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The earnings season started this week with JPMorgan Chase reporting earnings. This earning 
season will be particularly interesting because of the pandemic and recession. We will know for 
sure the effects of these events on the economy and markets.  
 

 
 
The drop from revenues is not that much but the company's net income fell by 66% compared to 
the previous quarter.  
 

 
 
Most of the expenses come from credit losses, something we will talk about in more detail later 
in this analysis.  



 
The ROE of JPM fell to 4% this quarter and the ROTCE fell to 5%.  
 

 
 
The higher than average ROTCE was something JPM was very proud of. It is not surprising to 
see the ROTCE fall in this recession. It fell in the last recession as well and we know that last 
time was really a banking crisis.  



 

 
 
 
 
Let’s look at the individual business segments. 
 

 
 
Consumer and Community banking was disastrous. Most of the expenses come from credit 
losses as millions of customers are without a paycheck and unable to repay their loans.  
 
We don’t have the latest data yet but delinquency rates on most of the major personal loans 
were increasing and now, it has gone much worse.  



 

 
 

 
 
  
 



 
 

 
 
Markets and Securities services were up with increased trading but that was not enough to 
counteract the losses from banking. But the segment remains profitable. 
 

 
Commercial banking suffered big credit losses as well.  
 



 
 
 

 
 
Asset and Wealth management was the least affected by the recession as the ultra wealthy are 
not really taking their investments away. They are just moving into different asset classes.  
 

 
The ROE only fell by 4 basis points in this segment with a 4 basis point fall in margins.  



As far as the quality of balance sheet is concerned, JPM remains a fortress. 
 

 
So far, the recession didn’t have much effect on the quality of the assets. But we don’t know in 
the future.  



 

 
 



Let’s have an actual look at this balance sheet.  
 

 
 
The total assets, of course, increased as more customers need loans in such times. A loan is 
always an asset on the balance sheet of a bank. It is also important to note that JPM said that 
they will be more cautious in providing mortgages. They don’t want a 2008 situation to happen 
where it was too easy to have a loan and many of these loans were bad loans. With low interest 
rates, of course, we can expect the loans to increase further, especially when things get back to 
normal. It can be a bad thing if people default on these loans. Then, the asset is gone. It is also 
important to remember than more assets doesn’t necessarily mean more profits, especially with 
low interest rates.  



 

 
 



Finally, let’s have a look at the income statement.  
 

  
 
Like we saw above, most of the losses come from customers being unable to repay their debt.  
 
This recession will be bad for the banking business. The banks are always the most affected in 
recessions but looking at the great balance sheet of JPM, I think that they will be able to 
overcome this crisis better than their competitors.  
 
JPM has a great management and I believe in this company long-term. Talking about 
management, let’s see what they had to say in the conference call.  



 

 

 
 
The bank is ready to drop the CET1 to 9.5% to support clients. 9.5% is still safe for the size that 
JPM is. The bank has been constantly asking the Fed to lift some restrictions, allowing them to 
loan more money. I think they can do it. They have a good balance sheet and as long as they 
can ensure that the loans are good loans, they can loan out more money. This will also help the 
Fed as they won’t need to print more that much money if it can come from the banks.  



 

 
 
Jamie Dimon also thinks that the bank will be able to do that.  
 

 
 
In Jamie Dimon’s letter, he talked about looking at the worst case scenario and they are 
preparing for it. It is always good when a company is preparing for a worst case scenario.  



 
That was all the important things that were discussed in the conference call. Of course, they did 
talk about more technical things but we won’t need to go into details for now. So far, the 
recession has been around for only a month. We will need to wait for more data to understand 
really how it is going to affect JPM and the economy in general.  
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