals and their small- and medium-sized ddinesusinesses within its Wealth Management busirsegment. The
Company may also hedge certain exposures using dexilvatives. The Company enters into credit\d#ives, principally

through credit default swaps, under which it reesiwr provides protection against the risk of défan a set of debt
obligations issued by a specified reference emtitgntities. A majority of the Company’s hedge deuparties are banks,
broker-dealers, insurance and other financialtinsoins.

The Company recognizes certain credit derivativesthird-party guarantees for the reduction of @dpequirements under
the Advanced Approach. At December 31, 2015, tlgreagate EAD amount of the Company’s wholesale exobedged
by such credit derivatives or third-party guarastexcluding CVA hedges, was $2,794 million.

6 Equities Not Subject to Market Risk Capital Rule
Overview

The Company from time to time makes equity investisithat may include business facilitation or otineesting activities.
Such investments are typically strategic investmemidertaken by the Company to facilitate corertass activities. From
time to time, the Company may also make equity stments and capital commitments to public and peiGdmpanies,
funds and other entities. Additionally, the Compappnsors and manages investment vehicles andasegacounts for
clients seeking exposure to private equity, infradtire, mezzanine lending and real estate-relatet other alternative
investments. The Company may also invest in andigieacapital to such investment vehicles.

Valuation for equity investments not subject to kedrrisk capital rule

The Company’s equity investments include investméntprivate equity funds, real estate funds andgbefunds (which
include investments made in connection with ceréaiiployee deferred compensation plans), as welirast investments in
equity securities, which are recorded at fair value

The Company applies the Alternative Modified Lookrdugh Approach for equity exposures to investnients. Under
this approach, the adjusted carrying value of amtggxposure to an investment fund is assignech o rata basis to
different risk weight categories based on the imi@tion in the fund’'s prospectus or related documenor all other equity
exposures, the Company applies the Simple Risk-i¢edgpproach (“SRWA”"). Under SRWA, the RWA for eaelquity
exposure is calculated by multiplying the adjustedrying value of the equity exposure by the aptlie regulatory
prescribed risk weight.
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The following table consists of U.S. GAAP amouniscbhsed in the Company’s balance sheet of investsnend the types
and nature of investments, capital requirementsajpgropriate equity groupings, realized gains/(Iss$som sales and
liquidations in the reporting period, and total emlized gains/(losses) on available for sale (“AF8Yuity securities
reflected in Accumulated other comprehensive incdloss) (“AOCI”), net of tax, including unrecogniteains/(losses)
related to investments carried at cost and unedliains/(losses) included in Tier 1 and/or Tieagital.

At December 31, 2015
Total Risk
Type of Equity Investments On-balance Sheet(l) Weight % RWAS(2)

(dollarsin millions)

Simple Risk-Weight Approach:

Exposures in the 0% risk weight categary........c.coovveieieininnnnn. $ 328 0% $ -

Exposures in the 20% risk weight category.......c.oveeieieininnnns. 37 20% 8

Community development equity eXpOSULES.......ccvvveinienennnnens 1,848 100% 2,068

Non-significant equity eXPOSUIES. ......ceueieieiiieieieiieeeeeeeenenn 4,491 100% 5,159

Significant investments in unconsolidated finanaiatitutions(3).... 4,104 100% 4,678

Publicly traded equity EXPOSUIES. .. .vveieieieieieieneinereeeneenens - 300% -

Non-publicly traded equity EXPOSUIES ....cvvveiriiirieieinniinneenens - 400% -

Exposures in the 600% risk weight categoryi........ovvvveveneininnn 484 600% 3,606

SUD-OtAL .. et e $ 11,292 NA  $ 15,519
Equity exposures to investment funds:

Alternative Modified Look-Through Approach........................ 3,175 N/A 2,960
Total Equities Not Subject to Market Risk Capitall&.................. $ 14,467 NA  $ 18,479
Quarter-to-date realized gains/(losses) from sahesliquidationS(4)......ocvvveviiiieniiiieiiineeaann, $ 139
Total unrealized gains/(losses) on AFS equity seeameflected in AOCI(4)...ccvvvviviieiiiiinienennn. (6)
Unrecognized gains/(losses) related to investmean®ed at COSI(4)...vvviriiiiiieiiiiiiiieieieenens, 4)
Unrealized gains/(losses) included in Tier 1 andfer 2 capital........c.ccoeveviiiiiiiiniiinneen, (6)

N/A—Not Applicable

(1) The total on-balance sheet amount reflectsi&DOmillion and $4,317 million of non-publicly trad and publicly traded investments, respectivelfdecember
31, 2015. The on-balance sheet amounts reflecoajppate fair value of these exposures and are pred®n a U.S. GAAP basis, which include investmént
the Company’s own capital instruments and investsinthe capital instruments of unconsolidatedditial institutions that are subject to capital wzibns
under U.S. Basel Ill. At December 31, 2015, the am@f Equities Not Subject to Market Risk CapRalle that was deducted from Total capital was $31
million, which also includes certain deductions laggble under the Volcker Rule. For a discussibthe Company’s deductions under the Volcker Reée
“Business—Supervision and Regulation—Financial lhgdCompany—Activities Restrictions under the VaclRule” in Part I, Item 1 of the 2015 Form 10-K.
For further information on the Company’s valuatteohniques related to investments, see Note 2 ifsigmt Accounting Policies) to the consolidatedafincial
statements in Part Il, Item 8 of the 2015 Form 10-K

(2) In accordance with U.S. Basel Ill, RWAs reflact.06 multiplier and include both on- and offdrale sheet equity exposures.

(3) Under the Advanced Approach, significant inmestts in unconsolidated financial institutions fie tform of common stock, which are not deductednfro
Common Equity Tier 1, are assigned a 250% risk eigetween 2014 and 2017, under the transitiarlabr a 100% risk weight is applied. In 2018, t66%
risk weight comes into effect on a fully phasedasis.

(4) For the quarter ended December 31, 2015.

7 Securitization Exposures
A securitization exposure is defined (in line wiltle U.S. Basel Il definition) as a transactiominich:

« All or a portion of the credit risk of the unéigng exposures is transferred to third parties] has been separated
into two or more tranches reflecting different lisvef seniority;

» The performance of the securitization dependsupe performance of the underlying exposures;

» All or substantially all of the underlying exposs are financial exposures; and

* The underlying exposures are not owned by anatipg company or certain other issuers.

