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$

Auto Callable Contingent Interest Notes Linked to the Common Stock of Apple Inc. due December
26, 2019

Fully and Unconditionally Guaranteed by JPMorgan Chase & Co.
General

●

The notes are designed for investors who seek a Contingent Interest Payment if, (1) with respect to any Review Date
(other than the final Review Date), the closing price of one share of the Reference Stock or, (2) with respect to the
final Review Date, the Final Stock Price is greater than or equal to 78.25% of the Initial Stock Price, which we refer
to as the Interest Barrier. Investors should be willing to forgo fixed interest and dividend payments, in exchange for
the opportunity to receive Contingent Interest Payments.

●
Investors in the notes should be willing to accept the risk of losing some or all of their principal if a Buffer Event (as
defined below) has occurred and the risk that no Contingent Interest Payment may be made with respect to some or all
Review Dates. Contingent Interest Payments should not be viewed as periodic interest payments.

●
If the closing price of one share of the Reference Stock is greater than or equal to the Interest Barrier on any Review
Date, investors will receive, in addition to the Contingent Interest Payment with respect to that Review Date, any
previously unpaid Contingent Interest Payments for prior Review Dates.

●
The notes will be automatically called if the closing price of one share of the Reference Stock on any Review Date
(other than the final Review Date) is greater than or equal to the Initial Stock Price. The earliest date on which an
automatic call may be initiated is March 21, 2019.

●

The notes are unsecured and unsubordinated obligations of JPMorgan Chase Financial Company LLC, which we refer
to as JPMorgan Financial, the payment on which is fully and unconditionally guaranteed by JPMorgan Chase & Co.
Any payment on the notes is subject to the credit risk of JPMorgan Financial, as issuer of the notes, and the
credit risk of JPMorgan Chase & Co., as guarantor of the notes.
●Minimum denominations of $10,000 and integral multiples of $1,000 in excess thereof
Key Terms

Issuer: JPMorgan Chase Financial Company LLC, an indirect, wholly owned finance subsidiary of
JPMorgan Chase & Co.

Guarantor: JPMorgan Chase & Co.
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Reference
Stock:

The common stock of Apple Inc., par value $0.00001 per share (Bloomberg Ticker: AAPL). We refer
to Apple Inc. as “Apple.”

Contingent
Interest
Payments:

If the notes have not been automatically called and (1) with respect to any Review Date (other than
the final Review Date), the closing price of one share of the Reference Stock on that Review Date or,
(2) with respect to the final Review Date, the Final Stock Price is greater than or equal to the Interest
Barrier, you will receive on the applicable Interest Payment Date for each $1,000 principal amount
note a Contingent Interest Payment equal to at least $20.00*, plus any previously unpaid Contingent
Interest Payments for any prior Review Dates.

If the Contingent Interest Payment is not paid on any Interest Payment Date, that unpaid Contingent
Interest Payment will be paid on a later Interest Payment Date if the closing price of one share of the
Reference Stock on the Review Date related to that later Interest Payment Date is greater than or
equal to the Interest Barrier.
You will not receive any unpaid Contingent Interest Payments if the closing price of one share of the
Reference Stock or the Final Stock Price, as applicable, on each subsequent Review Date is less than
the Interest Barrier.

* The actual Contingent Interest Payment will be provided in the pricing supplement and will not be
less than $20.00 per $1,000 principal amount note.

Interest Barrier /
Buffer
Threshold:

An amount that represents 78.25% of the Initial Stock Price

Automatic Call:

If, with respect to any Review Date (other than the final Review Date), the closing price of one share
of the Reference Stock is greater than or equal to the Initial Stock Price, the notes will be
automatically called for a cash payment, for each $1,000 principal amount note, equal to (a) $1,000
plus (b) the Contingent Interest Payment applicable to that Review Date plus (c) any previously
unpaid Contingent Interest Payments for any prior Review Dates, payable on the applicable Call
Settlement Date.

Payment at
Maturity:

If the notes have not been automatically called and a Buffer Event has not occurred, you will receive
a cash payment at maturity, for each $1,000 principal amount note, equal to (a) $1,000 plus (b) the
Contingent Interest Payment applicable to the final Review Date plus (c) any previously unpaid
Contingent Interest Payments for any prior Review Dates.
If the notes have not been automatically called and a Buffer Event has occurred, at maturity you will
lose 1.27796% of the principal amount of your notes for every 1% that the Final Stock Price is less
than the Initial Stock Price by more than the Buffer Amount. Under these circumstances, your
payment at maturity per $1,000 principal amount note will be calculated as follows:
$1,000 + [$1,000 × (Stock Return + 21.75%) × 1.27796]
If the notes have not been automatically called and a Buffer Event has occurred, you will lose some
or all of your principal amount at maturity.

Buffer Event: A Buffer Event occurs if the Final Stock Price (i.e., the arithmetic average of the closing prices of one
share of the Reference Stock on the Ending Averaging Dates) is less than the Buffer Threshold.

Buffer Amount: 21.75%

Stock Return:
(Final Stock Price – Initial Stock Price)

                Initial Stock Price
Initial Stock
Price: The closing price of one share of the Reference Stock on the Pricing Date

Final Stock
Price:

The arithmetic average of the closing prices of one share of the Reference Stock on the Ending
Averaging Dates

Stock
Adjustment

The Stock Adjustment Factor is referenced in determining the closing price of one share of the
Reference Stock and is set initially at 1.0 on the Pricing Date. The Stock Adjustment Factor is subject
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Factor: to adjustment upon the occurrence of certain corporate events affecting the Reference Stock. See “The
Underlyings — Reference Stocks — Anti-Dilution Adjustments” and “The Underlyings — Reference Stocks —
Reorganization Events” in the accompanying product supplement for further information.

Pricing Date: On or about December 7, 2018
Original Issue
Date
(Settlement
Date):

On or about December 12, 2018

Review Dates†: March 21, 2019, June 20, 2019, September 19, 2019 and December 20, 2019 (final Review Date)
Ending
Averaging
Dates†:

December 16, 2019, December 17, 2019, December 18, 2019, December 19, 2019 and the final
Review Date

Interest
Payment Dates†: March 26, 2019, June 25, 2019, September 24, 2019 and the Maturity Date

Call Settlement
Date†:

If the notes are automatically called on any Review Date (other than the final Review Date), the first
Interest Payment Date immediately following that Review Date

Maturity Date†: December 26, 2019
CUSIP: 48130WJU6

†

Subject to postponement in the event of certain market disruption events and as described under “General Terms of
Notes — Postponement of a Determination Date — Notes Linked to a Single Underlying — Notes Linked to a Single
Underlying (Other Than a Commodity Index)” and “General Terms of Notes — Postponement of a Payment Date” in the
accompanying product supplement
Investing in the notes involves a number of risks. See “Risk Factors” beginning on page PS-10 of the
accompanying product supplement and “Selected Risk Considerations” beginning on page PS-1 of this pricing
supplement.

Neither the Securities and Exchange Commission (the “SEC”) nor any state securities commission has approved or
disapproved of the notes or passed upon the accuracy or the adequacy of this pricing supplement or the accompanying
product supplement, prospectus supplement and prospectus. Any representation to the contrary is a criminal offense.

Price to Public (1) Fees and Commissions (2) Proceeds to
Issuer

Per note $1,000 $ $
Total $ $ $

(1)See “Supplemental Use of Proceeds” in this pricing supplement for information about the components of the price topublic of the notes.

(2)

J.P. Morgan Securities LLC, which we refer to as JPMS, acting as agent for JPMorgan Financial, will pay all of the
selling commissions it receives from us to other affiliated or unaffiliated dealers. In no event will these selling
commissions exceed $10.00 per $1,000 principal amount note. See “Plan of Distribution (Conflicts of Interest)” in
the accompanying product supplement.

If the notes priced today, the estimated value of the notes would be approximately $981.20 per $1,000 principal
amount note. The estimated value of the notes, when the terms of the notes are set, will be provided in the
pricing supplement and will not be less than $970.00 per $1,000 principal amount note. See “The Estimated Value
of the Notes” in this pricing supplement for additional information.

The notes are not bank deposits, are not insured by the Federal Deposit Insurance Corporation or any other
governmental agency and are not obligations of, or guaranteed by, a bank.
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Additional Terms Specific to the Notes

You may revoke your offer to purchase the notes at any time prior to the time at which we accept such offer by
notifying the applicable agent. We reserve the right to change the terms of, or reject any offer to purchase, the
notes prior to their issuance. In the event of any changes to the terms of the notes, we will notify you and you
will be asked to accept such changes in connection with your purchase. You may also choose to reject such
changes, in which case we may reject your offer to purchase.

You should read this pricing supplement together with the accompanying prospectus, as supplemented by the
accompanying prospectus supplement relating to our Series A medium-term notes, of which these notes are a part, and
the more detailed information contained in the accompanying product supplement. This pricing supplement,
together with the documents listed below, contains the terms of the notes and supersedes all other prior or
contemporaneous oral statements as well as any other written materials including preliminary or indicative
pricing terms, correspondence, trade ideas, structures for implementation, sample structures, fact sheets,
brochures or other educational materials of ours. You should carefully consider, among other things, the matters
set forth in the “Risk Factors” section of the accompanying product supplement as the notes involve risks not associated
with conventional debt securities. We urge you to consult your investment, legal, tax, accounting and other advisers
before you invest in the notes.

You may access these documents on the SEC website at www.sec.gov as follows (or if such address has changed, by
reviewing our filings for the relevant date on the SEC website):

●Product supplement no. 4-I dated April 5, 2018:http://www.sec.gov/Archives/edgar/data/19617/000095010318004519/dp87528_424b2-ps4i.pdf

●Prospectus supplement and prospectus, each dated April 5, 2018:http://www.sec.gov/Archives/edgar/data/19617/000095010318004508/dp87767_424b2-ps.pdf
Our Central Index Key, or CIK, on the SEC website is 1665650, and JPMorgan Chase & Co.’s CIK is 19617. As used
in this pricing supplement, “we,” “us” and “our” refer to JPMorgan Financial.

 JPMorgan Structured Investments —PS-1
 Auto Callable Contingent Interest Notes
Linked to the Common Stock of Apple
Inc.

Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

4

http://www.sec.gov/Archives/edgar/data/19617/000095010318004519/dp87528_424b2-ps4i.pdf
http://www.sec.gov/Archives/edgar/data/19617/000095010318004508/dp87767_424b2-ps.pdf


What Are the Payments on the Notes, Assuming a Range of Performances for the Reference Stock?

If the notes have not been automatically called and, (1) with respect to any Review Date (other than the final Review
Date), the closing price of one share of the Reference Stock or, (2) with respect to the final Review Date, the Final
Stock Price is greater than or equal to the Interest Barrier, you will receive on the applicable Interest Payment Date for
each $1,000 principal amount note a Contingent Interest Payment equal to at least $20.00 plus any previously unpaid
Contingent Interest Payments for any prior Review Dates. The actual Contingent Interest Payment will be provided in
the pricing supplement and will not be less than $20.00 per $1,000 principal amount note. If, (1) with respect to any
Review Date (other than the final Review Date), the closing price of one share of the Reference Stock or, (2) with
respect to the final Review Date, the Final Stock Price is less than the Interest Barrier, no Contingent Interest Payment
will be made with respect to that Review Date. We refer to the Interest Payment Date immediately following any
Review Date on which the closing price of one share of the Reference Stock or Final Stock Price, as applicable, is less
than the Interest Barrier as a “No-Coupon Date.” The following table assumes a Contingent Interest Payment of $20.00
per $1,000 principal amount note and illustrates the hypothetical total Contingent Interest Payments per $1,000
principal amount note over the term of the notes depending on how many No-Coupon Dates occur.

Number of

No-Coupon Dates

Total Contingent
Coupon Payments

0 No-Coupon Date $80.00
1 No-Coupon Date $60.00
2 No-Coupon Dates $40.00
3 No-Coupon Dates $20.00
4 No-Coupon Dates $0.00

The following table illustrates the hypothetical payments on the notes in different hypothetical scenarios. Each
hypothetical payment set forth below assumes an Initial Stock Price of $180, an Interest Barrier and a Buffer
Threshold of $140.85 (equal to 78.25% of the hypothetical Initial Stock Price) and a Contingent Interest Payment of
$20.00. The actual Contingent Interest Payment will be provided in the pricing supplement and will not be less than
$20.00 per $1,000 principal amount note. Each hypothetical payment set forth below is for illustrative purposes only
and may not be the actual payment applicable to a purchaser of the notes. The numbers appearing in the following
table and examples have been rounded for ease of analysis.

Review Dates Prior to the Final
Review Date Final Review Date

Closing Price
of One Share
of the
Reference
Stock

Appreciation /
Depreciation of the
Reference Stock at
Review Date

Payment on
Interest Payment
Date or Call
Settlement Date
(1)(2)

Final
Stock
Price

Appreciation /
Depreciation of
the
Reference Stock
at Final Review
Date

Payment at
Maturity If a
Buffer Event
Has Not
Occurred (2)(3)

Payment at
Maturity If a
Buffer Event
Has Occurred
(3)

$324.00 80.00% $1,020.00 $324.00 80.00% $1,020.00 N/A
$306.00 70.00% $1,020.00 $306.00 70.00% $1,020.00 N/A
$288.00 60.00% $1,020.00 $288.00 60.00% $1,020.00 N/A
$270.00 50.00% $1,020.00 $270.00 50.00% $1,020.00 N/A
$252.00 40.00% $1,020.00 $252.00 40.00% $1,020.00 N/A
$234.00 30.00% $1,020.00 $234.00 30.00% $1,020.00 N/A
$216.00 20.00% $1,020.00 $216.00 20.00% $1,020.00 N/A
$207.00 15.00% $1,020.00 $207.00 15.00% $1,020.00 N/A
$198.00 10.00% $1,020.00 $198.00 10.00% $1,020.00 N/A
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$189.00 5.00% $1,020.00 $189.00 5.00% $1,020.00 N/A
$180.00 0.00% $1,020.00 $180.00 0.00% $1,020.00 N/A
$171.00 -5.00% $20.00 $171.00 -5.00% $1,020.00 N/A
$162.00 -10.00% $20.00 $162.00 -10.00% $1,020.00 N/A
$144.00 -20.00% $20.00 $144.00 -20.00% $1,020.00 N/A
$140.85 -21.75% $20.00 $140.85 -21.75% $1,020.00 N/A
$126.00 -30.00% N/A $126.00 -30.00% N/A $894.57
$108.00 -40.00% N/A $108.00 -40.00% N/A $766.77
$90.00 -50.00% N/A $90.00 -50.00% N/A $638.98
$72.00 -60.00% N/A $72.00 -60.00% N/A $511.18
$54.00 -70.00% N/A $54.00 -70.00% N/A $383.38
$36.00 -80.00% N/A $36.00 -80.00% N/A $255.59
$18.00 -90.00% N/A $18.00 -90.00% N/A $127.79
$0.00 -100.00% N/A $0.00 -100.00% N/A $0.00
(1) The notes will be automatically called if the closing price of one share of the Reference Stock on any Review Date
(other than the final Review Date) is greater than or equal to the Initial Stock Price.

(2) You will receive a Contingent Interest Payment in connection with a Review Date if, (1) with respect to any
Review Date (other than the final Review Date), the closing price of one share of the Reference Stock or, (2) with
respect to the final Review Date, the Final Stock Price is greater than or equal to the Interest Barrier plus any
previously unpaid Contingent Interest Payments for any prior Review Dates. The applicable amount

 JPMorgan Structured Investments —PS-2
 Auto Callable Contingent Interest Notes
Linked to the Common Stock of Apple
Inc.
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shown in the table above does not include any previously unpaid Contingent Interest Payments that may be payable on
the applicable Interest Payment Date.

(3) A Buffer Event occurs if the Final Stock Price (i.e., the arithmetic average of the closing prices of one share of the
Reference Stock on the Ending Averaging Dates) is less than the Buffer Threshold.

Hypothetical Examples of Amounts Payable on the Notes

The following examples illustrate how payments on the notes in different hypothetical scenarios are calculated.

Example 1: The price of one share of the Reference Stock increases from the Initial Stock Price of $180 to a
closing price of $216 on the first Review Date. Because the closing price of one share of the Reference Stock on the
first Review Date is greater than the Interest Barrier, the investor is entitled to receive a Contingent Interest Payment
in connection with the first Review Date. In addition, because the closing price of one share of the Reference Stock on
the first Review Date is greater than the Initial Stock Price, the notes are automatically called. Accordingly, the
investor receives a payment of $1,020 per $1,000 principal amount note on the relevant Call Settlement Date,
consisting of a Contingent Interest Payment of $20 per $1,000 principal amount note and repayment of principal equal
to $1,000 per $1,000 principal amount note.

Example 2: A Contingent Interest Payment is not paid in connection with the first Review Date but is paid in
connection with the second Review Date, the closing price of one share of the Reference Stock is less than the
Initial Stock Price of $180 on each of the Review Dates preceding the third Review Date and the price of one
share of the Reference Stock increases from the Initial Stock Price of $180 to a closing price of $216 on the
third Review Date. The investor receives a payment of $40 per $1,000 principal amount note in connection with the
second Review Date (reflecting the Contingent Interest Payment for the second Review Date and the unpaid
Contingent Interest Payment for the first Review Date), but the notes are not automatically called on any of the
Review Dates preceding the third Review Date because the closing price of one share of the Reference Stock is less
than the Initial Stock Price on each of the Review Dates preceding the third Review Date. Because the closing price of
one share of the Reference Stock on the third Review Date is greater than the Interest Barrier, the investor is entitled
to receive a Contingent Interest Payment in connection with the third Review Date. In addition, because the closing
price of one share of the Reference Stock on the third Review Date is greater than the Initial Stock Price, the notes are
automatically called. Accordingly, the investor receives a payment of $1,020 per $1,000 principal amount note on the
relevant Call Settlement Date, consisting of a Contingent Interest Payment of $20 per $1,000 principal amount note
and repayment of principal equal to $1,000 per $1,000 principal amount note. As a result, the total amount paid on the
notes over the term of the notes is $1,060 per $1,000 principal amount note.

