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Overview: changes after 2008

® The investment banking industry was transformed during

2008 when five large US pure-play/non-deposit taking firms
experienced the following events:

® Bear Stearns (i ##i%) was sold to JP Morgan (%4t %:@)

® Lehman Brothers(s ¢ 2#) filed for Bankruptcy protection and

then sold its US operations to Barclays(ai%) and European and

Asian businesses to Nomura (# iz %)
e Merrill Lynch (£+#) was sold to Bank of America (£ ®447)
® Goldman Sachs (5%) converted to a bank holding company

® Morgan Stanley (4 + 4 4) converted to a bank holding

comp any
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Overview: what to do?

Investment Banking Business

« Arranges financings for corporations and
governments: debt; equity; convertibles.

» Advises on M&A transactions. Trading Business

» Sells and trades securities and other financial assets
as an intermediary on behalf of institutional investing
clients.

« Operates in two business units: Equity and Fixed
Income, Currency, and Commodities (FICC)".

Asset Management Business « Provides research to investing clients.

« Offers equity, fixed income, alternative investments,
and money market investment products and services
principally to individual investing clients.

« For alternative investment products, the firm
coinvests with clients in hedge funds, private equity,
and real estate funds.

Note 1: Fixed income refers to an investment such as a bond that
yields a regular (or fixed) periodic return; currency refers to foreign
exchange (FX); commodities refer principally to energy- and metals-
based commodities.




Overview: Case 1 Goldman

Goldman Sachs Principal Businesses

End of the year % of 2015 Net
Revenues
S in millions 2014
Investment Banking 21%
Net revenues S 7,027.00 S 6,464.00 S 6,004.00
Operating expenses S 3,713.00 S 3,688.00 S 3,479.00
Pre-tax earnings S 3,314.00 S 2,776.00 S 2,525.00
Institutional Client Services 45%
Net revenues $15,151.00 $15,197.00 $15,721.00
Operating expenses $13,938.00 $ 10,880.00 $11,792.00
Pre-tax earnings S 1,213.00 S 4,317.00 S 3,929.00
Investing & Lending 16%
Net revenues $ 5,436.00 S 6,825.00 $ 7,018.00
Operating expenses S 2,402.00 S 2,819.00 S 2,686.00
Pre-tax earnings S 3,034.00 S 4,006.00 S 4,332.00
Investment Management 18%
Net revenues S 6,206.00 S 6,042.00 S 5,463.00
Operating expenses S 4,841.00 S 4,647.00 S 4,357.00
Pre-tax earnings S 1,365.00 S 1,395.00 S 1,106.00

™




Overview: Case 2
J.PMorgan

JP Morgan Chase Principal Businesses

JPMorgan Chase
Consumer Businesses Wholesale Businesses
Commercial Asset
Consumer & Community Banking Corporate & Investment Bank Banking Management
Consumer & Mortgage Card, Commerce Banking Markets & Investor * Middle * Global
Business Banking Solutions & Auto Services Market Investment
Banking Banking Management
» Consumer * Mortgage * Card * Investment * Fixed « Corporate « Global
Banking/ Production Services Banking Income Client Wealth
Chase Wealth * Mortgage - Credit * Treasury Markets Banking Management
Management Servicing Card Services Equi )
o : * Equity * Commercial
:“"’ * Real Estate - Commerce * Lending Markets Term
Banking Portfolios Solutions ¢ Bt Lending
¢ Auto & Services .
Real Estate
Student  Credit Banking
Adjustments
& Other

Source: JPMorgan Chase 2015 Annual Report




Overview: Case 3
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* Investment Banking Division
o Trading Division

® Asset Management Division




Investment Banking Division

Investment Banking Division

Geographical

Coverage Groups

(Relationship Management)

Mergers & Acquisitions

Product Groups

Equity Capital Markets
Investment
Grade
High'Yield
FX, Debt Risk Mgmt, and
Credit Rating Advisory.
Securitized Products Private
Placements