Securitization exposures include on- or off-balasteet exposures (including credit enhancements) dtise from a
traditionalsecuritization or synthetic securitization (incluglia re-securitization transaction); or an exposhaé directly or

indirectly references a securitization exposg.(a credit derivative). A re-securitization is @wwetization which has more
than one underlying exposure and in which one aierofthe underlying exposures is itself a seaatton exposure.
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On-balance sheet exposures include securitizattesrpurchased and loans made to securitizatiststrO@ff-balance sheet
exposures include liquidity commitments and devest (including tranched credit derivatives anddsdives for which the
reference obligation is a securitization).

Securitization exposures are classified as eittaglittonal or synthetic. In a traditional secuidtion, risk is transferred other
than through the use of credit derivatives or goi@es. Typically, the originator establishes asd@urpose entity (“SPE”")

and sells assets (either originated or purchasidfsdalance sheet into the SPE, which issuesr#tézs to investors. In a
synthetic securitization, credit risk is transferte an investor through the use of credit denxestior guarantees.

The Company does not manage or advise entitiesnbadt in securitizations sponsored by the Company

Except for (i) the AFS securities portfolios, fohieh the Company purchases mostly highly ratedctras of commercial
mortgage and other securitizations not sponsorethé&yCompany, and (i) warehouse loans and liggiddmmitments to
client sponsored SPEs, the Company engages initseations primarily as a trading activity.

The Company retains securities issued in someeo$éicuritization transactions it sponsors, andritipases securities issued
in securitization transactions sponsored by ottexspart of its trading inventory. These intereses iacluded in the
consolidated statements of financial conditioraat ¥alue with mark-to-market changes reportedenincome.

For further information on securitization transans in which the Company holds any exposure ireeitte banking book or
the trading book, see Note 13 (Variable Intereditiea and Securitization Activities) to the coridated financial statements
in Part 11, Item 8 of the 2015 Form 10-K.

7.1 Accounting and Valuation

For a discussion of the Company’s accounting aridatian techniques related to securitization, se¢eN2 (Significant
Accounting Policies), Note 3 (Fair Values) and Nd (Variable Interest Entities and Securitizatibetivities) to the
consolidated financial statements in Part Il, I@wof the 2015 Form 10-K.

7.2 Securitization and Resecuritization Exposuresin the Banking Book

The following table presents the total outstandirgosures securitized by the Company as a spomswitich the Company
has retained credit or counterparty exposuresdrbmking book at December 31, 2015. This exclsdeatrities held in the
Company’s trading book and this table is primacdfymprised of transactions in which the Companydiemed assets and
entered into a derivative transaction with the sézation SPE. For residential mortgage and conmaérmortgage
transactions, these derivatives are interest matoa currency swaps. Traditional securitizatiopasures reflect unpaid
principal balances of the underlying collateral] agnthetic securitization exposures reflect nati@mounts.

At December 31, 2015
Traditional

Amounts Sold by

Third Partiesin
Transactions
Amounts Sold by Sponsor ed by
Exposure type the Company the Company Synthetic
(dollarsin millions)
Commercial MOrtgagesS. ....vuveverererieiiieeneneneieanannanes $ 7,570% 4,772% -
Residential mortgages.......cooveviiiiiiiie e 688 - -

Corporate debt.......oeeieiii i - - -
Asset-backed securitizations and other........ccovvevviieeinnns -
1] 7= | $ 8,258% 4,772% -
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The following table is presented on a U.S. GAAPibasd reflects a summary of the Company’s seeatitn activity
during 2015, regardless of whether the Companynedacredit or counterparty exposure, includingdah®unt of exposures
securitized (by exposure type), and the correspgndicognized gain or loss on sale. This tableuthe$ assets transferred
by unaffiliated co-depositors into these transansio

Year Ended December 31, 2015

Amounts Sold by
Third Partiesin

Recognized Transactions

Amounts Sold by Gain/(Loss) Sponsor ed by

Exposure type the Company(1) on Sale the Company

(dollarsin millions)

Commercial MOrtgages. ....ovuveverereneeiiirerneneneieanannanes $ 7,888% 39% 11,408
Residential mortgages......ccooveviiiiiiiie e 1,091 - -
Corporate debt.......ceeieiii i - - -
Asset-backed securitizations and other.........c.ccvvvvvnenne. - - -
110 ] - | $ 8,979% 39% 11,408

(1) Amounts represent notional value of assets lwtiie Company contributed to the securitization.

The following table is presented on a U.S. GAAPiband reflects a summary of the Company’s seeatitin activity
during 2015, for those transactions in which thenfany has not retained an interest, including theumt of exposures
securitized (by exposure type), and the corresponticognized gain or loss on sale. This tableuthed assets transferred
by unaffiliated co-depositors into these transanstio

Year Ended December 31, 2015

Amounts Sold by
Third Partiesin

Recognized Transactions

Amounts Sold by Gain/(Loss) Sponsor ed by

Exposure type the Company(1) on Sale the Company

(dollarsin millions)

Commercial MOMQAgES. .. .vvvvrieririiiiieir e e $ 2,876% 14% 7,128
Residential mortgages......ccveveviiiiii i 402 - -
Corporate debt.......cvieiiiiiii - - -
Asset-backed securitizations and other.............cvceenene. - - -
1 ] €= | S $ 3,278% 14% 7,128

(1) Amounts represent notional value of assets whietCtbhmpany contributed to the securitization.

The following tables primarily include securitieglth in the Company’s AFS securities portfolios, @ause loans and
liquidity commitments made to securitization eestiand transactions in which the Company enteréa derivative

transactions with a securitization issuer. Theeshbdo not include securities held in the Compansgsling book. For
information on securities held in the Company'ding book, see “Securitization and Resecuritizaioqposures in the
Trading Book” in Section 7.3 herein.

The Company did not retain any senior or subordiriegnches, nor recognized related credit lossakeirbanking book.
During the quarter ended December 31, 2015, thepaagndid not have material impaired/past due exm@ssar losses on
securitized assets.

In addition, the Company may enter into derivatiestracts, such as interest rate swaps with semaiiin SPEs. These
derivative transactions generally represent sealdigations of the SPEs, senior to the most sehimeficial interest
outstanding in the securitized exposures, andraleded in the Company’s consolidated statementsmahcial condition

primarily at fair value.
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The following table is presented on a U.S. GAAPidaad reflects the outstanding exposures intetaléeé securitized:

Exposure type At December 31, 2015
(dollarsin millions)

COMMEICIAl MOMJAGES. - e e eeetneeet et et et et et et a e e e e e e ea e e tata e e e anta e e enananaananenenss $ 934

RS Lo =T ol (= I o g (o (o F= Vo = PP -

(O] g ool =T 1= NNo (=] ) S 8

Asset-backed securitizations and OthEL ... ....ciiiii i e eee e -

LI ] | P PP PP $ 942

The following table presents the aggregate EAD armhaaf the Company’s outstanding on- and off-balarsteet
securitization positions by exposure type:

At December 31, 2015

Exposure type On-balance sheet Off-balance sheet Total
(dollarsin millions)
Commercial MOMQAgES. .. .ouvvriiinieiiiiere it ene e $ 5,097% 1,256% 6,353
Residential morgages......ccvvvvieiiiiiii e 2,024 16 2,040
Corporate debt......viiiiiiiiii 942 384 1,326
Asset-backed securitizations and other(1).................... 10,285 3,020 13,305
L1 ] = | P $ 18,348% 4,676% 23,024

(1) Amounts primarily reflect student loans, auto reables, servicer advance receivables, municipal®and credit card receivables.

