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Even if it occasionally costs $25 billion or so, it's good to be a big bank.
That seemed to be the lesson Tuesday at JPMorgan Chase (JPM), which shrugged off its most
recent round of eye-popping settlement costs to report a $5.3 billion fourth-quarter profit. While
revenue and net income fell, and few of its core businesses showed robust growth, the biggest
bank in the country was able to reach into its large and diversified operations to offset a new $1.1
billion in legal expenses and to report the recurring profits that assuage most investors' concerns
about the bank's manifold regulatory troubles.
JPMorgan released $1.2 billion in reserves for its consumer banking operations, citing fewer
losses on its credit cards and mortgages, and relied on more than $1.1 billion of one-time benefits
from selling off some of its shares in Visa (NYSE:V) and a building in downtown Manhattan.
The bank's net income was $1.30 per share, or $1.40 excluding one-time items, compared with
the average analyst estimate of $1.37; profit fell 7.3% from a year earlier, when JPMorgan
reported profit of $5.69 billion, or $1.39 per share.
Investors and analysts were largely content, if not overjoyed, with the bank's performance; shares
were up less than 1% by midday. Like smaller rival Wells Fargo (WFC), which on Tuesday said
it cut costs to offset a sharp drop in fourth-quarter mortgage lending, JPMorgan's size and
diversity of operations buoyed revenue declines in investment banking and mortgage lending.
The bank also took a $1.5 billion accounting charge in its corporate and investment bank.
"They certainly have their hands in a number of different businesses, and that's the idea behind
diversification," says Jason Ware, an analyst with Albion Financial. "Investment banking was
soft, but … there are enough levers there that they can pull where, yeah, they bring in $5 billion
in profit."
Besides one-time items, some of JPMorgan's levers this quarter included auto loan originations,
which rose 16% year over year to $6.4 billion, and its large asset-management business, which
reported a 15% jump in revenue, to $3.2 billion. Chief Executive Jamie Dimon also called
himself optimistic about the overall economy and the potential positive impact that could have
on the bank's businesses later this year.
"If you have a U.S. economy starting to grow, you will see loan growth. … We actually are
optimistic [about] the U.S. economy in particular," Dimon told analysts during a conference call
Tuesday.

Dimon's leadership and risk management have been the subject of much criticism from
regulators and industry observers, if not from his bank's investors, since its London trading office
lost $6 billion in 2012. The bank has paid almost $25 billion in the past year to settle a wide
array of criminal and civil charges, including a $13 billion agreement with the government in
November relating to its sales of mortgage-backed securities before the financial crisis, and a
$2.6 billion deal this month to settle charges over its involvement in Bernard Madoff's Ponzi
scheme.
Chief Financial Officer Marianne Lake on Tuesday indicated that most of the bank's big payouts
are behind it, although she could not guarantee an end to its days negotiating with federal and
state authorities.
"We do believe we have our [legal] reserves aligned to the issues as we know them," she told
reporters during a conference call on Tuesday.
Costs from the massive fines dampened but did not derail JPMorgan's profits, which the bank's
executives and investors have regularly held up as a rebuke to those raising concern about its
leadership or risk-taking.
"They're run by really smart managers," Ware says. "I would argue that [Dimon's] reputation has
been tarnished to some degree given the London Whale debacle and the fines they've had to pay
out … but at the end of the day, I still think he's done some really great things and he has some
respect in the power circles that matter the most."
Dimon last year successfully rebuffed a shareholder attempt to strip him of his chairman's title,
and it currently appears unlikely that he will face a similar investor revolt this year. But the onceoutspoken banker has been avoiding some of the showy or pugnacious rhetoric he became
known for in better times.
On Tuesday, he was largely silent during a conference call with reporters while Lake, his CFO of
one year, ran the show. Even when directly asked about his opinion of the newly finalized
Volcker Rule, Dimon initially stayed quiet while Lake answered: "It's our best assessment right
now that we will be able to be materially compliant with the rule" by its deadline, she said.
Pressed again for his opinion, Dimon would only allow that as the result of various changes to
the capital standards, liquidity rules and trading restrictions for banks, including the Volcker
Rule, "the system is significantly stronger."