Debt Capital Markets

Dl 11




Product: Financing

Financing Alternatives

Convertible
securities

[nvestment
grade

Non-
investment
grade

Preferred

Optional
conversion
convertibles

Mandatory
conversion

convertibles

Commercial paper

Asset-backed securities

Investment grade loans

High grade bonds

Asset-backed securities

Leveraged loans
High yield bends

Interest
rate




-

Product: Merger and Acquisition

Merger & Acquisition Products

Sell Side *» Involves the sale, merger, or disposition of a company

assignment » Highest priority since higher probability of completion

Buy Side * Involves the purchase of a company

assignment » Lower priority since lower probability of completion

Merger of » The merger of two companies of equal assets that have comparable market value

Equals (MOE)

Joint Venture » Two companies contribute assets and form a new entity to undertake economic
activity together

Public Market *» Includes carve-out, spin-off, and tracking stock

Separation » Completed in coordination with equity capital markets group

Hostile Defense » Raid defense: defense against a specific take-over proposal
» Anti-raid preparation: work to deter future unsolicited take-over activity
» Advice to hostile bidders: strategic and tactical advice on initiating an unsolicited
take-over

See Chapter 4 for a detailed description of these products




® Investment Banking Division

o Trading Division

® Asset Management Division




Trading Division: Production

* Fixed Income, Currencies and Commodities (FICC)
Business

* Government Bonds, corporate bonds, mortgage-related

securities, asset-backed securities
e Commodities and foreign exchange
® Equities Business

® Common stock

® Convertible securities




Trading Division: Business

o Responsible for all investment-related transactions with
institutional investors, including financial institutions,
investment funds and cash management arms of governments and

corporations. (3878 )
® Make markets and clear on exchanges.

e Responsible for a limited amount of principal investments for the

firm s own account and limited proprietary trading.
¢ Trade derivatives as well as underlying (Cash) securities.

® Provide research to investing clients.




Trading Division: Funding source(s)
* Client Related Trading

e Help investing clients make money while the firm also achieves

trading profits

® Primary and secondary market trading activity

* ProprietaryTrading (for the firm’s own account)
e Similar to the trading activities of hedge funds

¢ Financial reform legislation will likely reduce proprietary

trading over time




® Investment Banking Division
o Trading Division

* Asset Management Division




Asset Management Division

Asset Management

Asset Management Division

Asset Management Private Wealth Management

Monhey management of
mutual funds, separately
managed accounts, annuities,
alternative investments and
other investments

Helping high-net-worth
individuals, families and
foundations toinvest, allocate
and preserve wealth




Asset Management Division

® Asset Managers manage money for clients brought in my

Private Wealth (PW) advisors (£M: F#HFE)
e PW advisors help investing clients allocate investment funds

® Asset Managers receive fees from managing money and
then share these fees with PW advisors

® Asset Managers manage stock, bond, FX, commodity
and real estate funds, as well as funds focused on hedge

fund and private equity fund—type investments




R RITHRAT 5 A L RAT A9 X )

o s b 575 B N B
o MLLIT: UMBEAARTRKLFIZS, TR2E2TRINRERK
AR BBEEEFLYS, RETFREFHT2EE
Ko
o BEBAT: BEFXATH LS, GigiihARE WRE. ik
EIT) #2axp., AMEangEin., FEEE, ke
Z ikt (eBEASBTNES, MR ~R) F, RETHLLE
BETAF KB,




R BICRAT 5B LRATH X A

s TR FRERNEHIERR
e ML4IT: T2 I 2 RkANKRER, FHBETEMIEK (Unk
HAESH E) , REeEmABMKILE RKIEE T2 HTIE, R
&1 %F A8 3R F o
o BEAHAT: FEZLZRMT AT HaET (AT MHA. BFRT
), RAGHEAEEKRE, LHEALFRES.,. NES5F AT 5K
) = AR K o

ju)




ju)

HE: ZTHRITER LEITOR A
. BPFBARERE RALRR

o WLARIT: BPBLEZ 2, WHAA, PPALRARS Y Rtk
AR E (eBAEKP. REZH)

o BT bk, MHMBETHFRASZFENMAALSEF, &
fEE I, B IR S, Blde AR S5 AR PRI AT
2, A F RN 2 aREAN N S LT S, KT E B Ak
.