The following tables present the aggregate EAD arhofisecuritization exposures retained or purcthasel the associated
RWAs for these exposures, categorized between iieation and re-securitization exposures. In dadditthese exposures
are further categorized into risk weight bands byndisk-based capital approaches. The Company emple Supervisory
Formula Approach and the Simplified Supervisory rRala Approach to calculate counterparty credit tpfor
securitization exposures in the Company’s bankingkb The Supervisory Formula Approach uses intematlels to
calculate the risk weights for securitization expes. The Simplified Supervisory Formula Approaglaisimplified version
of the Supervisory Formula Approach under which tis& weights for securitization exposures are weiged using
supervisory risk weights and other inputs. In thoases where the Company does not apply eitheheofSupervisory
Formula Approach or the Simplified Supervisory FatanApproach, then the securitization exposurekbeilassigned to the
1,250% risk weight category.

At December 31, 2015

Securitizations
Simplified Supervisory

Supervisory Formula Approach Formula Approach 1,250% Risk Weight Category

Risk Weight EAD RWAs EAD RWAs EAD RWAs
(dollarsin millions)

0% to <=20%......... $ 12,999% 2,756% 6,284% 1,332% -$ -
>20% to <=100%...., 1,196 376 239 160 - -
>100% to <=500%... 51 193 1,889 3,433 - -
>500% to <1250%... - - 330 2,839 - -
1,250%......ccvuennnnnn - - - - 11 140
Total..cooeevveeereennn, $  14,246% 3,325% 8,742% 7,764% 11% 140
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At December 31, 2015

Re-securitizations

Simplified Supervisory

Supervisory Formula Approach Formula Approach 1,250% Risk Weight Category
Risk Weight EAD RWAs EAD RWAs EAD RWAs
(dollarsin millions)
0% to <=20%................ $ -$ -$ -$ -$ -$
>20% to =100%............ - - - - -
>100% to =500%.......... - - 26 86 -
>500% to 1250%.......... - - - - -
1250%.....ccccciviiieieeeeeennn - - - - -
Total .evueeneieiieennee, $ -$ -$ 26 $ 86 $ -$

At December 31, 2015, the amount of exposureswaat deducted from Tier 1 common capital, represgritie after-tax
gain on sale resulting from securitization was #8Hon.

The following table presents the aggregate EAD armhat re-securitization exposures retained or paseld, categorized
according to exposures to which credit risk mitigats applied and those not applied.

At December 31, 2015
(dollarsin millions)

Re-securitization exposures:

Re-securitization exposure to which credit riskigaition is applied...........ccoooiiiii $ -
Re-securitization exposure to which credit riskigaition is not applied............coveiiiiiiiiiiienennns 26
Total re-securitization exposures retained ocpased...........cccvviiiiiiiiiiiiic $ 26
Total re-securitization eXPOSUre t0 QUAIANTOKS. .. .vuieieieie e iseire e aseeneaeraseeaneaeaeaaes $ -
Total re-securitization eXposure NOt t0 QUANANIOIS ... u.uiueuee e ieie e aeae e eeae e eeeaeaeaaeens 26
Total re-securitization exposures retained ochased.............ccoiiiiiiiiici $ 26

The credit risk of the Company’s securitizations ag-securitizations is controlled by actively ntoning and managing the
associated credit exposures. The Company evalueddateral quality, credit subordination levels amstructural
characteristics of securitization transactionsnaeption and on an ongoing basis, and manages wgsoagainst internal
concentration limits.

7.3 Securitization and Resecuritization Exposuresin the Trading Book
The Company also engages in securitization aditelated to commercial and residential mortgagad, corporate bonds

and loans, municipal bonds and other types of &irrinstruments. The Company records such aa#witn the trading
book.
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The following table presents the Net Market Valdettee Company’s aggregate on- and off-balance skeetritization
positions by exposure type, inclusive of hedgeghéntrading book:

At December 31, 2015

Exposures Net Market Value(1)
(dollarsin millions)
(070] 10104 LT rolF= 1 4 g To ] (o =T [T PP $ 1,658
RS Lo Lo o (= I o g (o (o T= Vo = TP 1,817
(7] g ool =11 N0 [T 0] 023 TR TP 1,385
Asset-backed securitizations and Other..........veviiiii 458
L= L $ 5,318

(1) Net Market Value represents the fair valuecfash instruments and the replacement value fovateré instruments.
(2) Amount includes correlation trading positiohsttare not eligible for Comprehensive Risk Meagl@RM”) surcharge. For more information on CRMgse
Section 9.1 “Comprehensive Risk Measure” includexkim.

The Company closely monitors the price, basis aqdity risk in the covered securitization andeaesritization positions

that are held in the trading book. Each positidls fato at least one or more trading limits thatvé been set to limit the
aggregate, concentration and basis risk in thefgliarto acceptable levels. Holdings are monitoagginst these limits on a
daily basis.

The inherent market risk of these positions areturag in various risk measurement models includRegulatory VaR,
Regulatory stressed VaR and stress loss scenahios are calculated and reviewed on a daily b&sigsther, the Company
regularly performs additional analysis to compreh&arious risks in its securitization and rese@&ation portfolio, and
changes in these risks. Analysis is performed icoatance with U.S. Basel Ill to understand struadtdeatures of the
portfolio and the performance of underlying coliate

The Company calculates the standard specific @gklatory capital for securitization and reseczaition positions under the
Simplified Supervisory Formula Approach. Under thpproach, a risk weight assigned to each positiamalculated based
on a prescribed regulatory methodology. The resyltiapital charge represents the higher of the tatialong or net short
capital charge calculated after applicable netting.

In addition, the Company uses a variety of hedgingtegies to mitigate credit spread and defasit for the securitization
and resecuritization positions. Hedging decisioreskamsed on market conditions, and are evaluatddnwhe Company’s
risk governance structure.