Example 3: The notes are not automatically called prior to maturity, Contingent Interest Payments are paid in
connection with each of the Review Dates preceding the final Review Date and the price of one share of the
Reference Stock increases from the Initial Stock Price of $180 to a Final Stock Price of $216 — A Buffer Event
has not occurred. The investor receives a payment of $20 per $1,000 principal amount note in connection with each
of the Review Dates preceding the final Review Date. Because the notes are not automatically called prior to maturity
and a Buffer Event has not occurred, the investor receives at maturity a payment of $1,020 per $1,000 principal
amount note. This payment consists of a Contingent Interest Payment of $20 per $1,000 principal amount note and
repayment of principal equal to $1,000 per $1,000 principal amount note. The total amount paid on the notes over the
term of the notes is $1,080 per $1,000 principal amount note. This represents the maximum total payment an
investor may receive over the term of the notes.

Example 4: The notes are not automatically called prior to maturity, a Contingent Interest Payment is paid in
connection with the second Review Date but not paid in connection with the first or third Review Date and the
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price of one share of the Reference Stock decreases from the Initial Stock Price of $180 to a Final Stock Price of
$140.85 — A Buffer Event has not occurred. The investor receives a payment of $40 per $1,000 principal amount note
in connection with the second Review Date (reflecting the Contingent Interest Payment for the second Review Date
and the unpaid Contingent Interest Payment for the first Review Date). Because the notes are not automatically called
prior to maturity and a Buffer Event has not occurred, even though the Final Stock Price is less than the Initial Stock
Price, the investor receives at maturity a payment of $1,040 per $1,000 principal amount note. This payment consists
of Contingent Interest Payments of $40 per $1,000 principal amount note (reflecting the Contingent Interest Payment
for the final Review Date and the unpaid Contingent Interest Payment for the third Review Date) and repayment of
principal equal to $1,000 per $1,000 principal amount note. The total amount paid on the notes over the term of the
notes is $1,080 per $1,000 principal amount note. This represents the maximum total payment an investor may
receive over the term of the notes.

Example 5: The notes are not automatically called prior to maturity, Contingent Interest Payments are paid in
connection with each of the Review Dates preceding the final Review Date and the price of one share of the
Reference Stock decreases from the Initial Stock Price of $180 to a Final Stock Price of $72 — A Buffer Event has
occurred. The investor receives a payment of $20 per $1,000 principal amount note in connection with each of the
Review Dates preceding the final Review Date. Because the notes are not automatically called prior to maturity, a
Buffer Event has occurred and the Stock Return is -60%, the investor receives a payment at maturity of $511.18 per
$1,000 principal amount note, calculated as follows:

$1,000 + [$1,000 × (-60% + 21.75%) × 1.27796] = $511.18

The total value of the payments on the notes over the term of the notes is $571.18 per $1,000 principal amount note.

Example 6: The notes are not automatically called prior to maturity, no Contingent Interest Payments are paid
in connection with the Review Dates preceding the final Review Date and the price of one share of the
Reference Stock decreases from the Initial Stock Price of $180 to a Final Stock Price of $54 — A Buffer Event has
occurred. Because the notes are not automatically called prior to maturity, no Contingent Interest Payments are paid
in connection with the Review Dates preceding the final Review Date, a Buffer Event has occurred and the Stock
Return is -70%, the investor

 JPMorgan Structured Investments —PS-3
 Auto Callable Contingent Interest Notes
Linked to the Common Stock of Apple
Inc.
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receives no payments over the term of the notes, other than a payment at maturity of $383.38 per $1,000 principal
amount note, calculated as follows:

$1,000 + [$1,000 × (-70% + 21.75%) × 1.27796] = $383.38

The hypothetical payments on the notes shown above apply only if you hold the notes for their entire term or until
automatically called. These hypotheticals do not reflect fees or expenses that would be associated with any sale in the
secondary market. If these fees and expenses were included, the hypothetical payments shown above would likely be
lower.

Selected Purchase Considerations

●

CONTINGENT INTEREST PAYMENTS — The notes offer the potential to earn a Contingent Interest Payment in
connection with each Review Date of at least $20.00* per $1,000 principal amount note. If the notes have not been
automatically called and, (1) with respect to any Review Date (other than the final Review Date), the closing price of
one share of the Reference Stock or, (2) with respect to the final Review Date, the Final Stock Price is greater than or
equal to the Interest Barrier, you will receive on the applicable Interest Payment Date a Contingent Interest Payment
for that Review Date plus any previously unpaid Contingent Interest Payments for any prior Review Dates. If, (1)
with respect to any Review Date (other than the final Review Date), the closing price of one share of the Reference
Stock or, (2) with respect to the final Review Date, the Final Stock Price is less than the Interest Barrier, no
Contingent Interest Payment will be made with respect to that Review Date. You will not receive any unpaid
Contingent Interest Payments if the closing price of one share of the Reference Stock or the Final Stock Price, as
applicable, on each subsequent Review Date is less than the Interest Barrier. If the closing price of one share of the
Reference Stock or the Final Stock Price, as applicable, on each Review Date is less than the Interest Barrier, you will
not receive any Contingent Interest Payments over the term of the notes. If payable, a Contingent Interest Payment
will be made to the holders of record at the close of business on the business day immediately preceding the
applicable Interest Payment Date. Because the notes are our unsecured and unsubordinated obligations, the
payment of which is fully and unconditionally guaranteed by JPMorgan Chase & Co., payment of any amount
on the notes is subject to our ability to pay our obligations as they become due and JPMorgan Chase & Co.’s
ability to pay its obligations as they become due.
* The actual Contingent Interest Payment will be provided in the pricing supplement and will not be less than $20.00
per $1,000 principal amount note.

●

POTENTIAL EARLY EXIT AS A RESULT OF THE AUTOMATIC CALL FEATURE — If the closing price of
one share of the Reference Stock on any Review Date (other than the final Review Date) is greater than or equal to the
Initial Stock Price, your notes will be automatically called prior to the Maturity Date. Under these circumstances, you
will receive a cash payment, for each $1,000 principal amount note, equal to (a) $1,000 plus (b) the Contingent
Interest Payment applicable to that Review Date plus (c) any previously unpaid Contingent Interest Payments for any
prior Review Dates, payable on the applicable Call Settlement Dates. Even in cases where the notes are called before
maturity, you are not entitled to any fees and commissions described on the front cover of this pricing supplement.

●

THE NOTES DO NOT GUARANTEE THE RETURN OF YOUR PRINCIPAL IF THE NOTES HAVE NOT
BEEN AUTOMATICALLY CALLED — If the notes have not been automatically called, we will pay you your
principal back at maturity only if a Buffer Event has not occurred. However, if the notes have not been
automatically called and a Buffer Event has occurred, you will lose some or all of the principal amount of your
notes at maturity.

●
RETURN LINKED TO A SINGLE REFERENCE STOCK — The return on the notes is linked to the performance
of a single Reference Stock, which is the common stock of Apple. For additional information see “The Reference
Stock” in this pricing supplement.
●
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TAX TREATMENT — You should review carefully the section entitled “Material U.S. Federal Income Tax
Consequences” in the accompanying product supplement no. 4-I. In determining our reporting responsibilities we
intend to treat (i) the notes for U.S. federal income tax purposes as prepaid forward contracts with associated
contingent coupons and (ii) any Contingent Interest Payments as ordinary income, as described in the section entitled
“Material U.S. Federal Income Tax Consequences — Tax Consequences to U.S. Holders — Notes Treated as Prepaid
Forward Contracts with Associated Contingent Coupons” in the accompanying product supplement. Based on the
advice of Davis Polk & Wardwell LLP, our special tax counsel, we believe that this is a reasonable treatment, but that
there are other reasonable treatments that the IRS or a court may adopt, in which case the timing and character of any
income or loss on the notes could be materially affected. In addition, in 2007 Treasury and the IRS released a notice
requesting comments on the U.S. federal income tax treatment of “prepaid forward contracts” and similar instruments.
The notice focuses in particular on whether to require investors in these instruments to accrue income over the term of
their investment. It also asks for comments on a number of related topics, including the character of income or loss
with respect to these instruments and the relevance of factors such as the nature of the underlying property to which
the instruments are linked. While the notice requests comments on appropriate transition rules and effective dates, any
Treasury regulations or other guidance promulgated after consideration of these issues could materially affect the tax
consequences of an investment in the notes, possibly with retroactive effect. The discussions above and in the
accompanying product supplement do not address the consequences to taxpayers subject to special tax accounting
rules under Section 451(b) of the Code. You should consult your tax adviser regarding the U.S. federal income tax
consequences of an investment in the notes, including possible alternative treatments and the issues presented by the
notice described above.
Non-U.S. Holders — Tax Considerations. The U.S. federal income tax treatment of Contingent Interest Payments is
uncertain, and although we believe it is reasonable to take a position that Contingent Interest Payments are not subject
to U.S. withholding tax (at least if an applicable Form W-8 is provided), a withholding agent may nonetheless
withhold on

 JPMorgan Structured Investments —PS-4
 Auto Callable Contingent Interest Notes
Linked to the Common Stock of Apple
Inc.
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Proceeds from sales of securities available for sale
179,083   418,886 
Proceeds from maturities of securities held to maturity
3,101   5,028 
Proceeds from maturities of securities available for sale
401,328   400,968 
Proceeds from sale of credit card portfolio
�   100,516 
Purchase of securities held to maturity
(3,056)  (4,759)
Purchase of securities available for sale
(1,349,391)  (570,411)
(Increase) decrease in short-term investments
(4,180)  10,919 
Net decrease (increase) in loans
116,619   (473,589)
Net purchases of premises and equipment
(12,565)  (13,493)

Net cash used in investing activities
(669,061)  (125,935)

CASH FLOWS FROM FINANCING ACTIVITIES:

Net increase in demand and savings deposits
718,931   99,637 
Net increase (decrease) in time deposits
445,450   (266,888)
Additions to long-term debt
�   343,990 
Repayments of long-term debt
(36,830)  (166,695)
(Decrease) increase in short-term borrowings
(445,477)  113,443 
Dividends paid
(38,947)  (52,084)
Net proceeds from issuance of stock
4,706   5,632 
Excess tax benefits from stock-based compensation expense
�   6 

Net cash provided by financing activities
647,833   77,041 
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Net (Decrease) Increase in Cash and Due From Banks
(31,346)  38,990 
Cash and Due From Banks at Beginning of Year
331,164   381,283 

Cash and Due From Banks at End of Year
$299,818  $420,273 

Supplemental Disclosures of Cash Flow Information

Cash paid during the period for:

Interest
$133,811  $204,022 
Income taxes
9,014   42,737 
See Notes to Consolidated Financial Statements
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FULTON FINANCIAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
NOTE A � Basis of Presentation
The accompanying unaudited consolidated financial statements of Fulton Financial Corporation (the Corporation)
have been prepared in accordance with U.S. generally accepted accounting principles (U.S. GAAP) for interim
financial information and with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, they do
not include all of the information and notes required by U.S. GAAP for complete financial statements. The
preparation of financial statements in accordance with U.S. GAAP requires management to make estimates and
assumptions that affect the amounts of assets and liabilities as of the date of the financial statements as well as
revenues and expenses during the period. Actual results could differ from those estimates. In the opinion of
management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation
have been included. Operating results for the three and six-month periods ended June 30, 2009 are not necessarily
indicative of the results that may be expected for the year ending December 31, 2009.
NOTE B � Net Income Per Common Share and Comprehensive Income (Loss)
The Corporation�s basic net income per common share is calculated as net income available to common shareholders
divided by the weighted average number of common shares outstanding. Net income available to common
shareholders is calculated as net income less accrued dividends and discount accretion related to preferred stock.
For diluted net income per common share, net income available to common shareholders is divided by the weighted
average number of common shares outstanding plus the incremental number of shares added as a result of converting
dilutive securities, calculated using the treasury stock method. The Corporation�s dilutive securities consist of
outstanding stock options, restricted stock and common stock warrants.
A reconciliation of net income available to common shareholders and weighted average common shares outstanding
used to calculate basic net income per common share and diluted net income per common share follows.

Three months ended Six months ended
June 30 June 30

2009 2008 2009 2008
(in thousands)

Net income $ 13,111 $ 25,678 $ 26,196 $ 67,174
Preferred stock dividends and discount accretion (5,046) � (10,077) �

Net income available to common shareholders $ 8,065 $ 25,678 $ 16,119 $ 67,174

Weighted average shares outstanding (basic) 175,554 173,959 175,435 173,791
Effect of dilutive securities 170 569 202 569

Weighted average shares outstanding (diluted) 175,724 174,528 175,637 174,360

Stock options and common stock warrants excluded
from the diluted net income per share computation as
their effect would have been anti-dilutive 11,957 5,017 11,887 5,017

7

Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

13



The following table presents the components of other comprehensive income (loss):

Six months ended
June 30

2009 2008
(in thousands)

Unrealized gain (loss) on securities (net of $2.1 million and $10.2 million tax effect in
2009 and 2008, respectively) $ 3,929 $ (18,931)
Non-credit related unrealized loss on other-than-temporarily impaired debt securities
(net of $2.7 million tax effect) (1) (4,944) �
Unrealized gain on derivative financial instruments (net of $36,000 tax effect in 2009
and 2008) (2) 68 68
Unrecognized postretirement gains arising in 2009 due to plan amendment (net of
$1.2 million tax effect) 2,125 �
Amortization of unrecognized pension and postretirement costs (net of $155,000 tax
effect) 288 �
Reclassification adjustment for securities (gains) losses included in net income (net of
$1.0 million tax expense in 2009 and $8.8 million tax benefit in 2008) (1,948) 16,352

Other comprehensive income (loss) $ (482) $ (2,511)

(1) See Note C,
�Investment Securities�
for additional details
related to the
other-than-temporary
impairment of debt
securities.

(2) Amounts represent
the amortization of
the effective portions
of losses on
forward-starting
interest rate swaps,
designated as cash
flow hedges and
entered into in prior
years in connection
with the issuance of
fixed-rate debt. The
total amount recorded
as a reduction to
accumulated other
comprehensive
income upon
settlement of these
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derivatives is being
amortized to interest
expense over the life
of the related
securities using the
effective interest
method. The amount
of net losses in
accumulated other
comprehensive
income that will be
reclassified into
earnings during the
next twelve months is
expected to be
approximately
$135,000.

NOTE C � INVESTMENT SECURITIES
     The following tables present the amortized cost and estimated fair values of investment securities:

Gross Gross Estimated
Amortized Unrealized Unrealized Fair

Cost Gains Losses Value
(in thousands)

Held to Maturity at June 30, 2009

U.S. Government sponsored agency securities $ 6,843 $ 11 $ � $ 6,854
State and municipal securities 825 2 � 827
Mortgage-backed securities 1,767 89 (1) 1,855

$ 9,435 $ 102 $ (1) $ 9,536

Available for Sale at June 30, 2009

Equity securities $ 132,812 $ 1,394 $ (6,491) $ 127,715
U.S. Government securities 14,988 4 � 14,992
U.S. Government sponsored agency securities 127,639 1,437 (705) 128,371
State and municipal securities 460,380 6,947 (894) 466,433
Corporate debt securities 159,868 55 (55,630) 104,293
Collateralized mortgage obligations 881,649 17,016 (2,716) 895,949
Mortgage-backed securities 1,267,979 31,818 (1,157) 1,298,640
Auction rate securities (1) 298,809 2,526 (11,760) 289,575

$ 3,344,124 $ 61,197 $ (79,353) $ 3,325,968

(1) See Note H,
�Commitments
and
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Contingencies�
for additional
details related to
auction rate
securities.

8
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Gross Gross Estimated
Amortized Unrealized Unrealized Fair

Cost Gains Losses Value
(in thousands)

Held to Maturity at December 31, 2008

U.S. Government sponsored agency securities $ 6,782 $ 60 $ � $ 6,842
State and municipal securities 825 5 � 830
Corporate debt securities 25 � � 25
Mortgage-backed securities 2,004 66 (2) 2,068

$ 9,636 $ 131 $ (2) $ 9,765

Available for Sale at December 31, 2008

Equity securities $ 138,071 $ 2,133 $ (1,503) $ 138,701
U.S. Government securities 14,545 83 � 14,628
U.S. Government sponsored agency securities 74,616 2,406 (20) 77,002
State and municipal securities 520,429 5,317 (2,210) 523,536
Corporate debt securities 154,976 1,085 (36,167) 119,894
Collateralized mortgage obligations 489,686 14,713 (206) 504,193
Mortgage-backed securities 1,118,508 24,160 (1,317) 1,141,351
Auction rate securities 208,281 � (12,381) 195,900

$ 2,719,112 $ 49,897 $ (53,804) $ 2,715,205

The amortized cost and estimated fair value of debt securities as of June 30, 2009, by contractual maturity, are shown
in the following table. Actual maturities may differ from contractual maturities because borrowers may have the right
to call or prepay obligations with or without call or prepayment penalties.

