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Jamie Dimon’s Annual Letter to Shareholders - Apr 5, 2023
https://reports.jpmorganchase.com/investor-relations/2022/ar-ceo-letters.htm

Jamie Dimon’s American Dream

https://reports.jpmorganchase.com/investor-relations/2022/ar-ceo-letters.htm


Stock price doesn’t matter in the short-term.

The parallels between Warren Buffett and Jamie Dimon are impressive.







JPM generally trade at a premium to competitors



And it is trending towards the 10-year average.

JPM has outperformed the S&P 500 and the financial sector over the long-term.









Despite its large size, JPM keeps growing









Jamie Dimon’s annual letters are textbooks on leadership





I don’t think the current banking crisis can be better explained.











Public companies are a dying breed



One of the reasons why they are dying





1Q23 Earnings Analysis - Apr 15, 2023

https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/d
ocuments/quarterly-earnings/2023/1st-quarter/dff65b34-7980-4e70-be70-1ff6d9466df4.pdf

https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/1st-quarter/dff65b34-7980-4e70-be70-1ff6d9466df4.pdf
https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/1st-quarter/dff65b34-7980-4e70-be70-1ff6d9466df4.pdf


The bank reported record quarterly revenues.

Let’s look at the individual segments.











https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/d
ocuments/quarterly-earnings/2023/1st-quarter/be0fc3a0-c499-4af9-933c-6e7f75025097.pdf

https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/1st-quarter/be0fc3a0-c499-4af9-933c-6e7f75025097.pdf
https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/1st-quarter/be0fc3a0-c499-4af9-933c-6e7f75025097.pdf


https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/d
ocuments/quarterly-earnings/2023/1st-quarter/88617d8a-a183-45a7-acd9-eea77b439879.pdf

https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/1st-quarter/88617d8a-a183-45a7-acd9-eea77b439879.pdf
https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/1st-quarter/88617d8a-a183-45a7-acd9-eea77b439879.pdf






There’s not much for us to add.

Let’s see if there’s anything interesting that was said during the conference call.

https://seekingalpha.com/article/4594132-jpmorgan-chase-and-co-jpm-q1-2023-earnings-call-tra
nscript

https://seekingalpha.com/article/4594132-jpmorgan-chase-and-co-jpm-q1-2023-earnings-call-transcript
https://seekingalpha.com/article/4594132-jpmorgan-chase-and-co-jpm-q1-2023-earnings-call-transcript










Valuations

JPM had net income of $42 billion over the TTM.

We will assume they can maintain this for 2023, and falling in 2024 (let’s look at a recession
scenario)

Discount rate of 10%.

Terminal growth rate of 2%.



JPM is worth around half a trillion dollars, its ATH price.



Exit Multiples

We will use Price to Tangible BVPS as exit multiples

It is above average for the past 10 years.

There is also a premium on the stock.



Important to note that the big bank stock is the only one which outperformed the S&P 500 since
the fall of Lehman Brothers



Let’s assume 3% growth in BVPS in the next 5 years for the base case.



Conclusion

JPM is undervalued. It is a safe stock with limited growth potential, compared to what I am
looking for. Still a BUY.

2Q23 Earnings Analysis - Jul 15, 2023

I have been buying and holding JPM since 2016 but what we can note is that in late 2021, the
stock reached its intrinsic value. Maybe it could have been wiser to take some profits as I would
have avoided a drop of more than 30% on the stock.

How did I make this mistake?

I will once again say that it was laziness and lack of focus. This was the time when I was
working on my CISI exams. It was not an excuse, but I let my portfolio run too much on
autopilot. Even when it comes to a hold-forever stock like JPM, we need to know when to trim
our positions.

Let’s start by looking at the earnings presentation
https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/d
ocuments/quarterly-earnings/2023/2nd-quarter/1f617eea-d92b-46c4-8b73-4234a60f83a9.pdf

https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/2nd-quarter/1f617eea-d92b-46c4-8b73-4234a60f83a9.pdf
https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/2nd-quarter/1f617eea-d92b-46c4-8b73-4234a60f83a9.pdf


About $1.2 billion of the quarterly net income of JPM comes from the acquisition of First
Republic.



And the integration is still ongoing.



If we ignore FR, we can see that the performance of JPM is a little down compared to the
previous quarter. The magnitude of the decline in business is small and acceptable, given the
current banking environment.

There is not much to be said on the balance sheet of JPM other than they maintained the
fortress balance sheet.



JPM notes an increase in credit card delinquencies



It is not at an alarming rate but it could be a potential issue if interest rates keep rising.

There is not need to look at the other business segments as there’s nothing important to note.



https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/d
ocuments/quarterly-earnings/2023/2nd-quarter/fc5019d6-4433-4a61-a340-a9cb89c4c7e1.pdf

https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/2nd-quarter/fc5019d6-4433-4a61-a340-a9cb89c4c7e1.pdf
https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/2nd-quarter/fc5019d6-4433-4a61-a340-a9cb89c4c7e1.pdf




https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/d
ocuments/quarterly-earnings/2023/2nd-quarter/c9585f9b-75cc-4a49-b1ea-cec4423c87a7.pdf

https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/2nd-quarter/c9585f9b-75cc-4a49-b1ea-cec4423c87a7.pdf
https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/2nd-quarter/c9585f9b-75cc-4a49-b1ea-cec4423c87a7.pdf








Let’s have a look at the earnings call

https://seekingalpha.com/article/4617154-jpmorgan-chase-and-co-jpm-q2-2023-earnings-call-tra
nscript?source=content_type:react%7Csection:earnings_summary%7Csection_asset:earnings_
history%7Cfirst_level_url:symbol%7Cbutton:transcript

According to CFO Jeremy Barnum:

Before giving you more detail on financials, let me give you a brief updates on the status
of the First Republic integration on Page 2. The settlement process with the FDIC is on
schedule, the number of key milestone being recently completed. Systems integration is also
proceeding at pace and we are targeting being substantially complete by mid-2024.