8 Interest Rate Risk Sensitivity Analysis

The Company believes that the Net Interest Incoemwsilivity Analysis is an appropriate representatd the Company’s
U.S. Bank Subsidiaries’ interest rate risk for nmaging activities. For information on the intereate risk sensitivity
analysis, see “Quantitative and Qualitative Disgtes about Market Risk—Risk Management—Market Ridlea-trading
Risks — Interest Rate Risk Sensitivity” in Partitém 7A of the 2015 Form 10-K.

9 Market Risk

Market risk refers to the risk that a change inlthel of one or more market prices, rates, indigaplied volatilities (the
price volatility of the underlying instrument imgak from option prices), correlations or other mafketors, such as market
liquidity, will result in losses for a position @ortfolio. Generally, the Company incurs markek ré&s a result of trading,
investing and client facilitation activities, pripally within its Institutional Securities businessgment where the substantial
majority of the Company’s market risk capital isu&ed. In addition, the Company incurs tradingstedl market risk within
its Wealth Management business segment. The Cortgpdmyestment Management business segment incumsipally
Non-trading market risk primarily from investmeimseal estate funds and investments in privatétggehicles.
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The following table presents the Company’s meadaremarket risk and market risk RWAs in accordamneggh the
Advanced Approach, categorized by component typ#AR for market risk are computed using either ratpriapproved
internal models or standardized methods that irev@lpplying risk-weighting factors prescribed byulegprs. Pursuant to
U.S. Basel lll, multiplying the measure for markisk by 12.5 results in market risk RWAs.

At December 31, 2015

Measur e for
Components of measure for market risk and market risk RWAs Market Risk RWAS(1)
(dollarsin millions)

LR ETo 01100 VA= 1 22 PP $ 615% 7,683
Regulatory streSSed VAR(B) .. uuuiiieiriiiiiiiiiiinesieieieneeaseeaee e sssissaeaeaeeeanas 1,661 20,765
Incremental risk Charge(3). ... v e i e 308 3,847
Comprehensive risk MEaASUIE(3)(4). .. e iiieii et iiiiiee et aaeareeens 672 8,403
Specific risk:

N o] g Tol U ] (4= 1110 g 1< () PPN 1,308 16,357

SECUNMIZATIONS(6). -« e e eeeeeeeae ettt e e e et e e e et e te e e s a e e e e e eaeeneaens 1,154 14,421
TOtAl MATKEE FISK . eveitieiti e e e e $ 5,718% 71,476

(1) For information on the Company's market risk R¥Vroll-forward from December 31, 2014 to DecemBg&r 2015, see “MD&A—Liquidity and Capital
Resources—Regulatory Requirements—Implementatich $f Basel Ill— Regulatory Capital Ratios” in Pytitem 7 of the 2015 Form 10-K.

(2) Per regulatory requirements, the daily aveicfgbe previous 60 business days from the periatidate is utilized in the regulatory capital cadtian.

(3) Per regulatory requirements, the weekly averddle previous 12 weeks from the period-end gatilized in the regulatory capital calculation.

(4) Amounts include an 8% CRM surcharge computettuithe standardized approach for positions ebgibt CRM. As of the most recent reporting date, th
CRM surcharge related to RWAs was $5,987 millicor. fore information on CRM, see Section 9.1 “Corhpresive Risk Measure” included herein.

(5) Non-securitization specific risk charges cadted using regulatory-prescribed risk-weightingdes for certain debt and equity positions. Thespriéed risk-
weighting factors are generally based on, amonerdttings, the Organization for Economic Cooperatind Development’s country risk classificationstfe
relevant home country (in the case of public seatat depository institution debt positions), theaaing contractual maturity and internal assesssneh
creditworthiness. Additionally, amounts includB& Minimis RWA for positions not captured in theR/anodel.

(6) For information on market risk related to sé@ations, see Section 7.3 “Securitization andeRastization Exposures in the Trading Book” inadcherein.

9.1 Model M ethodology, Assumptions and Exposure M easur es

Regulatory VaR

The Company estimates VaR using an internal modséd on volatility-adjusted historical simulatiar fjeneral market
risk factors and Monte Carlo simulation for namesdfic risk in corporate shares, bonds, loans @tated derivatives. The
model constructs a distribution of hypotheticallylaihanges in the value of trading portfolios basedthe following:
historical observation of daily changes in key nearikidices or other market risk factors; and infation on the sensitivity
of the portfolio values to these market risk faatbanges. The Company’s VaR model uses four yddrstorical data with
a volatility adjustment to reflect current markenditions.

The Company utilizes the same VaR model for riskhag@gment purposes as well as regulatory capitalilzdions. The
portfolio of positions used for the Company’s Vai fisk management purposes (“Management VaR"ediffrom that
used for regulatory capital requirements (“RegulatvaR”), as it contains certain positions that anecluded from
Regulatory VaR. Examples include counterparty C\@Ad loans that are carried at fair value and aatathedges.

For regulatory capital purposes, Regulatory VaRosputed at a 99% level of confidence over a 10tdag horizon. The

Company’s Management VaR is computed at a 95% lefsebnfidence over a one-day time horizon, whishaiuseful

indicator of possible trading losses resulting fradverse daily market moves. For more informatibous the Company’s
Management VaR model, related statistics and linaihitoring process, see “Quantitative and Qualitabisclosures about
Market Risk—Risk Management—Market Risk” in Partitéem 7A of the 2015 Form 10-K.
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The following table presents the period-end, dailgrage, and high and low Regulatory VaR by rigkgary for a 10-day
holding period for the quarter ended December 31,52 Additionally, the daily average Regulatory V&R a one-day
holding period is shown for comparison. The metbetow are calculated over the calendar quartertaeckfore may not
coincide with the period applied in the regulatoapital calculations.

99% Regulatory VaR
Quarter Ended December 31, 2015

One-Day
Holding Period 10-Day Holding Period
Daily Daily
Average(1) Period End Average(1) High L ow
(dollarsin millions)
INtEreSt rate...vveie e e $ 40% 98% 126 $ 174% 95
Credit spread.......cccoeviiviiiiiiiiiiiceneeeaaes 35 104 111 138 96
EQUItY PriCe. v e 26 78 84 115 71
Foreign exchange rate.........cvvvveieininnnennnnns 15 27 48 87 27
Commodity PriCe....cceeie i 17 36 53 94 32
Less: Diversification benefit(2)(3)................. (67) (174 (213) N/A N/A
Total Regulatory VaR.......ccoiviviniiiiiiininenns $ 66 $ 169% 209% 259% 169

N/A-Not Applicable

(1) The daily average shown is calculated overetht@e quarter. Per regulatory requirements, thiy daerage of the previous 60 business days fieenperiod-
end date is utilized in the regulatory capital akdtion.