Held to Maturity Available for Sale
Amortized Estimated Amortized Estimated

Cost
Fair
Value Cost Fair Value

(in thousands)

Due in one year or less $ 7,165 $ 7,178 $ 109,879 $ 110,439
Due from one year to five years 503 503 266,885 271,330
Due from five years to ten years � � 106,987 102,949
Due after ten years � � 577,933 518,946

7,668 7,681 1,061,684 1,003,664
Collateralized mortgage obligations � � 881,649 895,949
Mortgage-backed securities 1,767 1,855 1,267,979 1,298,640

$ 9,435 $ 9,536 $ 3,211,312 $ 3,198,253
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The following table presents information related to the Corporation�s gains and losses on the sales of equity and debt
securities, and losses recognized for the other-than-temporary impairment of investments. Gross realized losses on
equity and debt securities are net of other-than-temporary impairment charges:

Gross Gross Other-than-
Realized Realized temporary Net Gains

Gains Losses
Impairment
Losses (Losses)

(in thousands)
Three months ended June 30, 2009:
Equity securities $ 479 $ (65) $ (728) $ (314)
Debt securities 3,042 � (2,651) 391

Total $ 3,521 $ (65) $ (3,379) $ 77

Three months ended June 30, 2008:
Equity securities $ 860 $ � $ (25,015) $ (24,155)
Debt securities 2,890 (382) � 2,508

Total $ 3,750 $ (382) $ (25,015) $ (21,647)

Six months ended June 30, 2009:
Equity securities $ 591 $ (281) $ (1,790) $ (1,480)
Debt securities 9,213 (108) (4,629) 4,476

Total $ 9,804 $ (389) $ (6,419) $ 2,996

Six months ended June 30, 2008:
Equity securities $ 5,616 $ (8) $ (28,590) $ (22,982)
Debt securities 3,086 (505) � 2,581

Total $ 8,702 $ (513) $ (28,590) $ (20,401)

The following table presents a summary of other-than-temporary impairment charges recorded by the Corporation, by
investment security type:

Three Months Ended June
30

Six Months Ended June
30

2009 2008 2009 2008
(in thousands)

Financial institution stocks $ 728 $ 24,655 $ 1,684 $ 28,230
Mutual funds � 360 106 360

Total equity securities charges 728 25,015 1,790 28,590
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Debt securities � Pooled trust preferred securities 2,651 � 4,629 �

Total other-than-temporary impairment charges $ 3,379 $ 25,015 $ 6,419 $ 28,590

The $728,000 and $1.7 million of other-than-temporary impairment charges related to financial institutions stocks
during the three and six months ended June 30, 2009 were due to the increasing severity and duration of the decline in
fair values of certain bank stock holdings, in conjunction with management�s assessment of the near-term prospects of
each specific issuer. As of June 30, 2009, after other-than-temporary impairment charges, the financial institution
stock portfolio had a cost basis of $37.8 million and a fair value of $32.7 million.
In April 2009, the Financial Accounting Standards Board (FASB) issued Staff Position No. 115-2 and 124-2,
�Recognition and Presentation of Other-than-Temporary Impairments� (FSP FAS 115-2). FSP FAS 115-2 amends
other-than-temporary impairment guidance for debt securities and expands disclosure requirements for
other-than-temporarily impaired debt and equity securities. FSP FAS 115-2 requires companies to record
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other-than-temporary impairment charges, through earnings, if they have the intent to sell, or will more likely than not
be required to sell, an impaired debt security before a recovery of its amortized cost basis. In addition, FSP FAS 115-2
requires companies to record other-than-temporary impairment charges through earnings for the amount of credit
losses, regardless of the intent or the requirement to sell. Credit loss is measured as the difference between the present
value of an impaired debt security�s cash flows and its amortized cost basis. Non-credit related write-downs to fair
value must be recorded as decreases to accumulated other comprehensive income as long as a company has no intent
or requirement to sell an impaired security before a recovery of amortized cost basis. Finally, FSP FAS 115-2 requires
companies to record all previously recorded non-credit related other-than-temporary impairment charges for debt
securities as cumulative effect adjustments to retained earnings as of the beginning of the period of adoption. FSP
FAS 115-2 is effective for interim and annual reporting periods ending after June 15, 2009, with early adoption
permitted for the period ending after March 15, 2009. The Corporation elected to early adopt FSP FAS 115-2,
effective January 1, 2009.
During 2008, the Corporation recorded other-than-temporary impairment charges for pooled trust preferred securities
of $15.8 million. Upon adoption of FSP FAS 115-2, the Corporation determined that $9.7 million of those
other-than-temporary impairment charges were non-credit related. As such, a $6.3 million (net of $3.4 million of
taxes) increase to retained earnings and a corresponding decrease to accumulated other comprehensive income was
recorded as the cumulative effect impact of adopting FSP FAS 115-2 as of January 1, 2009.
During the three and six months ended June 30, 2009, the $2.7 million and $4.6 million of other-than-temporary
impairment losses for pooled trust preferred securities recognized in earnings were determined through the use of an
expected cash flow model, consistent with the guidance in Emerging Issues Task Force 99-20-1, �Amendments to the
Impairment Guidance in EITF Issue No. 99-20�. The most significant input to the expected cash flows model was the
assumed default rate for each pooled trust preferred security. The Corporation evaluates the financial metrics, such as
capital ratios and non-performing asset ratios, of each individual financial institution issuer that comprises the pooled
trust preferred securities to estimate the expected default rates for each security. The weighted average default rate for
pooled trust preferred securities held by the Corporation at June 30, 2009 was approximately 20%.
The following table presents a summary of the cumulative credit related other-than-temporary impairment charges
recognized as components of earnings for securities still held by the Corporation (in thousands):

Three Months
Ended

Six Months
Ended

June 30, 2009 June 30, 2009
Balance of cumulative credit losses on pooled trust preferred
securities, beginning of period (1) $ (8,120) $ (6,142)
Additions for credit losses recorded which were not previously
recognized as components of earnings (2,651) (4,629)

Ending balance of cumulative credit losses on pooled trust preferred
securities, end of period $ (10,771) $ (10,771)

(1) Cumulative credit
losses of $6.1 million
at January 1, 2009
represent the
other-than-temporary
impairment charges
recorded during the
year ended
December 31, 2008
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for pooled trust
preferred securities,
net of the
Corporation�s
cumulative effect
adjustment upon
adoption of FSP FAS
115-2.
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The following table presents the gross unrealized losses and estimated fair values of investments, aggregated by
investment category and length of time that individual securities have been in a continuous unrealized loss position, at
June 30, 2009:

Less Than 12 months 12 Months or Longer Total
Estimated Unrealized Estimated Unrealized Estimated Unrealized
Fair
Value Losses

Fair
Value Losses

Fair
Value Losses

(in thousands)

U.S. Government
sponsored agency
securities $ 84,858 $ (696) $ 494 $ (9) $ 85,352 $ (705)
State and municipal
securities 69,745 (848) 1,731 (46) 71,476 (894)
Corporate debt securities 27,992 (21,159) 71,606 (34,471) 99,598 (55,630)
Collateralized mortgage
obligations 295,566 (2,473) 4,042 (243) 299,608 (2,716)
Mortgage-backed
securities 117,838 (1,157) 92 (1) 117,930 (1,158)
Auction rate securities 149,262 (6,425) 76,148 (5,335) 225,410 (11,760)

Total debt securities 745,261 (32,758) 154,113 (40,105) 899,374 (72,863)
Equity securities 19,166 (6,393) 295 (98) 19,461 (6,491)

$ 764,427 $ (39,151) $ 154,408 $ (40,203) $ 918,835 $ (79,354)

For its investments in equity securities, most notably its investments in stocks of financial institutions, management
evaluates the near-term prospects of the issuers in relation to the severity and duration of the impairment. Based on
that evaluation and the Corporation�s ability and intent to hold those investments for a reasonable period of time
sufficient for a recovery of fair value, the Corporation does not consider those investments with unrealized holding
losses as of June 30, 2009 to be other-than-temporarily impaired.
In relation to the Corporation�s investments in auction rate securities, the current unrealized holding losses on these
securities are attributable to liquidity issues as a result of the failure of periodic auctions. As of June 30, 2009,
approximately 65% of the auction rate securities held by the Corporation are AAA rated, with 96% of them above
investment grade. In addition, approximately 89% of the student loans underlying the auction rate securities have
principal payments which are guaranteed by the Federal government. Finally, all auction rate securities currently held
by the Corporation are current and making scheduled interest payments. Because the Corporation does not have the
intention to sell and does not believe it will be required to sell any of these securities prior to a recovery of their fair
value to amortized cost, the Corporation does not consider those investments to be other-than-temporarily impaired as
of June 30, 2009. For additional information related to the Corporation�s investment in auction rate securities, see Note
H, �Commitments and Contingencies�.
The following table presents the amortized cost and estimated fair values of corporate debt securities:

June 30, 2009 December 31, 2008

Amortized
Estimated

fair Amortized
Estimated

fair
cost value cost value

(in thousands)
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Single-issuer trust preferred securities (1) $ 97,918 $ 66,214 $ 97,887 $ 69,819
Subordinated debt 34,835 30,428 34,788 31,745
Pooled trust preferred securities 24,379 4,915 19,351 15,381

Corporate debt securities issued by financial
institutions 157,132 101,557 152,026 116,945
Other corporate debt securities 2,736 2,736 2,950 2,949

Available for sale corporate debt securities $ 159,868 $ 104,293 $ 154,976 $ 119,894

(1) Single-issuer
trust preferred
securities with
estimated fair
values totaling
$7.0 million as
of June 30, 2009
are classified as
Level 3 assets
under Statement
157. See Note J,
�Fair Value
Measurements�
for additional
details.
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As required by FSP FAS 115-2, the Corporation has evaluated all corporate debt securities issued by financial
institutions to determine if any unrealized holding losses represent credit losses, which would require an
other-than-temporary impairment charge through earnings. In addition, the Corporation does not have the intention to
sell and does not believe it will be required to sell any impaired corporate debt securities issued by financial
institutions prior to a recovery to amortized cost. Therefore, the Corporation does not consider those investments with
unrealized losses at June 30, 2009 to be other-than-temporarily impaired.
NOTE D � Goodwill
Goodwill is not amortized to expense, but is tested for impairment at least annually. Write-downs of the balance, if
necessary as a result of an impairment test, are charged to expense in the period in which goodwill is determined to be
impaired. The Corporation performs its annual test of goodwill impairment as of October 31st of each year. An
interim goodwill impairment test is required if certain criteria are met. The Corporation evaluated whether any of the
criteria for performing an interim impairment test were met during the second quarter of 2009 and concluded they
were not met.
NOTE E � Stock-Based Compensation
As required by Statement of Financial Accounting Standards No. 123R, �Share-Based Payment�, the fair value of equity
awards to employees is recognized as compensation expense over the period during which employees are required to
provide service in exchange for such awards. The Corporation�s equity awards consist of stock options and restricted
stock granted under its Stock Option and Compensation Plans (Option Plans) and shares purchased by employees
under its Employee Stock Purchase Plan.
The following table presents compensation expense and the related tax benefits for equity awards recognized in the
consolidated statements of income:

Three months
ended June 30

Six months ended June
30

2009 2008 2009 2008
(in thousands)

Stock-based compensation expense $ 447 $ 478 $ 827 $ 1,065
Tax benefit (37) (52) (75) (126)

Stock-based compensation expense, net of tax $ 410 $ 426 $ 752 $ 939

Under the Option Plans, stock options and restricted stock are granted to key employees. Stock option exercise prices
are equal to the fair value of the Corporation�s stock on the date of grant, with terms of up to ten years. Stock options
and restricted stock are typically granted annually on July 1st and become fully vested after a three-year vesting
period. Certain events as defined in the Option Plans result in the acceleration of the vesting of both stock options and
restricted stock. As of June 30, 2009, there were 13.6 million shares reserved for future grants through 2013. On
July 1, 2009, the Corporation granted approximately 485,000 stock options and 214,000 shares of restricted stock
under its Option Plans.
In connection with the Corporation�s participation in the U.S. Treasury Department�s Capital Purchase Program (CPP)
component of the Troubled Asset Relief Program, the 2009 restricted stock grants to certain key employees are
subject to the requirements and limitations contained in Emergency Economic Stabilization Act of 2008, as amended,
and related regulations. Among other things, the 2009 restricted stock grants to these key employees provide that they
may not fully vest until the Corporation�s participation in CPP ends.
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NOTE F � Employee Benefit Plans
The Corporation maintains a defined benefit pension plan (Pension Plan) for certain employees. Contributions to the
Pension Plan are actuarially determined and funded annually. Pension Plan assets are invested in: money markets;
fixed income securities, including corporate bonds, U.S. Treasury securities and common trust funds; and equity
securities, including common stocks and common stock mutual funds. Effective January 1, 2008, the accrual of
benefits for all existing participants was discontinued.
The Corporation currently provides medical and life insurance benefits under a postretirement benefits plan
(Postretirement Plan) to certain retired full-time employees who were employees of the Corporation prior to
January 1, 1998. Certain full-time employees may become eligible for these discretionary benefits if they reach
retirement age while working for the Corporation.
During 2009, the Corporation amended the Postretirement Plan to no longer pay benefits for early retirees from their
retirement date to age 65. As a result of this amendment, the Corporation recorded a $3.3 million ($2.1 million, net of
tax) reduction to unrecognized prior service costs through an increase to other comprehensive income. The total
amount of unrecognized prior service cost that is expected to be accreted as a reduction to periodic benefit cost for the
remainder of 2009 is $291,000.
As required by Statement of Financial Accounting Standards No. 158, �Employers� Accounting for Defined Benefit
Pension and Postretirement Plans�, the Corporation recognizes the funded status of its Pension Plan and Postretirement
Plan on the consolidated balance sheets and recognizes the changes in that funded status through other comprehensive
income.
The net periodic benefit cost for the Corporation�s Pension Plan and Postretirement Plan, as determined by consulting
actuaries, consisted of the following components for the three and six-month periods ended June 30:

Pension Plan
Three months

ended Six months ended
June 30 June 30

2009 2008 2009 2008
(in thousands)

Service cost (1) $ 37 $ 37 $ 74 $ 74
Interest cost 818 816 1,637 1,632
Expected return on plan assets (722) (918) (1,444) (1,836)
Net amortization and deferral 262 � 524 �

Net periodic benefit cost (income) $ 395 $ (65) $ 791 $ (130)

(1) The Pension
Plan service
cost recorded
for the three and
six months
ended June 30,
2009 and 2008
was related to
administrative
costs associated
with the plan
and not due to
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the accrual of
additional
participant
benefits.

Postretirement Plan
Three months

ended Six months ended
June 30 June 30

2009 2008 2009 2008
(in thousands)

Service cost $ 75 $ 131 $ 181 $ 258
Interest cost 151 187 317 354
Expected return on plan assets (1) (2) (2) (3)
Net accretion and deferral (81) � (81) �

Net periodic benefit cost $ 144 $ 316 $ 415 $ 609
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NOTE G � Derivative Financial Instruments
Effective January 1, 2009, the Corporation adopted Statement of Financial Accounting Standards No. 161,
�Disclosures about Derivative Instruments and Hedging Activities� (Statement 161). As required by Statement 161, the
Corporation has included disclosures for its derivative instruments and for its hedging activities.
In connection with its mortgage banking activities, the Corporation enters into commitments to originate fixed-rate
residential mortgage loans for customers, also referred to as interest rate locks. In addition, the Corporation enters into
forward commitments for the future sale or purchase of mortgage-backed securities to or from third-party investors to
hedge the effect of changes in interest rates on the value of the interest rate locks and mortgage loans held for sale.
Forward sales commitments may also be in the form of commitments to sell individual mortgage loans at a fixed price
at a future date. Both the interest rate locks and the forward commitments are accounted for as derivatives and carried
at fair value, determined as the amount that would be necessary to settle each derivative financial instrument at the
end of the period. Gross derivative assets and liabilities are recorded within other assets and other liabilities on the
consolidated balance sheets, with changes in fair value during the period recorded within gains on sales of mortgage
loans on the consolidated statements of income.
The following table presents a summary of the Corporation�s derivative financial instruments, none of which have been
designated as hedging instruments:

June 30, 2009 December 31, 2008
Notional Notional

Amount
Fair
Value Amount

Fair
Value

(in thousands)

Interest Rate Locks with Customers:
Positive fair values $ 112,938 $ 802 $ 103,824 $ 506
Negative fair values 141,978 (1,088) 37,321 (81)

Net Interest Rate Locks with Customers (286) 425
Forward Commitments:
Positive fair values 1,046,613 2,595 219,142 954
Negative fair values 618,500 (1,577) 271,307 (2,399)

Net Forward Commitments 1,018 (1,445)

Interest rate swaps (1) � � 10,000 18

$ 732 $ (1,002)

(1) Interest rate
swaps recorded
as a component
of other
liabilities on the
consolidated
balance sheets.
All swaps
existing at
December 31,

Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

28



2008 were
called in the
first quarter of
2009.