First Republic employees have formally joined us as of July 2, and we're pleased to have had
very-high acceptance rates on our offers. And although it's still early days, as we get the sales
force back in the market, we are happy to see the client retention is strong with about a $6
billion of net deposit inflows since the acquisition.

Now, turning back to this quarter's results on Page 3. You'll see that in various parts of the
presentation, we have specifically called out the impact of First Republic where relevant. To
make things easier. I'm going to start by discussing the overall impact of First Republic on this

https://seekingalpha.com/article/4617154-jpmorgan-chase-and-co-jpm-q2-2023-earnings-call-transcript?source=content_type:react%7Csection:earnings_summary%7Csection_asset:earnings_history%7Cfirst_level_url:symbol%7Cbutton:transcript
https://seekingalpha.com/article/4617154-jpmorgan-chase-and-co-jpm-q2-2023-earnings-call-transcript?source=content_type:react%7Csection:earnings_summary%7Csection_asset:earnings_history%7Cfirst_level_url:symbol%7Cbutton:transcript
https://seekingalpha.com/article/4617154-jpmorgan-chase-and-co-jpm-q2-2023-earnings-call-transcript?source=content_type:react%7Csection:earnings_summary%7Csection_asset:earnings_history%7Cfirst_level_url:symbol%7Cbutton:transcript


quarter's results at the firm-wide level. Then, for the rest of the presentation, I will generally
exclude the impact of First Republic, in order to improve comparability with prior periods.

We can already see that it was a good acquisition.

Ebrahim Poonawala

Good morning. I guess just first question, following-up on the outlook for the economy,
like we've all been worried about a recession for year and there is a debate about the lag effects
of the Fed rate hike cycle when you think about -- Jeremy, I think you mentioned you have an
unemployment outlook relatively similar today versus a quarter ago. How worried should we be
in terms of the credit cycle six months to 12 months from now or are you leaning towards
concluding that maybe U.S. businesses, consumers have absorbed the late-cycle a lot better
than we expected a year ago.

Jeremy Barnum

Yes. So I am sure, Jamie has some views here. But in my in my view, I would just
caution against jumping to too many super positive conclusions based on a couple of recent
trends. And I think generally our point is less about trying to predict a particular outcome and
more about trying to make sure that we don't get too much euphoria that over concentrates
people on one particular predictions when we know that there is a range of outcomes out there.

So obviously, we were talking a lot about the potential for a soft lending right now. No lending,
neither, it's inflation or whatever and -- whether our own views on that have changed
meaningfully. I don't know, but the broader point is we continue to be quite focused on, Jamie's
prior comments that loss rates still have time to -- room to normalize even both pandemics we're
probably over-earning on credit a little bit

Obviously, we've talked about the expectation that the NII is going to come down quite a bit, so
even, forgetting about whether you've got some surprisingly negative outcomes on the economy
is always today even in the central case, you just need to recognize that there should be some
significant normalization.

Jamie Dimon

Yes. I would just add, the 5.8% is not our prediction, that is the average of the
unemployment under multiple scenarios that we have to use which hypothetical for CECL. Asset
predictions on something different and we don't know the outcome. We trying to be really clear
here, the consumer in good shape, their spending down their excess cash. That's all. Tailwinds.
If we go into recession, we're going with rather good condition, low borrowings and good, our
price-value still but the headwinds are substantial and somewhat unprecedented.



There is more Ukraine Oil Gas, market, timing, unprecedented fiscal, needs of
governments, few team which we've never experienced before, I just think people should take a
deep breath of that and we don't know those things because the soft landing in mild recession
for our recession. And obviously, sure we will be the best.

Predicting the economy is something impossible to do. It’s better to be prepared for any
scenario.

Intrinsic Value

Biases
● I have been holding this stock since 2016, often referring to it as a stock I would hold

forever
● Currently 5.1% of my portfolio
● I am a great fan of the management and particularly of CEO Jamie Dimon, often

referring to him as the greatest CEO in the world

Risks and headwinds
● If we see a recession as many are predicting, the earnings of the company will go down
● There is an ongoing banking crisis and rapid rising of interest rates might put more

pressure on the banks
● Regulations might increase

Catalysts and tailwinds
● Interest rates will remain higher for some time to fight inflation
● Bank is globally diversified and can still grow
● The bank has great management with great metrics

Assumptions
● It is hard to determine the net income of a bank, let alone the FCF, which has very little

significance given the nature of the business
● A bank will usually have credit reserves to protect its balance sheet against bad loans

and these credit reserves depend on the economy
● A good metric to look at the growth of a bank is the tangible book value



● We should also see the ratio of tangible book value to book value.



It has been around 75-78% for some years now.



● We can estimate long-term ROTE of 15%
● The company grew its TBV by 4.6% annually over the past 10 years with 3.9% growth

over the past 5 years
● Let’s assume annual growth of 3.5% going forward
● We use a discount rate of 7%
● No terminal growth rate as it becomes hard to estimate growth over the long-term in

perpetuity



JPM is undervalued

Margin of Safety



JPM has a higher Tangible Book Value ratio compared to competitors but it is still lower
compared to recent highs

A margin of safety of 20% seems like a good idea, putting the buy price at $160/share.

Conclusion



JPM is undervalued, and there is a margin of safety. But there are other stocks in my portfolio
that can give better returns. I will give it a HOLD rating.
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