(2) Diversification benefit equals the differencetween the total Regulatory VaR and the sum ofctimaponent VaRs. This benefit arises because thelatied
one-day losses for each of the components occdiffenent days; similar diversification benefitsalare taken into account within each component.

(3) The high and low VaR values for the total Regoly VaR and each of the component VaRs might weeerred on different days during the quarter, and
therefore the diversification benefit is not an laggible measure.

Requlatory Stressed VaR

Regulatory stressed VaR is calculated using theesasthodology and portfolio composition as ReguiaiaR. However,
Regulatory stressed VaR is based on a continuoesyear historical period of significant market sggappropriate to the
Company’s portfolio. The Company’s selection of tme-year stressed window is evaluated on an ogdiasis.
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The following table presents the period-end, weakigrage, and high and low Regulatory stressedfgaR 10-day holding
period for the quarter ended December 31, 2015itiddally, the weekly average Regulatory stresseR\or a one-day
holding period is shown for comparison. The metbetow are calculated over the calendar quartertaeckfore may not
coincide with the period applied in the regulatoapital calculations.

99% Regulatory Stressed VaR
Quarter Ended December 31, 2015

One-Day
Holding Period 10-Day Holding Period
Weekly Weekly
Average(1) Period End Average(1) High L ow
(dollarsin millions)
Total Regulatory stressed VaR.................... $ 1773 469% 559% 694% 469

(1) The weekly average shown is calculated over thieeequiarter. Per regulatory requirements, the weakerage of the previous 12 weeks from the pegiudi-
date is utilized in the regulatory capital calcidat

Incremental Risk Charge

The Incremental Risk Charge (“IRC”) is an estimafedefault and migration risk of unsecuritized dtgaroducts in the

trading book. The IRC also captures recovery résid assumes that average recoveries are lower défenlt rates are
higher. A Monte Carlo simulation-based model isduge calculate the IRC at a 99.9% level of confienver a one-year
time horizon. A constant level of risk assumptignimposed which ensures that all positions in tR€ Iportfolio are

evaluated over the full one-year time horizon.

The IRC model differentiates the underlying tradestruments by liquidity horizons, with the minimdiguidity horizon set
to 3 months. Lower rated issuers receive longeridity horizons of between 6 and 12 months. In &oidito the ratings-
based liquidity horizon, the Company also appligsidlity horizon penalties to positions that arehed concentrated.

The following table presents the period-end, weeklgrage, and high and low IRC for the quarter dridecember 31,

2015. The metrics below are calculated over thenthr quarter and therefore may not coincide viighperiod applied in
the regulatory capital calculations.

Quarter Ended December 31, 2015

Weekly
Period End Average(1) High L ow
(dallarsin millions)
Total Incremental Risk Charge.........cccovevviviiiieiiiinenenennn. $ 3083% 222% 3083% 126

(1) The weekly average shown is calculated over thieeequiarter. Per regulatory requirements, the weakerage of the previous 12 weeks from the pegiudi-
date is utilized in the regulatory capital calcidat

Comprehensive Risk Measure

Comprehensive Risk Measure (“CRM”) is an estimdteigk in the correlation trading portfolio, takingto account credit
spread, correlation, basis, recovery and defagksriA Monte Carlo simulation-based model is ugedaiculate the CRM at
a 99.9% level of confidence over a one-year tintizba, applying the constant level of risk assuimpti

All positions in the CRM portfolio are given a ligity horizon of 6 months.

Positions eligible for CRM are also subject to & &apital surcharge, which is reflected in “Comgmrsive risk measure”
in the “Components of measure for market risk amdket risk RWAs” table in Section 9 herein.

Correlation Trading Positions

A correlation trading position is a securitizatiposition for which all or substantially all of thalue of the underlying
exposure is based on the credit quality of a simglmpany for which a two-way market exists, or @ammonly traded
indices based on such exposures for which a twoiwagket exists on the indices. Hedges of correiatiading positions
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are also considered correlation trading positiéiwe. the quarter ended December 31, 2015, the Coyipaggregate CRM
eligible correlation trading positions had a Netrks Valué of $1,320 million, which is comprised of net longarket
values of $400 million and net short market valae$920 million. The net long and net short mank&ties are inclusive of
netting permitted under U.S. Basel .

The following table presents the period-end, weeklgrage, and high and low CRM for the quarter dridecember 31,

2015. The metrics below are calculated over thenthr quarter and therefore may not coincide withpgeriod applied in
the regulatory capital calculations.

Quarter Ended December 31, 2015

Weekly
Period End Average(1) High(2) L ow(2)
(dallarsin millions)
Comprehensive Risk Measure Modeled...............cccccueuens $ 209% 196$ 233% 146
Comprehensive Risk Measure Surcharge.............coeeuenenn. 384 485 552 384
Total Comprehensive Risk MEaASULE..........ovvveiuiininiinnnens! $ 593% 681% 784% 593

(1) The weekly average shown is calculated oveetitge quarter. Per regulatory requirements, teekly average of the previous 12 weeks from theogend
date is utilized in the regulatory capital calcidat

(2) The high and low measures for the modeled ancharge measures are evaluated independentlya résult, the high and low measures can occur feeretit
reporting dates and may not be additive to the tbtarge.

9.2 Model Limitations

The Company uses VaR and Stressed VaR as companentsinge of risk management tools. Among theirdfits, VaR

models permit estimation of a portfolio’s aggregatarket risk exposure, incorporating a range ofeeamarket risks and
portfolio assets. However, VaR has various limitas, which include, but are not limited to: usehadtorical changes in
market risk factors, which may not be accurate iptets of future market conditions, and may notyfilcorporate the risk
of extreme market events that are outsized relativebserved historical market behavior or reftéet historical distribution
of results beyond the 99% confidence interval; @pbrting of losses over a defined time horizoniclidoes not reflect the
risk of positions that cannot be liquidated or retigver that defined horizon.

The Company also uses IRC and CRM models to measfia@lt and migration risk of credit spread andeation trading
positions in the trading book. Among their benefitese models permit estimation of a portfolioggegate exposure to
default and migration risk, incorporating a rangenarket risk factors in a period of financial siseHowever, the IRC and
CRM models have various limitations, which inclutheit are not limited to: use of historical defardtes, credit spread
movements, correlation and recovery rates, whick ne be accurate predictors of future credit emvinents, and may not
fully incorporate the risk of extreme credit evetiiat are outsized relative to observed historiitavior or reflect the
historical distribution of results beyond the 99.8&tfidence interval.