The following table presents a summary of the fair value gains and losses recorded by the Corporation during the three
and six months ended June 30, 2009:

Fair Value Gains/(Losses) Statement of Income Classification
Three
Months
Ended Six Months Ended
June 30,
2009 June 30, 2009

(in thousands)
Interest rate locks with
customers $ (4,674) $ (711) Gains on sale of mortgage loans
Forward commitments 4,591 2,463 Gains on sale of mortgage loans
Interest rate swaps � (18) Other expense

$ (83) $ 1,734
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NOTE H � Commitments and Contingencies
Commitments
The Corporation is a party to financial instruments with off-balance sheet risk in the normal course of business to meet
the financing needs of its customers. Those financial instruments include commitments to extend credit and letters of
credit, which involve, to varying degrees, elements of credit and interest rate risk in excess of the amounts recognized
on the Corporation�s consolidated balance sheets. Exposure to credit loss in the event of nonperformance by the other
party to the financial instrument for commitments to extend credit and letters of credit is represented by the
outstanding amount of those instruments.
The outstanding amounts of commitments to extend credit and letters of credit were as follows:

June 30, December 31,
2009 2008

(in thousands)

Commitments to extend credit $4,352,444 $3,360,499
Standby letters of credit 728,210 789,804
Commercial letters of credit 30,580 37,620
As of June 30, 2009 and December 31, 2008, the reserve for unfunded lending commitments, included in other
liabilities on the consolidated balance sheets, was $6.8 million and $6.2 million, respectively.
Auction Rate Securities
The Corporation�s investment management and trust subsidiary, Fulton Financial Advisors, N.A. (FFA), held auction
rate securities, also known as auction rate certificates (ARCs), for some of its customers� accounts. Beginning in the
second quarter of 2008, the Corporation agreed to purchase illiquid student-loan backed ARCs from customers of
FFA, upon notification that they had liquidity needs or otherwise desired to liquidate their holdings, resulting in a
pre-tax charge of $13.2 million, recorded as a component of operating risk loss on the consolidated statements of
income during the three months ended June 30, 2008. The guarantee was recorded as a liability in accordance with
FASB Interpretation No. 45, �Guarantor�s Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others � an interpretation of FASB Statements No. 5, 57, and 107 and rescission of
FASB Interpretation No. 34� and carried at estimated fair value with a corresponding pre-tax charge to earnings both
upon the initial establishment of the guarantee and upon changes in its estimated fair value. The estimated fair value
of the guarantee was determined based on the difference between the fair value of the underlying ARCs, assuming that
all ARCs held in customer accounts would be purchased, and their estimated purchase price.
FFA had generally purchased ARCs from customers at par value with an interest adjustment which was designed to
position customers as if they had owned 90-day U.S. Treasury bills instead of ARCs. As FFA�s approach to purchasing
customers� ARCs evolved, however, interest adjustments were not made on certain accounts due to various
circumstances and restrictions. To provide similar treatment to all of FFA�s customers holding ARCs and in
consideration of certain other market developments, in the first quarter of 2009 the Corporation decided that all future
ARC purchases from customer accounts would be at par value, without an interest adjustment. Furthermore, the
Corporation reimbursed customers for the amount of the interest differential on ARCs previously sold to the
Corporation. As a result, during the first quarter of 2009, the Corporation recorded a pre-tax charge of $5.7 million
related to the interest adjustment.
In April 2009, FFA notified its remaining customers holding ARCs that it would purchase the ARCs at par value if
notice of their acceptance of this offer were received by May 15, 2009. As a result, as of June
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30, 2009, there are no longer any ARCs still held by FFA�s customers which the Corporation will be required to
purchase.
The following table presents the change in the ARC investment balances held by customers and the related financial
guarantee liability for the three and six months ended June 30, 2009:

Three Months Ended June 30,
2009

Six Months Ended June 30,
2009

ARCs Held
by Financial

ARCs Held
by Financial

Customers,
at Guarantee

Customers,
at Guarantee

Par Value Liability Par Value Liability
(in thousands)

Balance, beginning of period $ 93,825 $ (13,934) $ 105,165 $ (8,653)
Provision for financial guarantee � (79) � (6,237)
Purchases of ARCs (93,675) 14,013 (104,415) 14,890
Redemptions of ARCs (150) � (750) �

Balance, end of period $ � $ � $ � $ �

Upon purchase from customers, the Corporation records ARCs as available for sale investment securities at their
estimated fair value.
Residential Lending Contingencies
Residential mortgages are originated and sold by the Corporation through Fulton Mortgage Company, which is a
division of each of the Corporation�s subsidiary banks. The loans originated and sold through these channels are
predominately �prime� loans that conform to published standards of government sponsored agencies. Prior to 2008, the
Corporation�s Resource Bank affiliate operated a significant national wholesale mortgage lending operation which
originated and sold significant volumes of non-prime loans from the time the Corporation acquired Resource Bank in
2004 through 2007.
The following table presents a summary of the approximate principal balances and related reserves/write-downs
recognized on the Corporation�s consolidated balance sheet, by general category:

June 30, 2009 December 31, 2008
Reserves/ Reserves/

Principal Write-downs Principal Write-downs
(in thousands)

Outstanding repurchase requests (1) (2) $ 5,590 $ (3,580) $ 6,290 $ (2,900)
No repurchase request received � sold loans with
identified potential misrepresentations of borrower
information (1) (2) 3,650 (1,470) 7,990 (3,280)
Repurchased loans (3) 7,450 (1,560) 10,000 (1,690)
Foreclosed real estate (OREO) (4) 18,180 � 15,920 �

Total reserves/write-downs $ (6,610) $ (7,870)

(1)
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Principal
balances had not
been
repurchased
and, therefore,
are not included
on the
consolidated
balance sheets
as of June 30,
2009 and
December 31,
2008.

(2) Reserve balance
included as a
component of
other liabilities
on the
consolidated
balance sheets
as of June 30,
2009 and
December 31,
2008.

(3) Principal
balances, net of
write-downs,
are included as a
component of
loans, net of
unearned
income on the
consolidated
balance sheets
as of June 30,
2009 and
December 31,
2008.

(4) OREO is
written down to
its estimated fair
value upon
transfer from
loans
receivable.
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The following presents the change in the reserve/write-down balances for the three and six months ended June 30,
2009:

Three
Months Six Months
Ended
June
30,

Ended June
30,

2009 2009
(in thousands)

Total reserves/write-downs, beginning of period $ 7,330 $ 7,870
Credits to expense (400) (600)
Charge-offs (320) (660)

Total reserves/write-downs, end of period $ 6,610 $ 6,610

During the three and six months ended June 30, 2008, the Corporation recorded charges of $700,000 and $1.5 million,
respectively, related to the potential and actual repurchase of previously sold residential mortgages.
Management believes that the reserves recorded as of June 30, 2009 are adequate for the known potential repurchases.
However, continued declines in collateral values or the identification of additional loans to be repurchased could
necessitate additional reserves in the future.
NOTE I � FAIR VALUE OPTION
Statement of Financial Accounting Standard No. 159, �The Fair Value Option for Financial Assets and Financial
Liabilities � an Amendment of FASB Statement No. 115� (Statement 159) became effective for the Corporation on
January 1, 2008. Statement 159 permits entities to measure many financial instruments and certain other items at fair
value and requires certain disclosures for amounts for which the fair value option is applied.
The Corporation elected to record mortgage loans held for sale which were originated after September 30, 2008 at fair
value under Statement 159. Prior to October 1, 2008, mortgage loans held for sale were reported at the lower of
aggregate cost or market. The Corporation elected to adopt Statement 159 for mortgage loans held for sale to more
accurately reflect the financial performance of its entire mortgage banking activities in its consolidated financial
statements. Derivative financial instruments related to these activities are also recorded at fair value under Statement
133, as noted within Note G, �Derivative Financial Instruments�. The Corporation determines fair value for its mortgage
loans held for sale based on the price that secondary market investors would pay for loans with similar characteristics,
including interest rate and term, as of the date fair value is measured. The Corporation classifies interest income
earned on mortgage loans held for sale within interest income on the consolidated statements of income, which is
separate from the fair value adjustments on loans held for sale, which are recorded as components of gains on sales of
mortgage loans.
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The following table presents a summary of the Corporation�s fair value elections under Statement 159 and their impact
on the Corporation�s consolidated balance sheets:

Cost � Fair Value �
Asset Asset Balance Sheet

(Liability) (Liability) Classification
(in thousands)

June 30, 2009:
Mortgage loans held for sale (1) (2) $ 229,870 $ 231,806 Loans held for sale

December 31, 2008:
Mortgage loans held for sale (1) $ 64,787 $ 66,567 Loans held for sale

Hedged certificates of deposit (3) (7,458) (7,517)
Interest-bearing
deposits

$ 57,329 $ 59,050

(1) Cost basis of
mortgage loans
held for sale
represents the
unpaid principal
balance.

(2) For the three
and six months
ended June 30,
2009, the
Corporation
recorded
charges of
$613,000 and
income of
$156,000,
respectively,
included within
gains on sales of
mortgage loans
on the
consolidated
statements of
income,
representing the
changes in fair
values of
mortgage loans
held for sale.
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(3) All hedged
certificates of
deposit were
called in the
first quarter of
2009.

NOTE J � FAIR VALUE MEASUREMENTS
Statement 157 Fair Value Measurements
Statement of Financial Accounting Standards No. 157, �Fair Value Measurements� (Statement 157) establishes a fair
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into the following three
categories (from highest to lowest priority):
� Level 1 � Inputs that represent quoted prices for identical instruments in active markets.

� Level 2 � Inputs that represent quoted prices for similar instruments in active markets, or quoted prices for
identical instruments in non-active markets. Also includes valuation techniques whose inputs are derived
principally from observable market data other than quoted prices, such as interest rates or other
market-corroborated means.

� Level 3 � Inputs that are largely unobservable, as little or no market data exists for the instrument being valued.
Companies are required to categorize all assets and liabilities measured at fair value on both a recurring and
nonrecurring basis into the above three levels.
In April 2009, the FASB issued Staff Position No. 157-4, �Determining Fair Value When the Volume and Level of
Activity for the Asset or Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly�
(FSP FAS 157-4). This staff position provides additional guidance for estimating fair value in accordance with
Statement 157 when the volume and level of activity for an asset or liability have declined significantly and includes
guidance on identifying circumstances that indicate a transaction is not orderly. This staff position is effective for
interim and annual reporting periods ending after June 15, 2009, with early adoption permitted for periods ending after
March 15, 2009. The Corporation elected to early adopt FSP FAS 157-4, effective March 31, 2009. The Corporation�s
available for sale debt securities include ARCs and pooled trust preferred securities and certain single-issuer trust
preferred securities issued by financial institutions which, prior to the adoption of this staff position, were valued
through means other than quoted market prices due the Corporation�s conclusion that the market for the securities was
not active. Therefore, the adoption of this staff position did not impact the Corporation�s consolidated financial
statements.
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Items Measured at Fair Value on a Recurring Basis
The Corporation�s assets and liabilities measured at fair value on a recurring basis and reported on the consolidated
balance sheet as of June 30, 2009 were as follows:

Level 1 Level 2 Level 3 Total
(in thousands)

Mortgage loans held for sale $ � $ 231,806 $ � $ 231,806
Available for sale investment securities 35,165 2,903,722 301,496 3,240,383
Other financial assets 9,296 3,397 � 12,693

Total assets $ 44,461 $ 3,138,925 $ 301,496 $ 3,484,882

Other financial liabilities $ 9,296 $ 2,665 $ � $ 11,961

The valuation techniques used to measure fair value for the items in the table above are as follows:
� Mortgage loans held for sale � This category consists of mortgage loans held for sale that the Corporation has

elected to measure at fair value under Statement 159. Fair value as of June 30, 2009 was measured as the price
that secondary market investors were offering for loans with similar characteristics. See Note I, �Fair Value
Option� for details related to the Corporation�s election to measure assets and liabilities at fair value under
Statement 159.

� Available for sale investment securities � Included within this asset category are both equity and debt securities.
Equity securities consisting of stocks of financial institutions and mutual funds are listed as Level 1 assets,
measured at fair value based on quoted prices for identical securities in active markets. Debt securities,
excluding ARCs, pooled trust preferred securities and certain single-issuer trust preferred securities, are
classified as Level 2 assets and consist of: U.S. government and U.S. government sponsored agency securities,
state and municipal securities, corporate debt securities, collateralized mortgage obligations and
mortgage-backed securities. Fair values are determined by a third-party pricing service using both quoted
prices for similar assets, when available, and model-based valuation techniques that derive fair value based on
market-corroborated data, such as instruments with similar prepayment speeds and default interest rates. See
Note C, �Investment Securities� for additional details related to the Corporation�s available for sale investment
securities.

ARCs, as discussed in Note H, �Commitments and Contingencies�, are classified as Level 3 assets and measured
at fair value based on an independent third-party valuation. Due to their illiquidity, ARCs were valued through
the use of an expected cash flows model. The assumptions used in preparing the expected cash flows model
include estimates of coupon rates, time to maturity and market rates of return.

Pooled trust preferred securities and certain single-issuer trust preferred securities are also classified as Level 3
assets. The fair values of pooled trust preferred securities and $7.0 million of single-issuer trust preferred
securities were determined based on quotes provided by third-party brokers who determined fair values based
predominantly on internal valuation models and were not indicative prices or binding offers. The Corporation
classified $59.2 million of other single-issuer trust preferred securities as Level 2 assets above.

Equity securities totaling $85.6 million, issued by the Federal Home Loan Bank and Federal Reserve Bank,
have been excluded from the above table.
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� Other financial assets � Included within this asset category are Level 1 assets, consisting of mutual funds that are
held in trust for employee deferred compensation plans and measured at fair value based on quoted prices for
identical securities in active markets, and Level 2 assets
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representing the fair value of mortgage banking derivatives in the form of interest rate locks with customers
and forward commitments with secondary market investors. The fair value of the Corporation�s interest rate
locks and forward commitments are determined as the amount that would be required to settle each derivative
financial instrument at the end of the period. See Note G, �Derivative Financial Instruments�, for additional
information.

� Other financial liabilities � Included within this category are the following liabilities: Level 1 employee deferred
compensation liabilities which are the amounts due to employees under the deferred compensation plans
described under the heading �Other financial assets� above; Level 2 mortgage banking derivatives, described
under the heading �Other financial assets� above; and Level 3 financial guarantees associated with the
Corporation�s commitment to purchase ARCs held within customer accounts.

The fair value of the financial guarantee liability associated with ARCs held by the Corporation�s customers
was determined using the same methods as the ARCs held by the Corporation and described under the heading
�Available for sale investment securities� above. The Corporation purchased all remaining ARCs held in
customer accounts during the three months ended June 30, 2009, therefore, there is no balance outstanding as
of June 30, 2009. See Note H, �Commitments and Contingencies� for additional information.
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The following tables present the changes in the Corporation�s assets and liabilities measured at fair value on a
recurring basis using unobservable inputs (Level 3) for the three and six months ended June 30, 2009:

Three Months Ended June 30, 2009

Available for Sale Investment Securities
Other

Financial
Pooled
Trust Single-issuer Liabilities �

Preferred
Trust

Preferred ARC
ARC

Financial
Securities Securities Investments Guarantee

(in thousands)

Balance, March 31, 2009 $ 10,692 $ 6,294 $ 203,578 $ (13,934)
Purchases (1) � � 79,741 14,013
Realized adjustment to fair value (2) (2,651) � � (79)
Unrealized adjustment to fair value (3) (3,129) 712 5,812 �
Redemptions � � (628) �
Discount accretion (4) 3 � 1,072 �

Balance, June 30, 2009 $ 4,915 $ 7,006 $ 289,575 $ �

Six Months Ended June 30, 2009

Available for Sale Investment Securities
Other

Financial
Pooled
Trust Single-issuer Liabilities �

Preferred
Trust

Preferred ARC
ARC

Financial
Securities Securities Investments Guarantee

(in thousands)

Balance, December 31, 2008 $ 15,381 $ 7,544 $ 195,900 $ (8,653)
Purchases (1) � � 89,383 14,890
Realized adjustment to fair value (2) (4,629) � � (6,237)
Unrealized adjustment to fair value (3) (5,840) (540) 3,147 �
Redemptions � � (717) �
Discount accretion (4) 3 2 1,862 �

Balance, June 30, 2009 $ 4,915 $ 7,006 $ 289,575 $ �

(1) For ARC
investments, amount
represents ARCs
acquired from
customers, less an
adjustment to fair
value upon purchase.
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For the ARC
financial guarantee,
amount represents the
reversal of the
guarantee liability
due to the purchase of
ARCs from
customers.

(2) For pooled trust
preferred securities,
realized adjustments
to fair value represent
credit related
other-than-temporary
impairment charges
that were recorded as
a reduction to
investment securities
gains on the
consolidated
statements of income.
For the ARC
financial guarantee,
the realized
adjustment to fair
value has been
included as a
component of
operating risk loss on
the Corporation�s
consolidated
statements of income.

(3) Pooled trust preferred
securities,
single-issuer trust
preferred securities,
and ARC investments
are classified as
available for sale
investment securities;
as such, the
unrealized adjustment
to fair value was
recorded as an
unrealized holding
gain (loss) and
included as a
component of
available for sale
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investment securities
on the Corporation�s
consolidated balance
sheet.

(4) Included as a
component of net
interest income on the
Corporation�s
consolidated
statements of income.

Items Measured at Fair Value on a Nonrecurring Basis
Certain assets and liabilities are not measured at fair value on an ongoing basis but are subject to fair value
measurement in certain circumstances, such as upon their acquisition or when there is evidence of impairment.
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The Corporation�s assets measured at fair value on a nonrecurring basis and reported on the Corporation�s consolidated
balance sheet as of June 30, 2009 were as follows:

Level
1 Level 2 Level 3 Total

(in thousands)

Loans held for sale $ � $ 10,633 $ � $ 10,633
Net loans � � 448,386 448,386
Other financial assets � 12,983 16,723 29,706

Total assets $ � $ 23,616 $ 465,109 $ 488,725

The valuation techniques used to measure fair value for the items in the table above are as follows:
� Loans held for sale � This category consists of loans held for sale that were measured at the lower of aggregate

cost or fair value. Fair value was measured as the price that secondary market investors were offering for loans
with similar characteristics.

� Net loans � This category includes commercial loans and commercial mortgage loans which were considered to
be impaired under Statement of Financial Accounting Standards No. 114, �Accounting by Creditors for
Impairment of a Loan� and have been classified as Level 3 assets. Impaired loans are measured at fair value
based on the present value of expected future cash flows discounted at the loan�s effective interest rate, or at the
loan�s observable market price or fair value of its collateral, if the loan is collateral dependent. An allowance for
loan losses is allocated to an impaired loan if its carrying value exceeds its estimated fair value. The amount
shown is the balance of impaired loans, net of the related allowance for loan losses.

� Other financial assets � This category includes foreclosed assets that the Corporation obtained during the first
six months of 2009. Fair values for these Level 2 assets were based on estimated selling prices less estimated
selling costs for similar assets in active markets.

Classified as Level 3 assets above are mortgage servicing rights (MSRs), which are initially recorded at fair
value upon the sale of residential mortgage loans, which the Corporation continues to service, to secondary
market investors. MSRs are amortized as a reduction to servicing income over the estimated lives of the
underlying loans.

MSRs are evaluated quarterly for impairment, by comparing the carrying amount to estimated fair value. Fair
value is determined at the end of each quarter through a discounted cash flows valuation. Significant inputs to
the valuation include expected net servicing income, the discount rate and the expected life of the underlying
loans.

Statement 107 Fair Values of Financial Instruments
In April 2009, the FASB issued Staff Position No. 107-1 and APB 28-1, �Interim Disclosures about Fair Value of
Financial Instruments�. This staff position requires publicly traded companies to include all disclosures required by
Statement of Financial Accounting Standards No. 107, �Fair Value Measurements� in interim reporting periods as well
as in annual financial statements. This staff position is effective for interim reporting periods ending after June 15,
2009, or June 30, 2009 for the Corporation.
The following table details the book values and the estimated fair values of the Corporation�s financial instruments as
of June 30, 2009 and December 31, 2008. In addition, a general description of the methods and assumptions used to
estimate such fair values is also provided below.
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Fair values of financial instruments are significantly affected by assumptions used, principally the timing of future
cash flows and discount rates. Because assumptions are inherently subjective in nature, the
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estimated fair values cannot be substantiated by comparison to independent market quotes and, in many cases, the
estimated fair values could not necessarily be realized in an immediate sale or settlement of the instrument. Further,
certain financial instruments and all non-financial instruments not measured at fair value on the Corporation�s
consolidated balance sheets are excluded. For financial instruments listed below which are not measured at fair value
on the Corporation�s consolidated balance sheets, the aggregate fair value amounts presented do not necessarily
represent management�s estimate of the underlying value of the Corporation.

June 30, 2009 December 31, 2008
Estimated Estimated

Book Value Fair Value Book Value Fair Value
(in thousands)

FINANCIAL ASSETS

Cash and due from banks $ 299,818 $ 299,818 $ 331,164 $ 331,164
Interest-bearing deposits with other
banks 25,453 25,453 16,791 16,791
Federal funds sold 437 437 4,919 4,919
Loans held for sale (1) 242,439 242,439 95,840 95,840
Securities held to maturity 9,435 9,536 9,636 9,765
Securities available for sale (1) 3,325,968 3,325,968 2,715,205 2,715,205
Loans, net of unearned income (1) 11,866,818 11,535,840 12,042,620 11,764,715
Accrued interest receivable 58,077 58,077 58,566 58,566
Other financial assets (1) 239,861 239,861 114,219 114,219

FINANCIAL LIABILITIES

Demand and savings deposits $ 6,172,730 $ 6,172,730 $ 5,453,799 $ 5,453,799
Time deposits (1) 5,543,567 5,585,023 5,098,117 5,137,078
Short-term borrowings 1,317,293 1,317,293 1,762,770 1,762,770
Accrued interest payable 61,471 61,471 53,678 53,678
Other financial liabilities (1) 56,182 56,182 73,203 73,203
Federal Home Loan Bank advances
and long-term debt 1,750,967 1,696,988 1,787,797 1,765,815

(1) Description of
fair value
determinations
for these
financial
instruments, or
certain financial
instruments
within these
categories,
measured at fair
value on the
Corporation�s
consolidated
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balance sheets,
are detailed
under the
heading,
�Statement 157
Fair Value
Measurements�
above.

For short-term financial instruments, defined as those with remaining maturities of 90 days or less and excluding those
recorded at fair value and reported above under the heading, �Statement 157 Fair Value Measurements�, the carrying
amount was considered to be a reasonable estimate of fair value. The following instruments are predominantly
short-term:

Assets Liabilities
Cash and due from banks Demand and savings deposits
Interest bearing deposits Short-term borrowings
Federal funds sold Accrued interest payable
Accrued interest receivable Other financial liabilities
For those components of the above-listed financial instruments with remaining maturities greater than 90 days, fair
values were determined by discounting contractual cash flows using rates which could be earned for assets with
similar remaining maturities and, in the case of liabilities, rates at which the liabilities with similar remaining
maturities could be issued as of the balance sheet date.
The estimated fair values of securities held to maturity as of June 30, 2009 and December 31, 2008 were based on
quoted market prices, broker quotes or dealer quotes.
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For short-term loans and variable rate loans that reprice within 90 days, the carrying value was considered to be a
reasonable estimate of fair value. For other types of loans, fair value was estimated by discounting future cash flows
using the current rates at which similar loans would be made to borrowers with similar credit ratings and for the same
remaining maturities.
The fair value of long-term debt was estimated by discounting the remaining contractual cash flows using a rate at
which the Corporation could issue debt with a similar remaining maturity as of the balance sheet date. The fair values
of commitments to extend credit and standby letters of credit, included within other financial liabilities above, are
estimated to equal their carrying amounts.
NOTE K � New Accounting Standards
In May 2009, the FASB issued Statement of Financial Accounting Standards No. 165, �Subsequent Events� (Statement
165). Statement 165 establishes the general standards of accounting for and disclosure of events that occur after the
balance sheet date but before financial statements are issued or available to be issued. Statement 165 was effective for
the Corporation on June 30, 2009. The Corporation has evaluated subsequent events through August 10, 2009, the
date these financial statements were issued.
In June 2009, the FASB issued Statement of Financial Accounting Standards No. 166, �Accounting for Transfers of
Financial Assets � an amendment of FASB Statement No. 140� (Statement 166). Statement 166 amends the accounting
for transfers of financial assets. Among its amendments to FASB Statement 140, it eliminates the concept of
qualifying special-purpose entities, requires additional criteria to be met in order for the transfer of portions of
financial assets to qualify for sale treatment, and expands the legal isolation criteria. Statement 166 is effective for a
reporting entity�s first annual reporting period that begins after November 15, 2009, or January 1, 2010 for the
Corporation. The Corporation is currently evaluating the impact of adopting Statement 166.
In June 2009, the FASB issued Statement of Financial Accounting Standards No. 167, �Amendments to FASB
Interpretation No. 46(R)� (Statement 167). Statement 167 amends the accounting for variable interest entities.
Statement 167 amends the criteria for determining the primary beneficiary of, and the entity required to consolidate, a
variable interest entity. Statement 167 is effective for a reporting entity�s first annual reporting period that begins after
November 15, 2009, or January 1, 2010 for the Corporation. The Corporation is currently evaluating the impact of
adopting Statement 167.
NOTE L � Reclassifications
Certain amounts in the 2008 consolidated financial statements and notes have been reclassified to conform to the 2009
presentation.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Management�s Discussion and Analysis of Financial Condition and Results of Operations (Management�s Discussion)
concerns Fulton Financial Corporation (the Corporation), a financial holding company incorporated under the laws of
the Commonwealth of Pennsylvania in 1982, and its wholly owned subsidiaries. This discussion and analysis should
be read in conjunction with the consolidated financial statements and notes presented in this report.
FORWARD-LOOKING STATEMENTS
The Corporation has made, and may continue to make, certain forward-looking statements with respect to its
acquisition and growth strategies; market risk; changes or adverse developments in economic, political, or regulatory
conditions; a continuation or worsening of the current disruption in credit and other markets, including the lack of or
reduced access to, and the abnormal functioning of markets for mortgages and other asset-backed securities and for
commercial paper and other short-term borrowings; changes in the levels of Federal Deposit Insurance Corporation
deposit insurance premiums and assessments; the effect of competition and interest rates on net interest margin and
net interest income; investment strategy and income growth; investment securities gains and losses; declines in the
value of securities which may result in charges to earnings; changes in rates of deposit and loan growth; asset quality
and the impact on assets from adverse changes in the economy and in credit or other markets and resulting effects on
credit risk and asset values; balances of risk-sensitive assets to risk-sensitive liabilities; salaries and employee benefits
and other expenses; amortization of intangible assets; goodwill impairment; capital and liquidity strategies and other
financial and business matters for future periods. The Corporation cautions that these forward-looking statements are
subject to various assumptions, risks and uncertainties. Because of the possibility of changes in these assumptions,
actual results could differ materially from forward-looking statements. The Corporation undertakes no obligations to
update or revise any forward-looking statements.
RESULTS OF OPERATIONS
Overview
Summary Financial Results
The Corporation generates the majority of its revenue through net interest income, or the difference between interest
earned on loans and investments and interest paid on deposits and borrowings. Growth in net interest income is
dependent upon balance sheet growth and/or maintaining or increasing the net interest margin, which is net interest
income (fully taxable-equivalent, or FTE) as a percentage of average interest-earning assets. The Corporation also
generates revenue through fees earned on the various services and products offered to its customers and through sales
of assets, such as loans, investments or properties. Offsetting these revenue sources are provisions for credit losses on
loans, operating expenses and income taxes.
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The following table presents a summary of the Corporation�s earnings and selected performance ratios:

As of or for the As of or for the
Three months ended Six months ended

June 30 June 30
2009 2008 2009 2008

Net income available to common shareholders
(in thousands) $ 8,065 $25,678 $16,119 $67,174
Income before income taxes (in thousands) $15,515 $37,598 $30,173 $93,297
Diluted net income per share $ 0.05 $ 0.15 $ 0.09 $ 0.39
Return on average assets 0.32% 0.65% 0.32% 0.85%
Return on average common equity 2.16% 6.33% 2.17% 8.40%
Return on average tangible common equity (1) 3.83% 11.03% 3.85% 14.65%
Net interest margin (2) 3.43% 3.75% 3.44% 3.67%
Non-performing assets to total assets 1.73% 1.02% 1.73% 1.02%
Net charge-offs to average loans (annualized) 0.97% 0.33% 0.99% 0.24%

(1) Calculated as net
income, adjusted
for intangible asset
amortization (net
of tax), divided by
average
shareholders�
equity, excluding
goodwill and
intangible assets.

(2) Presented on a
fully
taxable-equivalent
basis, using a 35%
Federal tax rate
and statutory
interest expense
disallowances. See
also �Net Interest
Income� section of
Management�s
Discussion.

The Corporation�s income before income taxes for the second quarter of 2009 decreased $22.1 million, or 58.7%, from
the same period in 2008. Income before income taxes for the first half of 2009 decreased $63.1 million, or 67.7%, in
comparison to the first half of 2008. The decrease in income before income taxes for the three and six months ended
June 30, 2009 in comparison to the same periods in 2008 were primarily due to the following significant items:
Decreases in income before income taxes:
� Increases in the provision for loan losses of $33.3 million and $72.1 million for the three and six months ended
June 30, 2009, respectively.
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During the first half of 2009, weak economic conditions continued to negatively impact the Corporation�s loan
portfolio. The Corporation�s non-performing assets increased from $164.5 million, or 1.02% of total assets, at
June 30, 2008 to $292.2 million, or 1.73% of total assets, at June 30, 2009, with significant increases in
non-performing construction loans ($66.0 million, or 178.3%), commercial mortgages ($18.7 million, or 47.8%),
commercial loans ($18.3 million, or 45.6%) and residential mortgage and home equity loans ($15.2 million, or
69.3%).

Annualized net charge-offs for the second quarter of 2009 were $29.1 million, or 0.97% of average loans, compared
to annualized net charge-offs of $9.6 million, or 0.33% of average loans, for the second quarter of 2008. Annualized
net charge-offs for the first half of 2009 were $59.2 million, or 0.99% of average loans, compared to annualized net
charge-offs for the first half of 2008 of $13.9 million, or 0.24% of average loans.

The increase in the provision for loan losses was due to the increases in non-performing assets and net charge-offs
during the three and six months ended June 30, 2009.
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� Decrease in other income of $13.9 million due to the pre-tax gain on the sale of the Corporation�s credit card
portfolio in the second quarter of 2008.

During the second quarter of 2008, the Corporation sold its approximately $87 million credit card portfolio to U.S.
Bank National Association ND, d/b/a Elan Financial Services (Elan), and recorded a $13.9 million pre-tax gain on
the transaction.

� Increases in Federal Deposit Insurance Corporation (FDIC) insurance expense of $11.5 million and $15.0 million
for the three and six months ended June 30, 2009, respectively.

During the second quarter of 2009, the FDIC imposed a special assessment of 5 basis points on insured deposits,
resulting in a one-time pre-tax charge of $7.7 million for the Corporation. The remaining increases in FDIC
insurance expense for the three and six months ended June 30, 2009 were primarily due to the significant increase
in assessment rates in 2009. The FDIC may impose additional special assessments in the future.

Increase in income before income taxes:
� Decreases in other-than-temporary impairment of investment securities charges of $21.6 million and $22.2 million
for the three and six months ended June 30, 2009, respectively.

During the three and six months ended June 30, 2008, the Corporation recorded pre-tax charges of $24.7 million
and $28.2 million, respectively, for the other-than-temporary impairment of stocks of financial institutions, recorded
within investment securities gains (losses) on the consolidated statements of income. In comparison, the
Corporation recorded pre-tax charges of $728,000 and $1.7 million, respectively, for the other-than-temporary
impairment of stocks of financial institutions during the three and six months ended June 30, 2009. These charges
were due to the severity and duration of the declines in fair values of the stocks written down. As of June 30, 2009
the Corporation�s portfolio of financial institutions stocks had a cost basis of $37.8 million and a fair value of
$32.7 million.

Partially offsetting the decrease in other-than-temporary impairment charges for stocks of financial institutions were
other-than-temporary impairment charges for debt securities issued by financial institutions of $2.7 million and
$4.6 million recorded during the three and six months ended June 30, 2009, respectively. There were no
other-than-temporary impairment charges for debt securities in the first half of 2008.

See Note C, �Investment Securities� in the Notes to Consolidated Financial Statements for additional details related to
the other-than-temporary impairment of securities.

� A reduction in contingent losses associated with the Corporation�s guarantee to purchase illiquid auction rate
certificates (ARCs) from customers of $13.1 million and $7.0 million for the three and six months ended June 30,
2009, respectively.

Beginning in the second quarter of 2008, the Corporation agreed to purchase illiquid student-loan backed ARCs
from customers of its investment management and trust subsidiary, Fulton Financial Advisors, N.A. (FFA), upon
notification from customers that they had liquidity needs or otherwise desired to liquidate their holdings. This
resulted in a pre-tax charge of $13.2 million, recorded as a component of operating risk loss on the consolidated
statements of income, in the second quarter of 2008.

Throughout the remainder of 2008, FFA had generally purchased ARCs from customers at par value with an
interest adjustment which was designed to position customers as if they had owned 90-day U.S. Treasury bills
instead of ARCs. As FFA�s approach to purchasing customers� ARCs evolved, however, interest adjustments were
not made on certain accounts due to various circumstances and restrictions. To
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provide similar treatment to all of FFA�s customers holding ARCs and in consideration of certain other market
developments, in the first quarter of 2009 the Corporation decided that all future ARC purchases from customer
accounts would be at par value, without an interest adjustment. Furthermore, the Corporation reimbursed customers
for the amount of the interest differential on ARCs previously sold to the Corporation. As a result of this interest
adjustment, the Corporation recorded a pre-tax charge of $5.7 million in the first quarter of 2009.

In April 2009, FFA notified its remaining customers holding ARCs that it would purchase the ARCs at par value if
notice of their acceptance of this offer were received by May 15, 2009. As a result, as of June 30, 2009, there are no
longer any ARCs still held by FFA�s customers which the Corporation will be required to purchase. See Note H,
�Commitments and Contingencies� in the Notes to Consolidated Financial Statements for additional details.

� Increase in gains on sales of mortgage loans of $4.7 million and $11.0 million for the three and six months ended
June 30, 2009, respectively.

During the first half of 2009, low interest rates on residential mortgages resulted in a significant increase in
residential mortgage refinances. As a result, the Corporation experienced a significant increase in volumes of
residential mortgage loans sold to secondary market investors, and a corresponding increase in gains on such sales.

Total loans sold in the second quarter of 2009 increased $486.5 million, or 297.4%, from $163.6 million in the
second quarter of 2008 to $650.0 million in the second quarter of 2009. For the first half of 2009, total loans sold
increased $870.8 million, or 266.2%, from $327.1 million in the first half of 2008 to $1.2 billion in the first half of
2009.

Approximately 80% of loans originated for sale in the three and six months ended June 30, 2009 were from
refinances, with the remaining 20% from purchases. In comparison, for the three and six months ended June 30,
2008, refinances represented approximately 50% of loans originated for sale.

Quarter Ended June 30, 2009 compared to the Quarter Ended June 30, 2008
Net Interest Income
Net interest income decreased $3.9 million, or 3.0%, to $127.9 million in 2009 from $131.9 million in 2008 due to a
decrease in net interest margin, offset by an increase in average interest-earning assets.
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The following table provides a comparative average balance sheet and net interest income analysis for the second
quarter of 2009 as compared to the same period in 2008. Interest income and yields are presented on an FTE basis,
using a 35% Federal tax rate and statutory interest expense disallowances. The discussion following this table is based
on these FTE amounts. All dollar amounts are in thousands.

Three months ended June 30
2009 2008

Average Yield/ Average Yield/

Balance
Interest
(1) Rate Balance

Interest
(1) Rate

ASSETS
Interest-earning assets:
Loans, net of unearned income
(2) $ 11,960,669 $ 163,744 5.49% $ 11,423,409 $ 180,433 6.35%
Taxable investment securities (3) 2,673,136 29,422 4.40 2,304,391 28,528 4.90
Tax-exempt investment securities
(3) 462,991 6,425 5.55 509,784 6,911 5.42
Equity securities (1) (3) 134,702 660 1.96 196,981 1,729 3.52

Total investment securities 3,270,829 36,507 4.47 3,011,156 37,168 4.90
Loans held for sale 139,354 1,628 4.67 108,478 1,611 5.94
Other interest-earning assets 20,897 40 0.76 16,325 101 2.50

Total interest-earning assets 15,391,749 201,919 5.26% 14,559,368 219,313 6.05%
Noninterest-earning assets:
Cash and due from banks 283,399 323,223
Premises and equipment 204,451 196,990
Other assets 938,156 984,000
Less: Allowance for loan losses (211,166) (115,936)

Total Assets $ 16,606,589 $ 15,947,645

LIABILITIES AND EQUITY
Interest-bearing liabilities:
Demand deposits $ 1,818,897 $ 2,002 0.44% $ 1,708,050 $ 2,968 0.70%
Savings deposits 2,307,089 4,401 0.76 2,207,699 6,600 1.20
Time deposits 5,625,841 41,604 2.97 4,361,280 41,562 3.83

Total interest-bearing deposits 9,751,827 48,007 1.97 8,277,029 51,130 2.48
Short-term borrowings 1,186,541 921 0.31 2,314,845 12,387 2.13
FHLB advances and long-term
debt 1,780,120 21,225 4.78 1,871,649 19,985 4.29

Total interest-bearing liabilities 12,718,488 70,153 2.21% 12,463,523 83,502 2.69%
Noninterest-bearing liabilities:
Demand deposits 1,812,539 1,662,266
Other 206,901 190,963
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Total Liabilities 14,737,928 14,316,752
Shareholders� equity 1,868,661 1,630,893

Total Liabilities and
Shareholders� Equity $ 16,606,589 $ 15,947,645

Net interest income/net interest
margin (FTE) 131,766 3.43% 135,811 3.75%

Tax equivalent adjustment (3,822) (3,921)

Net interest income $ 127,944 $ 131,890

(1) Includes
dividends
earned on equity
securities.

(2) Includes
non-performing
loans.