Regulatory VaR, Regulatory stressed VaR, IRC andQRimbers are not readily comparable across firesabse of
differences in the firms’ portfolios, modeling assations and methodologies. In IRC and CRM, tho$ie@inces may be
particularly pronounced because of the long riskzom measured by these models as well as thecdlif§i in performing

backtesting. These differences can result in naterdifferent numbers across firms for similar ffolios. As a result, the
model-based numbers tend to be more useful wherpigted as indicators of trends in a firm's ristfite rather than as an
absolute measure of risk to be compared across.firm

9.3 M odel Validation

The Company validates its Regulatory VaR model, URegry stressed VaR model, IRC model and CRM maxteln
ongoing basis. The Company’s model validation pseds independent of the internal models’ develagmmplementation
and operation. The validation process includes,ranaiher things, an evaluation of the conceptuahdaess of the internal
models.

% Net Market Value represents the fair value fohdastruments and the replacement value for dévizatstruments.
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The Company’s Regulatory VaR model, Regulatorysseed VaR model, IRC model and CRM model have adinbe
approved for use by the Company’s regulators.

94 Regulatory VaR Backtesting

One method of evaluating the reasonableness ofCtmapany’s VaR model as a measure of the Compamnytenpal
volatility of net revenue is to compare the VaRhatthe hypothetical buy-and-hold trading revenuesuising no intra-day
trading, for a 99%/one-day VaR, the expected nurobé&imes that trading losses should exceed Vakhduhe year is two
to three times, and, in general, if trading lossese to exceed VaR more than ten times in a ykaratlequacy of the VaR
model would be questioned. For days where losseseexthe VaR statistic, the Company examines tiverdrof trading
losses to evaluate the VaR model’s accuracy relativealized trading results.

The Company regularly conducts a comparison o¥#R-based estimates with buy-and-hold gains ore®&xperienced
(“backtesting”). The buy-and-hold gains or lossesdefined in the U.S. Basel Il as profits or Es®n covered positions, as
defined in Section 9.5 below, excluding fees, coasioins, reserves, net interest income and intradaing. The buy-and-
hold gains or losses utilized for Regulatory VaRkiesting differs from the daily net trading revenas disclosed in
“Quantitative and Qualitative Disclosures about kidrRisk—Risk Management—Market Risk” in Part terh 7A of the
2015 Form 10-K. The Company had no Regulatory Vaéktesting exceptions during the quarter ended idbee 31, 2015.

9.5 Covered Positions

During the quarter ended December 31, 2015, thep@agnhad exposures to a wide range of interess,ratedit spread,
equity prices, foreign exchange rates and commaatites—and the associated implied volatilities apceads—related to
the global markets in which it conducts its tradaugivities. For more information about such expesusee “Quantitative
and Qualitative Disclosures about Market Risk—Riglanagement—Market Risk—Sales and Trading and Reklate
Activities” in Part I, Item 7A of the 2015 Form 1.

Under U.S. Basel Ill, covered positions includeling assets or liabilities held by the Companytfa purpose of short-term
resale or with the intent of benefiting from actaakxpected price movements related to its mariadting activities, as well
as, foreign exchange and commodity exposure ohiceltanking book assets. CVA is not a covered posiinder U.S.

Basel Il and as a result, hedges to the non-cavEKA are themselves not eligible to be coveredtjprs.

The Company manages its covered positions by enmgagy variety of risk mitigation strategies. Theseategies include
diversification of risk exposures and hedging. Hedgactivities consist of the purchase or sale o$itions in related
securities and financial instruments, includingasiety of derivative producteg., futures, forwards, swaps and options).
Hedging activities may not always provide effectiagigation against trading losses due to diffeemnin the terms, specific
characteristics or other basis risks that may éeétiveen the hedge instrument and the risk expdbates being hedged.
The Company manages the market risk associateditsitinading activities on a Company-wide basis,aoworld-wide
trading division level and on an individual prodbetsis. The Company manages and monitors its meskeéxposures in
such a way as to maintain a portfolio that the Camypbelieves is well-diversified in the aggregaiéhwespect to market
risk factors and that reflects the Company’s agaeegsk tolerance as established by the Compamyior management.

Valuation Policies, Procedures, and Methodologieovered Positions

For more information on the Company’s valuationigies, procedures, and methodologies for coveresitipns (trading
assets and trading liabilities), see Note 2 (Sigaift Accounting Policies) and Note 3 (Fair Valués)the consolidated
financial statements in Part Il, Item 8 of the 2@Fdsm 10-K.

9.6 Stress Testing of Covered Positions

The Company stress tests the market risk of item@m positions at a frequency appropriate to eactigtio and in no case
less frequently than quarterly. The stress teske fato account concentration risk, illiquidity wrdstressed market
conditions and other risks arising from the Compaimading activities.

In addition, the Company utilizes a proprietary rmmic stress testing methodology that comprehelysimeasures the
Company’s market and credit risk. The methodologgyutates many stress scenarios based on more thaye&@s of
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historical data and attempts to capture the diffeliquidities of various types of general and sfiecisks. Event and default
risks for relevant credit portfolios are also captl

Furthermore, as part of the Federal Reserve’s di@maprehensive Capital Analysis and Review, commogferred to as

“CCAR,” the Company is required to perform annugbital stress testing under scenarios prescribetieirederal Reserve.
The stress testing results are submitted to theerakdReserve and a summary of the results undesdiierely adverse
economic scenario is publicly disclosed. For manéorimation on the Company’s capital plans and strests, see
“MD&A—Liquidity and Capital Resources—Regulatory ¢Rérements” in Part Il, Item 7 of the 2015 FormHK.0-

10 Operational Risk

As defined by Basel Ill, operational risk is thekriof loss resulting from inadequate or failed in& processes, people, and
systems or from external events (including legs# but excluding strategic and reputational rifje Company may incur
operational risk across the full scope of its besactivities, including revenue-generating aitisie.g., sales and trading)
and support and control groupe.d;, information technology and trade processing). Bofurther discussion of the
Company’s operational risk, see “Quantitative andal@ative Disclosures about Market Risk—Risk Magagnt—
Operational Risk” in Part Il, Item 7A of the 2016r 10-K.

As an advanced approach banking organization, thep@ny is required to compute operational risk RWAfg an
advanced measurement approach. The Company hatiststd an operational risk framework to identifygasure, monitor
and control risk across the Company. Effective apenal risk management is essential to reduciedrttpact of operational
risk incidents and mitigating legal and regulatdsks. The framework is continually evolving to aoat for changes in the
Company and to respond to the changing regulatedytaisiness environment. The Company has implemegerational
risk data and assessment systems to monitor argzanaternal and external operational risk evetisassess business
environment and internal control factors and tdqren scenario analysis. The collected data elenanetsncorporated in the
Company'’s operational risk capital model. The magtedompasses both quantitative and qualitative esisn Internal loss
data and scenario analysis results are direct snfutthe capital models, while external operationisl incidents and
business environment and internal control factoes evaluated as part of the scenario analysis psocEhe Company
maintains governance, review, and validation preege®f its advanced measurement approach framework.