(3) Balances
include
amortized
historical cost
for available for
sale securities.
The related
unrealized
holding gains
(losses) are
included in
other assets.
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The following table summarizes the changes in FTE interest income and expense due to changes in average balances
(volume) and changes in rates:

2009 vs. 2008
Increase (decrease) due

to change in
Volume Rate Net

(in thousands)
Interest income on:
Loans, net of unearned income $ 8,339 $ (25,028) $ (16,689)
Taxable investment securities 4,032 (3,138) 894
Tax-exempt investment securities (640) 154 (486)
Equity securities (444) (625) (1,069)
Loans held for sale 402 (385) 17
Other interest-earning assets 23 (84) (61)

Total interest income $ 11,712 $ (29,106) $ (17,394)

Interest expense on:
Demand deposits $ 184 $ (1,150) $ (966)
Savings deposits 294 (2,493) (2,199)
Time deposits 10,613 (10,571) 42
Short-term borrowings (4,166) (7,300) (11,466)
FHLB advances and long-term debt (997) 2,237 1,240

Total interest expense $ 5,928 $ (19,277) $ (13,349)

Interest income decreased $17.4 million, or 7.9%, due to a $29.1 million decrease related to changes in interest rates.
During the second quarter of 2009, the average yield on interest-earning assets decreased 79 basis points, or 13.1%, in
comparison the second quarter of 2008. This decrease in interest income due to changes in rates was partially offset by
an $11.7 million increase in interest income realized from growth in average interest-earning assets of $832.4 million,
or 5.7%.
The increase in average interest-earning assets was due, in part, to loan growth, which is summarized in the following
table:

Three months ended
June 30 Increase (decrease)

2009 2008 $ %
(dollars in thousands)

Real estate � commercial mortgage $ 4,091,498 $ 3,683,260 $ 408,238 11.1%
Commercial � industrial, financial and agricultural 3,656,294 3,502,082 154,212 4.4
Real estate � home equity 1,668,562 1,568,012 100,550 6.4
Real estate � construction 1,152,195 1,317,780 (165,585) (12.6)
Real estate � residential mortgage 935,983 890,394 45,589 5.1
Consumer 371,610 376,698 (5,088) (1.4)
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Leasing and other 84,527 85,183 (656) (0.8)

Total $ 11,960,669 $ 11,423,409 $ 537,260 4.7%

The growth in average loans was primarily in commercial mortgage loans, commercial loans and home equity loans.
The increases in commercial mortgages and commercial loans were primarily in floating and adjustable rate products,
while the increase in home equity loans was primarily due to the introduction of a new blended fixed/floating rate
product in late 2007, which continued to increase in popularity throughout the second half of 2008.
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Geographically, the increase in commercial mortgage loans was mainly attributable to increases within the
Corporation�s Pennsylvania ($220.7 million), New Jersey ($85.2 million) and Maryland ($83.1 million) markets, while
the increase in commercial loans was due to increases in the Pennsylvania ($127.2 million), New Jersey
($26.3 million) and Virginia ($25.8 million) markets. The increase in home equity loans was spread evenly throughout
the Corporation�s markets.
Offsetting these increases was a decrease in construction loans, largely due to a decrease in floating rate commercial
construction loans. The decrease in construction loans was due to a slowdown in residential housing construction and
the Corporation�s efforts to reduce its lending exposure in this sector, particularly in its Maryland and Virginia
markets.
The average yield on loans decreased 86 basis points, or 13.5%, from 6.35% in 2008 to 5.49% in 2009. The decrease
in yield reflected a lower interest rate environment, as illustrated by a lower average prime rate during the second
quarter of 2009 (3.25%) as compared to the same period in 2008 (5.09%). The decrease in average yields was not as
pronounced as the decrease in the average prime rate as fixed rate loans do not reprice when short-term rates decline.
Average investments increased $259.7 million, or 8.6%, due primarily to Corporation�s purchase of ARCs from
customers, which increased average investments by $232.7 million. The average yield on investments decreased 43
basis points, or 8.8%, from 4.90% in 2008 to 4.47% in 2009, as reinvestment of cash flows was at yields that were
lower than the overall portfolio yield. The $232.7 million increase in the average balances of ARCs resulted in a
decrease of 10 basis points in average yield. In addition, investment yields were adversely impacted by the reduction,
or in some cases the suspension of, dividends on equities, particularly stocks of financial institutions and Federal
Home Loan Bank (FHLB) stock holdings.
Average loans held for sale increased $30.9 million, or 28.5%, as a result of a $533.8 million, or 181.0%, increase in
the volume of loans originated for sale in the second quarter of 2009 as compared to the same period in 2008. The
increase was primarily due to a decrease in interest rates, which resulted in an increase in refinances of mortgage
loans.
The $17.4 million decrease in interest income was partially offset by a decrease in interest expense of $13.3 million,
or 16.0%, to $70.2 million in the second quarter of 2009 from $83.5 million in the same period in 2008. Interest
expense decreased $19.3 million as a result of a 48 basis point, or 17.8%, decrease in the average cost of
interest-bearing liabilities. The decrease was partially offset by a $5.9 million increase in interest expense caused by
growth in average interest-bearing liabilities of $255.0 million, or 2.0%.
The following table summarizes the changes in average deposits, by type:

Three months ended
June 30 Increase

2009 2008 $ %
(dollars in thousands)

Noninterest-bearing demand $ 1,812,539 $ 1,662,266 $ 150,273 9.0%
Interest-bearing demand 1,818,897 1,708,050 110,847 6.5
Savings 2,307,089 2,207,699 99,390 4.5

Total, excluding time deposits 5,938,525 5,578,015 360,510 6.5
Time deposits 5,625,841 4,361,280 1,264,561 29.0

Total $ 11,564,366 $ 9,939,295 $ 1,625,071 16.3%

The Corporation experienced an increase in noninterest-bearing and interest-bearing demand and savings accounts of
$360.5 million, or 6.5%. The increase in noninterest-bearing demand accounts was primarily
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in business accounts, while the increase in interest-bearing demand and savings accounts was primarily in
governmental accounts. The increase in time deposits was due to a $1.1 billion increase in customer certificates of
deposit and a $99.3 million increase in brokered certificates of deposit. The increase in customer certificates of deposit
was due, in large part, to the promotion of a variable rate product during late 2008 and throughout the first quarter of
2009. In the short-term, this certificate of deposit growth had a negative impact on net interest income and net interest
margin as alternative funding sources, such as short-term borrowings, carry a lower cost than time deposits. However,
this shift in funding sources, is consistent with the Corporation�s focus on customer relationships, and strengthened the
Corporation�s overall liquidity profile.
As average deposits increased, short-term and long-term borrowings decreased. The following table summarizes the
changes in average borrowings, by type:

Three months ended
June 30 Increase (decrease)

2009 2008 $ %
(dollars in thousands)

Short-term borrowings:
Customer short-term promissory notes $ 297,743 $ 468,802 $ (171,059) (36.5%)
Customer repurchase agreements 256,306 223,092 33,214 14.9

Total short-term customer funding 554,049 691,894 (137,845) (19.9)
Federal funds purchased 580,020 1,303,590 (723,570) (55.5)
Federal Reserve Bank borrowings 48,352 � 48,352 N/A
FHLB overnight repurchase agreements � 300,549 (300,549) (100.0)
Other short-term borrowings 4,120 18,812 (14,692) (78.1)

Total other short-term borrowings 632,492 1,622,951 (990,459) (61.0)

Total short-term borrowings 1,186,541 2,314,845 (1,128,304) (48.7)

Long-term debt:
FHLB advances 1,397,010 1,489,016 (92,006) (6.2)
Other long-term debt 383,110 382,633 477 0.1

Total long-term debt 1,780,120 1,871,649 (91,529) (4.9)

Total $ 2,966,661 $ 4,186,494 $ (1,219,833) (29.1%)

N/A � Not applicable
The decrease in short-term borrowings was mainly due to a $723.6 million decrease in Federal funds purchased, a
$300.5 million decrease in FHLB overnight repurchase agreements and a $137.8 million decrease in short-term
customer funding. The decrease in other short-term borrowings was due to the increase in customer funding in the
form of demand and saving accounts, which reduced funding needs. The decrease in short-term customer funding
resulted from the lower yields available on these products. The decrease in long-term debt was due to maturities of
FHLB advances.
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Provision for Loan Losses and Allowance for Credit Losses
The following table presents the activity in the Corporation�s allowance for credit losses:

Three months ended
June 30

2009 2008
(dollars in thousands)

Loans, net of unearned income outstanding at end of period $ 11,866,818 $ 11,577,495

Daily average balance of loans, net of unearned income $ 11,960,669 $ 11,423,409

Balance of allowance for credit losses at beginning of period $ 200,063 $ 119,069
Loans charged off:
Real estate � construction 11,294 �
Commercial � industrial, agricultural and financial 6,274 4,752
Real estate � commercial mortgage 5,961 386
Real estate � residential mortgage and home equity 1,830 1,719
Consumer 3,064 1,366
Leasing and other 2,099 1,973

Total loans charged off 30,522 10,196

Recoveries of loans previously charged off:
Real estate � construction 214 �
Commercial � industrial, agricultural and financial 306 �
Real estate � commercial mortgage 25 65
Real estate � residential mortgage and home equity 147 2
Consumer 511 300
Leasing and other 210 277

Total recoveries 1,413 644

Net loans charged off 29,109 9,552
Provision for loan losses 50,000 16,706

Balance of allowance for credit losses at end of period $ 220,954 $ 126,223

Components of Allowance for Credit Losses:
Allowance for loan losses $ 214,170 $ 122,340
Reserve for unfunded lending commitments 6,784 3,883

Allowance for credit losses $ 220,954 $ 126,223

Selected Ratios:
Net charge-offs to average loans (annualized) 0.97% 0.33%
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Allowance for credit losses to loans outstanding 1.86% 1.09%
Allowance for loan losses to loans outstanding 1.80% 1.06%
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The following table summarizes the Corporation�s non-performing assets as of the indicated dates:

June 30 June 30
December

31
2009 2008 2008

(dollars in thousands)

Non-accrual loans $ 228,132 $ 108,699 $ 161,962
Loans 90 days past due and accruing 39,135 35,656 35,177

Total non-performing loans 267,267 144,355 197,139
Other real estate owned (OREO) 24,916 20,156 21,855

Total non-performing assets $ 292,183 $ 164,511 $ 218,994

Non-accrual loans to total loans 1.92% 0.94% 1.34%
Non-performing assets to total assets 1.73% 1.02% 1.35%
Allowance for credit losses to non-performing loans 82.67% 87.44% 91.38%
Non-performing assets to tangible common shareholders� equity
and allowance for credit losses 24.99% 15.40% 19.68%
The following table summarizes the Corporation�s non-performing loans, by type, as of the indicated dates:

June 30 June 30
December

31
2009 2008 2008

(in thousands)

Real estate � construction $ 102,977 $ 37,003 $ 80,083
Commercial � industrial, agricultural and financial 58,433 40,127 40,294
Real estate � commercial mortgage 57,786 39,099 41,745
Real estate � residential mortgage and home equity 37,231 21,988 26,304
Consumer 9,764 5,748 8,374
Leasing 1,076 390 339

Total non-performing loans $ 267,267 $ 144,355 $ 197,139

Non-performing assets increased to $292.2 million, or 1.73% of total assets, at June 30, 2009, from $164.5 million, or
1.02% of total assets, at June 30, 2008. The increase in non-performing assets in comparison to June 30, 2009 was
primarily due to a $66.0 million, or 178.3%, increase in non-performing construction loans, an $18.7 million, or
47.8%, increase in non-performing commercial mortgage loans, an $18.3 million, or 45.6%, increase in
non-performing commercial loans and a $15.2 million, or 69.3%, increase in non-performing residential mortgage and
home equity loans.
The $66.0 million increase in non-performing construction loans was related to the slowdown of residential housing
activity and deteriorating real estate values, particularly within the Corporation�s Maryland and Virginia markets,
which accounted for $69.1 million, or 67.1%, of the $103.0 million of non-performing construction loans at June 30,
2009. Remaining non-performing construction loans at June 30, 2009 of $23.6 million and $10.3 million were
originated within the Corporation�s New Jersey and Pennsylvania markets, respectively.
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The $18.7 million increase in non-performing commercial mortgage loans was due primarily to an increase in
non-performing loans in New Jersey whose businesses are related to the residential housing industry. The
$18.3 million increase in non-performing commercial loans was caused by both poor economic conditions and
borrowers whose businesses are tied to the to the residential construction sector. The $15.2 million increase in
non-performing residential housing and home equity loans was spread across most of the Corporation�s geographical
markets.
The $24.9 million balance of OREO as of June 30, 2009 was primarily due to foreclosures on repurchased residential
mortgage loans, which contributed $18.2 million to the balance of OREO.
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Net charge-offs increased $19.6 million, or 204.7%, to $29.1 million for the second quarter of 2009 compared to
$9.6 million for the second quarter of 2008. Annualized net charge-offs to average loans increased 64 basis points, or
193.9%, to 97 basis points for the second quarter of 2009. Of the $29.1 million of net charge-offs recorded for the
second quarter of 2009, 34% was for borrowers located in New Jersey, 29% in Maryland, 23% in Pennsylvania, 13%
in Virginia and 1% in Delaware. During the second quarter of 2009, there were seven individual charge-offs which
exceeded $1.0 million, with an aggregate amount of $13.8 million, of which $8.6 million were loans to customers
whose business were negatively impacted by the downturn in residential real estate.
The provision for loan losses totaled $50.0 million for the second quarter of 2009, an increase of $33.3 million, or
199.3%, over the same period in 2008. This significant increase in the provision for loan losses was primarily related
to the increase in non-performing loans and net charge-offs.
The following table presents ending balances of loans outstanding, net of unearned income:

June 30 June 30 December 31
2009 2008 2008

(in thousands)

Real-estate � commercial mortgage $ 4,121,208 $ 3,771,209 $ 4,016,700
Commercial � industrial, agricultural and financial 3,614,144 3,518,483 3,635,544
Real-estate � home equity 1,653,461 1,593,405 1,695,398
Real-estate � construction 1,096,047 1,321,980 1,269,330
Real-estate � residential mortgage 925,270 924,789 972,797
Consumer 371,492 362,925 365,692
Leasing and other 85,196 84,704 87,159

Loans, net of unearned income $ 11,866,818 $ 11,577,495 $ 12,042,620

Approximately $5.2 billion, or 44.0%, of the Corporation�s loan portfolio was in commercial mortgage and
construction loans at June 30, 2009. While the Corporation does not have a concentration of credit risk with any single
borrower or industry, the performance of real estate markets and general economic conditions have adversely
impacted the performance of these loans, most significantly construction loans to residential housing developers in the
Corporation�s Maryland and Virginia markets.
Commercial loans comprise 30.5% of the total loan portfolio. The credit quality of these loans has been impacted by
generally poor economic conditions as evidenced by an increasing level of non-performing loans since December 31,
2008. In particular, the credit quality of loans to commercial borrowers whose businesses are related to the residential
housing industry continued to deteriorate during the second quarter of 2009.
Approximately $2.6 billion, or 21.7%, of the Corporation�s loan portfolio was in residential mortgage and home equity
loans at June 30, 2009. Decreases in residential real estate values in some of the Corporation�s geographic areas, most
notably in portions of Maryland, New Jersey and Virginia, and generally poor economic conditions have resulted in
increases in non-performing loans and negatively impacted the overall credit quality of the portfolio.
Management believes that the allowance for credit losses balance of $221.0 million at June 30, 2009 is sufficient to
cover losses inherent in both the loan portfolio and the unfunded lending commitments on that date and is appropriate
based on applicable accounting standards.
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Other Income
The following table presents the components of other income:

Three months ended
June 30 Increase (decrease)

2009 2008 $ %
(dollars in thousands)

Service charges on deposit accounts $ 15,061 $ 15,319 $ (258) (1.7%)
Other service charges and fees 9,595 9,131 464 5.1
Investment management and trust services 7,876 8,389 (513) (6.1)
Gains on sales of mortgage loans 7,395 2,670 4,725 177.0
Credit card income 1,364 1,086 278 25.6
Gains on sales of OREO 883 81 802 990.1
Other 3,126 3,211 (85) (2.6)

Total, excluding gain on sale of credit card portfolio
and investment securities gains (losses) 45,300 39,887 5,413 13.6
Gain on sale of credit card portfolio � 13,910 (13,910) (100.0)
Investment securities gains (losses) 77 (21,647) 21,724 N/M

Total $ 45,377 $ 32,150 $ 13,227 41.1%

N/M �Not meaningful
The $513,000, or 6.1%, decrease in investment management and trust services income was due to a $911,000, or
14.3%, decrease in trust revenue, as a result of decreases in the values of assets under management. This decrease was
offset by a $398,000, or 19.5%, increase in brokerage revenue. The increase in brokerage revenue was due to the
Corporation�s transition of its brokerage business from a transaction-based model to a relationship model during 2008.
Gains on sales of mortgage loans increased $4.7 million, or 177.0%, due to an increase in the volume of loans sold.
Total loans sold in the second quarter of 2009 were $650.0 million, compared to $163.6 million in the second quarter
of 2008. The $486.5 million, or 297.4%, increase in the volume of loans sold was mainly due to an increase in
refinance activity, as rates remained low.
Investment securities gains of $77,000 for the second quarter of 2009 included $3.5 million of net gains on the sale of
securities, primarily mortgage-backed securities, offset by $3.4 million of other-than-temporary impairment charges.
The Corporation recorded $2.7 million of other-than-temporary impairment charges for pooled trust preferred
securities issued by financial institutions and $728,000 of other-than-temporary impairment charges related to
financial institution stocks. The $21.6 million of investment securities losses for the second quarter of 2008 was due
primarily to $24.7 million of other-than-temporary impairment charges for financial institution stocks, offset by
$3.4 million of net gains on the sale of investment securities. See Note C, �Investment Securities� in the Notes to
Consolidated Financial Statements for additional details.
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Other Expenses
The following table presents the components of other expenses:

Three months ended
June 30 Increase (decrease)

2009 2008 $ %
(dollars in thousands)