The Company uses the Loss Distribution Approacmaadel operational risk exposures. In this approbds frequency and
severity distributions are separately modeled ut#iegCompany’s internal loss data experience antbated to produce an
Aggregate Loss Distribution at various confideneeels over a one-year period. Regulatory Operdti®isk capital is

calculated at the 99.9% confidence level. The rhat¥® includes Scenario Analysis estimates to dement the Internal
Loss Data model. Scenario Analysis is a forwarddiog systematic process to obtain plausible highegty and low

frequency estimates of operational risk losses haseexpert opinion. This modeling process is penéa separately on
each of the units of measure. The results are ggtgd across all units of measure, taking into aecdiversification, to

determine operational risk regulatory capital.

In addition, the Company employs a variety of giskcesses and mitigants to manage its operatitskaerposures. These
include a strong governance framework, a compretendsk management program and insurance. The @aynp
continually undertakes measures to improve infaasire and mitigate operational risk. The goal loé tCompany’s
operational risk management framework is to idgraifid assess significant operational risks anchsure that appropriate
mitigation actions are undertaken. Operationalsrigkd associated risk exposures are assessetiaatathe risk tolerance
established by the Company’s Board of Directors aredprioritized accordingly. The breadth and raofjeperational risk
are such that the types of mitigating activitiee aride-ranging. Examples of activities include #mhancing defenses
against cyberattacks, use of legal agreementsa@muacts to transfer and/or limit operational rsdposures; due diligence;
implementation of enhanced policies and proced@raeption management processing controls; anégation of duties.

See “Capital Adequacy” in Section 4 herein for @@mpany’s operational risk RWAs at December 315201
11 Supplementary L everage Ratio
The Company and its U.S. Bank Subsidiaries areimedjto publicly disclose their U.S. Basel Il Slgmentary Leverage

Ratios (“SLR”"), which will become effective as gpital standard on January 1, 2018. In additioth®SLR, the Company
is also subject to a Tier 1 leverage ratio cagitahdard that is currently in effect.
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The Tier 1 leverage ratio and SLR are capital messthat are both computed under U.S. Basel liisiteonal rules, with
the primary difference between the two being th&t SLR denominator includes off-balance sheet axgss The SLR
denominator is calculated for each reporting pebaded on the average daily balance of consolidatebalance sheet
assets under U.S. GAAP during the calendar qulassrcertain amounts deducted from Tier 1 capitguarter-end. The
SLR denominator also includes the arithmetic mdamanth-end balances during the calendar quarteedin off-balance
sheet exposures associated with derivatives (ingduderivatives that are centrally cleared for miée and sold credit
protection), repo-style transactions and otherbafince sheet items. For more information on thgplementary leverage
ratio, see “MD&A—Liquidity and Capital Resources—@#atory Requirements—Supplementary Leverage Ratid?art
I, Item 7 of the 2015 Form 10-K.

Summary comparison of accounting assets and pro forma supplementary leverage ratio: The following table presents the
consolidated total assets under U.S. GAAP and thégoma supplementary leverage exposure.

At
December 31, 2015

(dollarsin millions)

Total conSolidated ASSEIS(L) .. uueue e ettt e e e e e e e $ 787,465

Consolidated daily average total aSSEIS(2). ... ueueereiuieiie it e e eeeaans $ 813,715
Adjustment for investments in banking, financia§urance or commercial entities that are
consolidated for accounting purposes but datthie scope of regulatory consolidation......... -
Adjustment for fiduciary assets recognized orabeé sheet but excluded from total leverage

1234010 1] = -
Adjustment for derivative EXPOSUIES() ... uueurirruteererniueieereaersrnsseaeaeeesseneaeaennrerenenens 216,317
Adjustment for repo-style tranSactioNS(R) . ....uueuieie e e 15,064
Adjustment for off-balance sheet eXposSUres(3).....o.iu i e 62,850
(01 =T = To [0 IS g 1T o1 ES € T PP (10,141)

Pro forma supplementary [eVerage eXPOSUIE ........eueee et eneaee e eaanearaeaeareaeanenenns $ 1,097,805

(1) Total consolidated on-balance sheet assets un@eiGAAP.

(2) Computed as the average daily balance of consetidatal assets under U.S. GAAP during the calegdarter.

(3) Computed as the arithmetic mean of the month-efahbas over the calendar quarter.

(4) Reflects adjustments to Tier 1 capital, includingatiowed goodwill, transitional intangible assetsitain deferred tax assets, certain investmentisel capital
instruments of unconsolidated financial institus@nd other adjustments.
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Supplementary leverage ratio: The following table presents the Company’s Tideverage ratio, as well as the detailed
components of the SLR computation, under U.S. Béisehnsitional rules.

At
December 31, 2015
(dollarsin millions)

On-balance-sheet exposures
On-balance sheet assets (excluding on-balance assats for repo-style transactions and derivative
exposures, but including cash collateral receiaedkerivative transactions)(1)........ccvevevevevnnnns $ 532,653
Less: Amounts deducted from tier 1 capital(2)......ouvrieieieieiiiiii e (10,141)
Total on-balance sheet exposures (excluding oarisal sheet assets for repo style
transactions and derivatives exposures, butdmatucash collateral received in
iN derivative tranSACHONS) . ... .. u ettt e e e e e e e e e ea e e e e e enenend $ 522,512

Derivative disclosures

Replacement cost for derivative exposures (netash variation margin)(1).......coovveveveieieenennss $ 30,457
Add-on amounts for potential future exposure (PIEEHerivatives(3)......ccovovvvviiiniiniiiieninenens. 167,526
Gross-up for cash collateral posted if deductecthfthe on-balance sheet assets, except for cash

variation margin that meets qualifying Criteria(3.......cou i 6,173

Less: Deductions of receivable assets for casiation margin posted in derivative
transactions, if included in on-balance SBESSELS..........ccvviiiiiiii -
Less: Exempted CCP leg of client-cleared trai@a@m(4) . .......ocuerereriiiiiieeeiieeeeaereenenns, -

Effective notional principal amount of sold creplibtection(3)......c.ocveveieiiiiiiiiiiiiiieineiaeaaaes 793,170
Less: Effective notional principal amount effs and PFE adjustments for sold credit

o] fo 1 (=Tox 1T0] o (6 T PP (750,552)

Total dErVatiVES EXPOSUIES . v uueutt ettt e etiretssaeea e st e et et eteaseraeareareneaeanenrnenens $ 246,774

Repo-style transactions
On-balance sheet assets for repo-style transaciioeiuding the gross value of receivables for
reverse repurchase transactions and the valsecofities that qualified for sales treatment, and
excluding the value of securities received ieeusity-for-security repo-style transaction where

the securities lender has not sold or re-hypatteetthe securities received(l).........cocvvvuvnenens $ 316,950
Less: Reduction of the gross value of receivabigeverse repurchase transactions by cash
payables in repurchase transactions undéngetgreements(1).....ccovveveiriiieiiieinineinnnenns (66,345)
Counterparty credit risk for all repo-style tratBaNS(3).....covvveiriiiiiii s 15,064
Exposure for repo-style transactions where a l@n&irganization acts as an agent.................. -
Total repo-Style traNSACHONS. . ...v ettt et e e re e e e e e e e e ae e e e $ 265,669

Other off-balance sheet exposures

Off-balance sheet exposures at gross notional BBEB)(5)....cvvvevriuiiiieieiiieieiiirereeieaerenans $ 130,811
Less: Adjustments for conversion to creditiegl@ént amounts(3)......cccveveviiiiiieiiiiinnenenn, (67,961)
Total off-balance ShEEt EXPOSUIES. ...ttt e r e e ees $ 62,850
Pro forma supplementary leVerage EXPOSUIE. ... . ... et eiae et et e ee e e eee e eeaenaaenes $ 1,097,805
L= g o= o1 =1 () TR PP 66,722
Pro forma supplementary leverage ratiof). ... .uueeereieiiieiieeeeseeae e see e e aeasaeneens 6.1%
TIer 1 1eVerage ratio(8). . .. c e u ettt e e ettt e e e e tr e e a e e e e e e e e e e n e eraaaeaens 8.3%
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Computed as the average daily balance of consetidatal assets under U.S. GAAP during the calegdarter.

Reflects adjustments to Tier 1 capital, includingaiowed goodwill, transitional intangible assetsttain deferred tax assets, certain investmentisel capital
instrument of unconsolidated financial instituti@rsl other adjustments.

Computed as the arithmetic mean of the month-efahbes over the calendar quarter.

In accordance with U.S. GAAP, the Central Counteyp@CCP)-facing leg of client-cleared transactigm#ot included in on-balance sheet asset; thereém
adjustment is not required under the SLR rules.

Off-balance sheet exposures primarily include legdcommitments, forward starting reverse repurchegreements, standby letters of credit and other
unfunded commitments and guarantees.

Amount represents Tier 1 capital calculated und&: Basel lll transitional rules.

The supplementary leverage ratio equals Tier ltalafialculated under U.S. Basel Il transitionales) divided by the pro forma supplementary legera
exposure.

The Tier 1 leverage ratio equals Tier 1 capitalo{dated under U.S. Basel Il transitional rules)idied by the average daily balance of consolidatedalance
sheet assets under U.S. GAAP during the calendateqy adjusted for disallowed goodwill, transiintangible assets, certain deferred tax assettain
investments in the capital instruments of uncodsbéd financial institutions and other adjustmémtsccordance with U.S. Basel Ill rules.
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For the quarterly period ended

December 31, 2015
2015
Annual Report Basel I11
Basel 111 Pillar 3 Reguirement  Description on Form 10-K Pillar 3 Report
(Disclosure starts on page number)
Scope of Application BUSINESS 1+ asssssssnnnsssssssnsssssimsnnsssssssanssssssanssssnnns 1 1
Regulatory capital frameworks s sveessvessssesnsnsnsassnnsnnssnnnnns 85 1
Capital Structure Capital INStrUMENTS. v suasusssssnsnnssssassnsrnssssasnnssssasnnsns 87,194, 218 2
Restrictions and other major impediments to fiemsf funds or capital ... 16, 119, 214 2
Capital StTUCTUM. s v s s ssnsunssssasanssssnssnsnnssssnsnnsnnsnsnnns 89 2
Capital Adequacy Required capital framework v v vssesriassiasssssnsnssiassnnnsnnnss 95 2
Credit risk, market risk and operational risk ReVIl-forwards . vuvsvusus, 91 3
Risk management objectives, structure and psliCi€..svsesrvassnanrns 98 4
Credit Risk Credit risk and credit risk management framewarks s v v v svarisrasnns 107 4
RiSK gOVErnance StruCtU . v v s susesssassnnsssnssnnnsnnnssnnssnnnss 98 4
Master netting agreements and collateral agreBmen. s v v svasvsrnsa: 167, 181 6
GUATANEES: s s s sssssasasssssssssssssnssssssssssnsssssssnssnsnns 199 6
Reconciliation of changes in allowance for l0assES. v vsvasvarisrasunss 189 6
Credit quality iINdiCatQr s s svasssnassnnnsssasssnsssnsssnnsasnsnsnsnnns 186 6
Determination of past due or delinquency StafusS. v s svessssasunsssrass 187 6
Identification of impaired loans for financial@nting purposes. .. vuvass. 138 6
General Disclosure for Wholesale  Use of collateral as a credit risk mitigants arabtar netting agreements. 167, 181 9
Counterparty Credit Risk of Derivati \/ajyation approaches .. 131, 141 10
Contracts, Repo-Style Transactions ot derivatives. s s u s sesssssssssssessensssnessensssenesseneses 114, 173 11
and Margin Lending Additional collateral requirements due to crediing downgrade......... 82 12
Credit Risk Mitigation Impact of netting on the Company's credit eXpOSUI€. s v v s v svnssssnss: 107 13
Equities Not Subject to Market Risk Valuation techniques related to iINVEStMeNS. vvassseesssssnnasnnassns 131 15
Capital Rule Deductions under the Volcker Rule 3 15
Securitization Securitization tranSaCtioNS. v s svasissassasiartssasiasinsassasanrinns 212 16
Accounting and valuation techniques related tQISBZatioN v vvevuvsrasns 129, 141, 205 16
Interest Rate Risk for Non-Trading Interest rate risk sensitivity analysiSi «cvviesssesriassnansnsnsssnssnns 106 20
Activities
Market Risk Management VaR model, related statistics and linaihitoring process... 102 21
Daily net trading reVEeNUES. s s vasusssssassnssssasnnsnnssssasnnsnnsns 106 24
Primary market risk exposures and market riskagament. 102 25
Valuation policies, procedures and methodologiesdvered positions. . . 131, 141 25
Capital plans and Stress teStS s v e svassnansnsssnnnsssassnnssnnnss 93 25
Operational Risk OPEratioNal RISK. + v+ v v v sassssssssrreennnnnsssreesssnnssssssssrnnns 118 26
Supplementary Leverage Ratio Supplementary Leverage RatiOs s sussssssssssassnsnnsnsnnsnnsnnsnns 94 27
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