Salaries and employee benefits $ 55,799 $ 54,281 $ 1,518 2.8%
FDIC insurance expense 12,206 675 11,531 1,708.3
Net occupancy expense 10,240 10,238 2 �
Equipment expense 3,300 3,398 (98) (2.9)
Data processing 2,907 3,116 (209) (6.7)
Telecommunications 2,181 1,991 190 9.5
Professional fees 2,088 1,795 293 16.3
OREO expense 1,867 1,023 844 82.5
Marketing 1,724 3,519 (1,795) (51.0)
Supplies 1,500 1,527 (27) (1.8)
Intangible amortization 1,434 1,799 (365) (20.3)
Postage 1,204 1,454 (250) (17.2)
Operating risk loss 144 14,385 (14,241) (99.0)
Other 11,212 10,535 677 6.4

Total $ 107,806 $ 109,736 $ (1,930) (1.8%)

Salaries and employee benefits increased $1.5 million, or 2.8%, with salaries increasing $646,000, or 1.4%, and
employee benefits increasing $872,000, or 9.2%. The increase in salaries was primarily due to normal merit increases
in the second half of 2008, offset by a $377,000 decrease in employee bonuses. Average full-time equivalent
employees decreased from 3,660 in the second quarter of 2008 to 3,630 in the second quarter of 2009.
The $872,000 increase in employee benefits was primarily due to a $540,000 increase in healthcare costs as claims
increased and a $461,000 increase in defined benefit pension plan expense due to the amortization of prior year losses
on plan assets.
The $11.5 million increase in FDIC insurance expense was due to a $7.7 million special assessment recorded in the
second quarter of 2009, in addition to an increase in assessment rates, which was effective January 1, 2009. In the
second quarter of 2009, gross FDIC insurance premiums, excluding the special assessment, were $4.5 million. In the
second quarter of 2008, gross FDIC insurance premiums were $1.4 million and were reduced by $791,000 of one-time
credits.
The $293,000 increase in professional fees was primarily due to increased legal costs associated with non-performing
loans. The $1.8 million decrease in marketing expenses was due primarily to an effort to reduce discretionary
spending and due to the timing of promotional campaigns. The $365,000 decrease in intangible amortization was
mainly due to a decrease in core deposit intangible asset amortization. The $844,000 increase in OREO expense was
due to the increase in the balance of OREO and due to decreases in real estate values, requiring additional loss
provisions.
The $14.2 million decrease in operating risk loss was due to a $13.1 million reduction in charges associated with the
financial guarantee liability related to the Corporation�s commitment to purchase ARCs from customer accounts and a
$1.1 million decrease in losses on the actual and potential repurchase of residential mortgage and home equity loans.
See Note H, �Commitments and Contingencies� in the Notes to Consolidated Financial Statements for additional details.
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Income Taxes
Income tax expense for the second quarter of 2009 was $2.4 million, a $9.5 million, or 79.8%, decrease from
$11.9 million in 2008. The decrease was primarily due to a decrease in income before income taxes.
The Corporation�s effective tax rate was 15.5% in 2009, as compared to 31.7% in 2008. The effective rate is generally
lower than the Federal statutory rate of 35% due to investments in tax-free municipal securities and Federal tax credits
from investments in low and moderate-income housing partnerships. The effective rate for the second quarter of 2009
is lower than the same period in 2008 due to non-taxable income and tax credits having a larger impact on the
effective rate due to the $22.1 million decrease in income before income taxes.
Six Months Ended June 30, 2009 Compared to the Six Months Ended June 30, 2008
Net Interest Income
Net interest income decreased $5.7 million, or 2.2%, to $252.1 million in 2009 from $257.8 million in 2008 due to a
decrease in net interest margin, offset by an increase in average interest-earning assets.
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The following table provides a comparative average balance sheet and net interest income analysis for the first six
months of 2009 as compared to the same period in 2008. Interest income and yields are presented on an FTE basis,
using a 35% Federal tax rate and statutory interest expense disallowances. The discussion following this table is based
on these FTE amounts. All dollar amounts are in thousands.

Six months ended June 30
2009 2008

Average Yield/ Average Yield/

Balance
Interest
(1) Rate Balance Interest (1) Rate

ASSETS
Interest-earning assets:
Loans, net of unearned income (2) $ 12,000,755 $ 327,497 5.50% $ 11,359,470 $ 372,875 6.60%
Taxable investment securities (3) 2,444,159 56,272 4.61 2,355,791 58,089 4.91
Tax-exempt investment securities
(3) 483,016 13,312 5.51 512,820 13,887 5.42
Equity securities (1) (3) 135,998 1,434 2.12 204,993 4,109 4.02

Total investment securities 3,063,173 71,018 4.64 3,073,604 76,085 4.93
Loans held for sale 122,007 2,889 4.74 103,577 3,188 6.16
Other interest-earning assets 18,927 89 0.95 21,555 319 2.96

Total interest-earning assets 15,204,862 401,493 5.32% 14,558,206 452,467 6.24%
Noninterest-earning assets:
Cash and due from banks 300,568 316,971
Premises and equipment 203,667 196,512
Other assets 931,494 955,629
Less: Allowance for loan losses (199,241) (112,925)

Total Assets $ 16,441,350 $ 15,914,393

LIABILITIES AND EQUITY
Interest-bearing liabilities:
Demand deposits $ 1,786,629 $ 3,777 0.43% $ 1,696,835 $ 7,372 0.87%
Savings deposits 2,183,243 8,754 0.81 2,172,702 15,763 1.46
Time deposits 5,529,794 85,371 3.11 4,440,641 91,480 4.14

Total interest-bearing deposits 9,499,666 97,902 2.08 8,310,178 114,615 2.77
Short-term borrowings 1,350,889 2,358 0.35 2,331,153 31,216 2.66
FHLB advances and long-term
debt 1,783,787 41,344 4.67 1,835,079 40,992 4.49

Total interest-bearing liabilities 12,634,342 141,604 2.26% 12,476,410 186,823 3.00%
Noninterest-bearing liabilities:
Demand deposits 1,735,525 1,639,275
Other 204,190 190,730

Total Liabilities 14,574,057 14,306,415
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Shareholders� equity 1,867,293 1,607,978

Total Liabilities and Shareholders�
Equity $ 16,441,350 $ 15,914,393

Net interest income/net interest
margin (FTE) 259,889 3.44% 265,644 3.67%

Tax equivalent adjustment (7,829) (7,855)

Net interest income $ 252,060 $ 257,789

(1) Includes
dividends
earned on equity
securities.

(2) Includes
non-performing
loans.

(3) Balances
include
amortized
historical cost
for available for
sale securities.
The related
unrealized
holding gains
(losses) are
included in
other assets.
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The following table summarizes the changes in FTE interest income and expense due to changes in average balances
(volume) and changes in rates:

2009 vs. 2008
Increase (decrease) due

to change in
Volume Rate Net

(in thousands)
Interest income on:
Loans, net of unearned income $ 19,846 $ (65,224) $ (45,378)
Taxable investment securities 1,955 (3,772) (1,817)
Tax-exempt investment securities (807) 232 (575)
Equity securities (1,111) (1,564) (2,675)
Loans held for sale 506 (805) (299)
Other interest-earning assets (35) (195) (230)

Total interest income $ 20,354 $ (71,328) $ (50,974)

Interest expense on:
Demand deposits $ 368 $ (3,963) $ (3,595)
Savings deposits 75 (7,084) (7,009)
Time deposits 19,487 (25,596) (6,109)
Short-term borrowings (9,419) (19,439) (28,858)
FHLB advances and long-term debt (1,208) 1,560 352

Total interest expense $ 9,303 $ (54,522) $ (45,219)

Interest income decreased $51.0 million, or 11.3%, due to a $71.3 million decrease related to changes in interest rates.
During the first half of 2009, the average yield on interest-earning assets decreased 92 basis points, or 14.7%, in
comparison the first half of 2008. This decrease in interest income due to changes in rate was partially offset by a
$20.4 million increase in interest income realized from growth in average interest-earning assets of $646.7 million, or
4.4%.
The increase in average interest-earning assets was due mainly to loan growth, which is summarized in the following
table:

Six months ended
June 30 Increase (decrease)

2009 2008 $ %
(dollars in thousands)

Real estate � commercial mortgage $ 4,070,291 $ 3,606,929 $ 463,362 12.8%
Commercial � industrial, financial and agricultural 3,656,133 3,483,573 172,560 5.0
Real estate � home equity 1,683,497 1,547,242 136,255 8.8
Real estate � construction 1,190,803 1,336,826 (146,023) (10.9)
Real estate � residential mortgage 946,710 874,289 72,421 8.3
Consumer 366,293 424,973 (58,680) (13.8)
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Leasing and other 87,028 85,638 1,390 1.6

Total $ 12,000,755 $ 11,359,470 $ 641,285 5.6%

Loan growth in the first half of 2009 in comparison to the first half of 2008 was primarily in commercial mortgage
loans, with growth also occurring in commercial loans, home equity loans and residential mortgages. The increases in
commercial mortgages and commercial loans were primarily in floating and adjustable rate products. The increase in
home equity loans was primarily due to the introduction of a new
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blended fixed/floating rate product in late 2007. The growth in residential mortgages was primarily from adjustable
rate mortgages.
Geographically, the increase in commercial mortgage loans was mainly attributable to increases within the
Corporation�s Pennsylvania ($241.1 million), New Jersey ($98.9 million) and Maryland ($76.9 million) markets, while
the increase in commercial loans was due to increases in the Pennsylvania ($131.1 million), New Jersey
($27.0 million) and Virginia ($28.6 million) markets. The increase in home equity loans was spread evenly throughout
the Corporation�s markets.
Offsetting these increases was a $146.0 million decrease in construction loans, primarily in floating rate commercial
construction loans, and a $58.7 million decrease in consumer loans. The decrease in construction loans was due to a
slowdown in residential housing construction and the Corporation�s efforts to reduce its lending exposure in this sector,
particularly within its Maryland and Virginia markets. The decrease in consumer loans was largely due to the sale of
the Corporation�s credit card portfolio during the second quarter of 2008 and partially due to a decrease in other
consumer loans.
The average yield on loans decreased 110 basis points, or 16.7%, from 6.60% in 2008 to 5.50% in 2009. The decrease
in yield reflected a lower interest rate environment, as illustrated by a lower average prime rate during the first half of
2009 (3.25%) as compared to the first half of 2008 (5.68%). The decrease in average yields was not as pronounced as
the decrease in the average prime rate as fixed and adjustable rate loans, unlike floating rate loans, do not immediately
reprice when short-term rates decline.
Average investments decreased $10.4 million, or 0.3%. The average yield on investments decreased 29 basis points,
or 5.9%, from 4.93% in 2008 to 4.64% in 2009 as reinvestment of portfolio cash flows was at yields that were lower
than the overall portfolio yield. A $223.5 million increase in the average balances of ARCs resulted in a decrease of
10 basis points in average yield. In addition, investment yields were adversely impacted by the reduction, or in some
cases the suspension of, dividends on equities, particularly stocks of financial institutions and FHLB stock holdings.
The $51.0 million decrease in interest income was partially offset by a decrease in interest expense of $45.2 million,
or 24.2%, to $141.6 million in the first half of 2009 from $186.8 million in the first half of 2008. Interest expense
decreased $54.5 million as a result of a 74 basis point, or 24.7%, decrease in the average cost of interest-bearing
liabilities. The decrease was slightly offset by a $9.3 million increase in interest expense caused by growth in average
interest-bearing liabilities of $157.9 million, or 1.3%.
The following table summarizes the changes in average deposits, by type:

Six months ended
June 30 Increase

2009 2008 $ %
(dollars in thousands)

Noninterest-bearing demand $ 1,735,525 $ 1,639,275 $ 96,250 5.9%
Interest-bearing demand 1,786,629 1,696,835 89,794 5.3
Savings 2,183,243 2,172,702 10,541 0.5

Total, excluding time deposits 5,705,397 5,508,812 196,585 3.6
Time deposits 5,529,794 4,440,641 1,089,153 24.5

Total $ 11,235,191 $ 9,949,453 $ 1,285,738 12.9%

The Corporation experienced an increase in noninterest-bearing and interest-bearing demand and savings accounts of
$196.6 million, or 3.6%. The increase in noninterest-bearing demand accounts was in business accounts, while the
increase in interest-bearing demand and savings accounts was primarily in governmental accounts, offset by a
decrease in personal accounts. The increase in time deposits was due to a $996.9 million increase in customer
certificates of deposit and a $92.3 million increase in brokered
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certificates of deposit. The increase in customer certificates of deposit was due to the promotion of a variable rate
product during late 2008 and throughout the first quarter of 2009. These average deposit increases were used to reduce
the Corporation�s short and long-term borrowings.
The following table summarizes the changes in average borrowings, by type:

Six months ended
June 30 Increase (decrease)

2009 2008 $ %
(dollars in thousands)

Short-term borrowings:
Customer short-term promissory notes $ 317,297 $ 470,136 $ (152,839) (32.5%)
Customer repurchase agreements 251,395 225,006 26,389 11.7

Total short-term customer funding 568,692 695,142 (126,450) (18.2)
Federal funds purchased 685,425 1,243,980 (558,555) (44.9)
Federal Reserve Bank borrowings 93,039 � 93,039 N/A
FHLB overnight repurchase agreements � 375,082 (375,082) (100.0)
Other short-term borrowings 3,733 16,949 (13,216) (78.0)

Total other short-term borrowings 782,197 1,636,011 (853,814) (52.2)

Total short-term borrowings 1,350,889 2,331,153 (980,264) (42.1)

Long-term debt:
FHLB advances 1,400,623 1,452,428 (51,805) (3.6)
Other long-term debt 383,164 382,651 513 0.1

Total long-term debt 1,783,787 1,835,079 (51,292) (2.8)

Total $ 3,134,676 $ 4,166,232 $ (1,031,556) (24.8%)

N/A � Not applicable
The decrease in short-term borrowings was mainly due to a $558.6 million decrease in Federal funds purchased, a
$375.1 million decrease in FHLB overnight repurchase agreements and a $126.5 million decrease in short-term
customer funding. The decrease in other short-term borrowings was due to the increase in low cost customer funding
available in the form of demand and saving accounts. The $51.3 million decrease in long-term debt was due to
maturities of FHLB advances.
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Provision for Loan Losses and Allowance for Credit Losses
The following table presents the activity in the Corporation�s allowance for credit losses:

Six months ended June 30
2009 2008
(dollars in thousands)

Loans, net of unearned income outstanding at end of period $ 11,866,818 $ 11,577,495

Daily average balance of loans, net of unearned income $ 12,000,755 $ 11,359,470

Balance of allowance for credit losses at beginning of period $ 180,137 $ 112,209
Loans charged off:
Real estate � construction 23,536 �
Commercial � industrial, agricultural and financial 16,896 7,516
Real estate � commercial mortgage 9,921 704
Real estate � residential mortgage and home equity 3,767 2,250
Consumer 5,140 2,747
Leasing and other 3,045 2,605

Total loans charged off 62,305 15,822

Recoveries of loans previously charged off:
Real estate � construction 326 �
Commercial � industrial, agricultural and financial 1,210 276
Real estate � commercial mortgage 35 142
Real estate � residential mortgage and home equity 148 5
Consumer 940 718
Leasing and other 463 769

Total recoveries 3,122 1,910

Net loans charged off 59,183 13,912
Provision for loan losses 100,000 27,926

Balance of allowance for credit losses at end of period $ 220,954 $ 126,223

Net charge-offs to average loans (annualized) 0.99% 0.24%

The provision for loan losses for the first half of 2009 totaled $100.0 million, an increase of $72.1 million, or 258.1%,
from the first half of 2008. The significant increase in the provision for loan losses was related to the increase in
non-performing loans and net charge-offs, which required additional allowance for credit loss balances to meet
allocation needs.
The $45.3 million, or 325.4%, increase in net charge-offs for the first half of 2009 in comparison to the same period in
2008 was due to increases in construction loan net charge-offs ($23.2 million), commercial mortgage net charge-offs
($9.3 million) and commercial loan net charge-offs ($8.4 million). During the first half of 2009, there were 13
charge-offs of $1.0 million or greater, with an aggregate amount of $29.6 million, of which, $23.4 million were loans

Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

74



to customers whose businesses were negatively impacted by the downturn in residential real estate.
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Other Income
The following table presents the components of other income:

Six months ended
June 30 Increase (decrease)

2009 2008 $ %
(dollars in thousands)

Service charges on deposit accounts $ 29,955 $ 29,286 $ 669 2.3%
Other service charges and fees 17,949 17,722 227 1.3
Gains on sales of mortgage loans 15,986 4,981 11,005 220.9
Investment management and trust services 15,779 17,148 (1,369) (8.0)
Credit card income 2,551 1,086 1,465 134.9
Gains on sales of OREO 1,044 415 629 151.6
Other 6,031 5,683 348 6.1

Total, excluding gain on sale of credit card portfolio
and investment securities gains (losses) 89,295 76,321 12,974 17.0
Gain on sale of credit card portfolio � 13,910 (13,910) (100.0%)
Investment securities gains (losses) 2,996 (20,401) 23,397 N/M

Total $ 92,291 $ 69,830 $ 22,461 32.2%

N/M � Not
meaningful
The $669,000, or 2.3%, increase in service charges on deposit accounts was due to an increase of $903,000, or 5.5%,
in overdraft fees, offset by a decrease of $271,000 in cash management fees, due to a net decrease in short-term
customer funding. The increase in overdraft fees was a result of the rollout of a matrix-based overdraft program in the
fall of 2007, as well as the impact of current economic conditions on the Corporation�s customers.
Gains on sales of mortgage loans increased $11.0 million, or 220.9%, due to an increase in the volume of loans sold.
Total loans sold in the first half of 2009 were $1.2 billion, compared to $327.1 million in the first half of 2008. The
$870.8 million, or 266.2%, increase in the volume of loans sold was mainly due to an increase in refinance activity, as
mortgage rates dropped to historic lows.
The $1.4 million, or 8.0%, decrease in investment management and trust services income was due to a $1.6 million, or
12.4%, decrease in trust revenue, offset by a $207,000, or 4.7%, increase in brokerage revenue. The performance of
equity markets negatively impacted both trust and brokerage revenues. The increase in brokerage revenue was due to
the Corporation�s transition of its brokerage business from a transaction-based model to a relationship model during
2008.
Credit card income includes fees earned for each new account opened and a percentage of revenue earned on both new
accounts and accounts sold, under an agreement with the purchaser of the credit card portfolio. The increase was due
to six months of income being earned in 2009 compared to less than three months of income earned during the first
half of 2008.
Investment securities gains of $3.0 million for the first half of 2009 included $9.4 million of net gains on the sale of
securities, primarily collateralized mortgage obligations, offset by $6.4 million of other-than-temporary impairment
charges. During the first half of 2009, the Corporation recorded $4.6 million of other-than-temporary impairment
charges for pooled trust preferred securities issued by financial institutions and $1.7 million of other-than-temporary
impairment charges related to financial institution stocks. The $20.4 million of investment securities losses for the
first half of 2008 was due primarily to $28.2 million of other-than-temporary impairment charges for financial

Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

76



institution stocks, offset by $8.2 million of net gains on the sale of investment securities. See Note C, �Investment
Securities� in the Notes to Consolidated Financial Statements for additional details.
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Other Expenses
The following table presents the components of other expenses:

Six months ended
June 30 Increase (decrease)

2009 2008 $ %
(dollars in thousands)

Salaries and employee benefits $ 111,103 $ 109,476 $ 1,627 1.5%
Net occupancy expense 21,263 20,762 501 2.4
FDIC insurance expense 16,494 1,537 14,957 973.1
Equipment expense 6,379 6,846 (467) (6.8)
Operating risk loss 6,345 15,628 (9,283) (59.4)
Data processing 5,979 6,362 (383) (6.0)
Telecommunications 4,344 3,959 385 9.7
Professional fees 4,316 4,142 174 4.2
Marketing 4,295 6,424 (2,129) (33.1)
OREO expense 3,183 1,667 1,516 90.9
Intangible amortization 2,897 3,656 (759) (20.8)
Supplies 2,781 2,885 (104) (3.6)
Postage 2,588 2,911 (323) (11.1)
Other 22,211 20,141 2,070 10.3

Total $ 214,178 $ 206,396 $ 7,782 3.8%

Salaries and employee benefits increased $1.6 million, or 1.5%, with salaries decreasing $593,000, or 0.7%, offset by
an increase in employee benefits of $2.2 million, or 11.6%. The decrease in salaries was primarily due to a
$1.7 million decrease in employee bonuses and a $238,000 decrease in stock-based compensation, offset by a
$900,000 increase in salaries due to normal merit increases in the second half of 2008, as merit increases were
suspended as of March 2009. Average full-time equivalent employees decreased from 3,670 in the first half of 2008 to
3,640 in the first half of 2009.
The $2.2 million increase in employee benefits was primarily due to a $1.5 million increase in healthcare costs as
claims increased, a $921,000 increase in defined benefit pension plan expense and $808,000 of severance expense
associated with the Corporation�s Columbia Bank subsidiary in anticipation of consolidating back office functions in
the third quarter of 2009. These increases were offset by a $718,000 decrease in accruals for the cost of compensated
absences.
The $15.0 million increase in FDIC insurance expense was due to a $7.7 million special assessment recorded in the
second quarter of 2009, in addition to an increase in assessment rates, which was effective January 1, 2009. Gross
FDIC insurance premiums for the first half of 2009, excluding the special assessment, were $8.9 million and were
reduced by $114,000 of one-time credits. For the first half of 2008, gross FDIC insurance premiums were $3.2 million
and were reduced by $1.7 million of one-time credits.
The $9.3 million decrease in operating risk loss was due to a $7.0 million reduction in charges associated with the
financial guarantee liability related to the Corporation�s commitment to purchase ARCs from customer accounts and a
$2.1 million decrease in losses on the actual and potential repurchase of residential mortgage and home equity loans.
See Note H, �Commitments and Contingencies� in the Notes to Consolidated Financial Statements for additional details.
The $2.1 million decrease in marketing expenses was due primarily to an effort to reduce discretionary spending and
due to the timing of promotional campaigns. The $759,000 decrease in intangible amortization was mainly due to a
decrease in core deposit intangible asset amortization. The $1.5 million increase in

46

Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

78



Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

79



OREO expense was due to the increase in the balance of OREO and a decrease in real estate values, requiring
additional loss provisions.
The $2.1 million increase in other expenses was primarily due the reversal of $1.4 million of litigation reserves in the
first quarter of 2008 associated with the Corporation�s share of indemnification liabilities with Visa, Inc. (Visa), which
were no longer necessary as a result of Visa�s initial public offering in 2008.
Income Taxes
Income tax expense for the first half of 2009 was $4.0 million, a $22.1 million, or 84.8%, decrease from $26.1 million
in 2008. The decrease was primarily due to a decrease in income before income taxes.
The Corporation�s effective tax rate was 13.2% in 2009, as compared to 28.0% in 2008. The effective rate is generally
lower than the Federal statutory rate of 35% due to investments in tax-free municipal securities and Federal tax credits
from investments in low and moderate-income housing partnerships. The effective rate for the first half of 2009 is
lower than the same period in 2008 due to non-taxable income and tax credits having a larger impact on the effective
rate due to the $63.1 million decrease in income before income taxes.
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FINANCIAL CONDITION
Total assets of the Corporation increased $690.7 million, or 4.3%, to $16.9 billion at June 30, 2009, compared to
$16.2 billion at December 31, 2008.
Loans held for sale increased $146.6 million, or 153.0%, to $242.4 million at June 30, 2009. The increase in loans
held for sale was due to significant increases in volumes of mortgage loans originated and held for sale during the first
half of 2009.
Investment securities increased $610.6 million, or 22.4%. During the first half of 2009, purchases of investments
resulted from an increase in deposits combined with a decrease in loans, as well as the use of funds received as a result
of the Corporation�s issuance of preferred stock to the U.S. Treasury Department (UST) in December 2008. Also
contributing to the increase in investments was the Corporation�s purchase of $104.4 million of ARCs from customers
during the first half of 2009.
The Corporation experienced a $175.8 million, or 1.5%, decrease in loans, net of unearned income. Construction loans
decreased $173.3 million, or 13.7%, due to paydowns on existing loans, a significant slowdown in residential housing
construction and $23.2 million of net charge-offs recorded in the first half of 2009. Residential mortgages decreased
$47.5 million, or 4.9%, and home equity loans decreased $41.9 million, or 2.5%, both due to refinance activity
generated by low interest rates. Offsetting these decreases was a $104.5 million, or 2.6%, increase in commercial
mortgages.
Other assets increased $177.4 million, or 54.8%, primarily due to a $137.4 million receivable related to investment
securities sales executed prior to the end of the quarter, but not settled until after June 30, 2009. Also contributing to
the increase was a $9.2 million increase in mortgage servicing rights as residential mortgage loans sold with servicing
retained increased, an $8.4 million increase in net deferred tax assets, a $6.8 million increase in low-income housing
investments, a $3.1 million increase in the cash surrender value of officer life insurance contracts and a $3.1 million
increase in OREO.
Deposits increased $1.2 billion, or 11.0%, due to an increase in demand and savings deposits of $718.9 million, or
13.2%, and an increase in time deposits of $445.4 million, or 8.7%. The increase in demand and savings accounts was
in personal, business and governmental accounts. The increase in time deposits was due to a $711.3 million, or 15.0%,
increase in customer certificates of deposit, offset by a $265.8 million, or 77.7%, decrease in brokered certificates of
deposit. The increase in customer certificates of deposit was due to the promotion of a variable rate product in the first
quarter of 2009.
Short-term borrowings decreased $445.5 million, or 25.3%, due to a $366.3 million, or 31.9%, decrease in Federal
funds purchased and a $77.1 million, or 12.6%, decrease in short-term customer funding. The decrease in short-term
borrowings largely resulted from the increase in deposits. Long-term borrowings decreased $36.8 million, or 2.1%,
due primarily to a $36.7 million, or 2.6%, decrease in FHLB advances.
Capital Resources
Total shareholders� equity increased $13.3 million, or 0.7%, during the first half of 2009. The increase was due to
$26.2 million of net income and $4.7 million in stock issuances, offset by $18.0 million in dividends on common and
preferred shares outstanding.
The Corporation and its subsidiary banks are subject to various regulatory capital requirements administered by
banking regulators. Failure to meet minimum capital requirements can initiate certain actions by regulators that could
have a material effect on the Corporation�s consolidated financial statements. The regulations require that banks
maintain minimum amounts and ratios of total and Tier I capital (as defined in the regulations) to risk weighted assets
(as defined), and Tier I capital to average assets (as defined). As of June 30, 2009, the Corporation and each of its
bank subsidiaries met the
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minimum requirements. In addition, each of the Corporation�s bank subsidiaries� capital ratios exceeded the amounts
required to be considered �well capitalized� as defined in the regulations.
The following table summarizes the Corporation�s capital ratios in comparison to regulatory requirements:

Regulatory
Minimum

June 30
December

31 Capital
2009 2008 Adequacy

Total Capital (to Risk Weighted Assets) 13.9% 14.3% 8.0%
Tier I Capital (to Risk Weighted Assets) 11.2% 11.5% 4.0%
Tier I Capital (to Average Assets) 9.4% 9.6% 3.0%
In connection with the Emergency Economic Stabilization Act of 2008 (EESA), the UST initiated a Capital Purchase
Program (CPP) which allows for qualifying financial institutions to issue preferred stock to the UST, subject to certain
terms and conditions. The EESA was initially developed to attract broad participation by strong financial institutions,
to stabilize the financial system and increase lending to benefit the national economy and citizens of the U.S.
In December 2008, the Corporation voluntarily participated in the CPP by issuing $376.5 million of fixed rate
cumulative perpetual preferred stock, and warrants to purchase 5.5 million of the Corporation�s common stock, to the
UST. The preferred stock pays a compounding cumulative dividend at a rate of 5.0% for the first five years and 9.0%
thereafter.
The $376.5 million par value of the preferred stock is included in regulatory capital. Pro-forma regulatory capital
ratios, excluding this amount at June 30, 2009 would be as follows:

Total Capital (to Risk Weighted Assets) 11.1%
Tier I Capital (to Risk Weighted Assets) 8.4%
Tier I Capital (to Average Assets) 7.0%
Liquidity
The Corporation must maintain a sufficient level of liquid assets to meet the cash needs of its customers, who, as
depositors, may want to withdraw funds or who, as borrowers, need credit availability. Liquidity is provided on a
continuous basis through scheduled and unscheduled principal and interest payments on outstanding loans and
investments and through the availability of deposits and borrowings. The Corporation also maintains secondary
sources that provide liquidity on a secured and unsecured basis to meet short-term needs. Liquidity must also be
managed at the Fulton Financial Corporation Parent Company level. For safety and soundness reasons, banking
regulations limit the amount of cash that can be transferred from subsidiary banks to the Parent Company in the form
of loans and dividends. Generally, these limitations are based on the subsidiary banks� regulatory capital levels and
their net income. Management continues to monitor the liquidity and capital needs of the Parent Company and will
implement appropriate strategies, as necessary, to remain adequately capitalized and to meet its cash needs.
The Corporation�s sources and uses of cash were discussed in general terms in the net interest income section of
Management�s Discussion. The consolidated statements of cash flows provide additional information. The Corporation
used $10.1 million in cash for operating activities during the first half of 2009, mainly due to a net increase in loans
held for sale, offset by net income, as adjusted for non-cash expenses, most notably the provision for loan losses.
Investing activities resulted in a net cash outflow of $669.1 million, due to purchases of available for sale securities
exceeding the proceeds from the sales and maturities of available for sale securities and a net decrease in loans. Cash
flows provided by financing activities were $647.8 million, primarily due to net increases in deposits exceeding net
decreases in short-term borrowings, dividend payments and long-term debt repayments.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
Market risk is the exposure to economic loss that arises from changes in the values of certain financial instruments.
The types of market risk exposures generally faced by financial institutions include interest rate risk, equity market
price risk, debt security market price risk, foreign currency risk and commodity price risk. Due to the nature of its
operations, only equity market price risk, debt security market price risk and interest rate risk are significant to the
Corporation.
Equity Market Price Risk
Equity market price risk is the risk that changes in the values of equity investments could have a material impact on
the financial position or results of operations of the Corporation. The Corporation�s equity investments consist of
$32.7 million of stocks of publicly traded financial institutions, $85.6 million of FHLB and Federal Reserve Bank
stock and $9.4 million of money market mutual funds and other equity investments. The equity investments most
susceptible to equity market price risk are the financial institutions stocks, which had a cost basis of approximately
$37.8 million and fair value of $32.7 million at June 30, 2009. Gross unrealized gains in this portfolio were
$1.4 million and gross unrealized losses were $6.5 million.
Management continuously monitors the fair value of its equity investments and evaluates current market conditions
and operating results of the companies. Periodic sale and purchase decisions are made based on this monitoring
process. None of the Corporation�s equity securities are classified as trading. Future cash flows from these investments
are not provided in the table on page 54 as such investments do not have maturity dates.
Although the carrying value of financial institution stocks accounted for less than 0.2% of the Corporation�s total
assets at June 30, 2009, the Corporation has a history of realizing gains from this portfolio. However, significant
declines in the values of financial institution stocks held in this portfolio have not only impacted the Corporation�s
ability to realize gains on their sale, but have also resulted in significant other-than-temporary impairment charges in
2008 and 2009.
The Corporation evaluated whether any unrealized losses on individual equity investments constituted
other-than-temporary impairment, which would require a write-down through a charge to earnings. Based on the
results of such evaluations, the Corporation recorded write-downs of $728,000 and $1.7 million for specific financial
institution stocks that were deemed to exhibit other-than-temporary impairment in value during the three and six
months ended June 30, 2009, respectively. In addition, the Corporation recorded an other-than-temporary impairment
charge of $106,000 during the first half of 2009 for a mutual fund investment. Additional impairment charges may be
necessary in the future depending upon the performance of the equity markets in general and the performance of the
individual investments held by the Corporation. See Note C, �Investment Securities� in the Notes to Consolidated
Financial Statements for additional details.
In addition to the Corporation�s investment portfolio, its investment management and trust services income could be
impacted by fluctuations in the securities markets. A portion of this revenue is based on the value of the underlying
investment portfolios. If the values of those investment portfolios decrease, whether due to factors influencing U.S.
securities markets in general or otherwise, the Corporation�s revenue could be negatively impacted. In addition, the
Corporation�s ability to sell its brokerage services is dependent, in part, upon consumers� level of confidence in the
outlook for rising securities prices.
Debt Security Market Price Risk
Debt security market price risk is the risk that changes in the values of debt security investments could have a material
impact on the financial position or results of operations of the Corporation. The Corporation�s debt security
investments consist primarily of mortgage-backed securities and
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collateralized mortgage obligations whose principal payments are guaranteed by U.S. government sponsored agencies,
state and municipal securities, U.S. government sponsored and U.S. government debt securities, auction rate
certificates and corporate debt securities. Only auction rate certificates and corporate debt securities have significant
debt security market price risk.
Auction Rate Certificates (ARCs)
The Corporation�s debt securities include ARCs purchased from customers. Due to the current market environment,
these ARCs are susceptible to significant market price risk. At June 30, 2009, ARCs held by the Corporation had a
cost basis of $298.8 million and fair value of $289.6 million, or 1.7% of total assets.
ARCs are long-term securities structured to allow their sale in periodic auctions, resulting in the treatment of ARCs as
short-term instruments in normal market conditions. However, as previously disclosed, beginning in
mid-February 2008, market auctions for these securities began to fail due to an insufficient number of buyers,
resulting in an illiquid market. This illiquidity has resulted in recent market prices that represent forced liquidations or
distressed sales and do not provide an accurate basis for fair value. Therefore, at June 30, 2009, the fair value of the
ARCs held by the Corporation were derived using significant unobservable inputs based on an expected cash flow
model which produced fair values that were materially different from those that would be expected from settlement of
these investments in the illiquid market that presently exists. The expected cash flow model produced fair values
which assumed a return to market liquidity sometime within the next three to five years. If liquidity does not return
within a time-frame that is materially consistent with the Corporation�s assumptions, the fair value of ARCs could
significantly change.
The credit quality of the underlying debt associated with ARCs is also a factor in the determination of their estimated
fair values. As of June 30, 2009, approximately 65% of the auction rate securities held by the Corporation are AAA
rated, with 96% of them above investment grade. In addition, approximately 89% of the student loans underlying the
auction rate securities have principal payments which are guaranteed by the Federal government. Finally, all auction
rate securities currently held by the Corporation are current and making scheduled interest payments. Therefore, as of
June 30, 2009, the risk of changes in the estimated fair values of ARCs due to deterioration in the credit quality of
their underlying debt instruments is not significant.
Corporate Debt Securities
The Corporation holds corporate debt securities in the form of pooled trust preferred securities, single-issuer trust
preferred securities and subordinated debt issued by financial institutions, as presented in the following table:

June 30, 2009
Amortized

cost
Estimated fair

value
(in thousands)

Single-issuer trust preferred securities (1) $ 97,918 $ 66,214
Subordinated debt 34,835 30,428
Pooled trust preferred securities 24,379 4,915

Total corporate debt securities issued by financial institutions $ 157,132 $ 101,557

(1) Single-issuer
trust preferred
securities with
estimated fair
values totaling
$7.0 million as
of June 30, 2009
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are classified as
Level 3 assets
under Statement
157. See Note J,
�Fair Value
Measurements�
in the Notes to
Consolidated
Financial
Statements for
additional
details.

Historically, the Corporation determined the fair value of these securities based on prices received from third-party
brokers and pricing agencies who determined fair values using both quoted prices for similar assets,
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when available, and model-based valuation techniques that derived fair value based on market-corroborated data, such
as instruments with similar prepayment speeds and default interest rates.
Due to distressed market prices that currently exist for these securities, the Corporation determined that the market for
pooled trust preferred securities and certain single-issuer trust preferred securities held by the Corporation was not
active. Consistent with the Financial Accounting Standards Board�s (FASB) Staff Position No. 157-3, �Determining the
Fair Value of a Financial Asset When the Market for That Asset is not Active�, issued in October 2008, and FASB
Staff Position No. 157-4, �Determining Fair Value When the Volume and Level of Activity for the Asset or Liability
Have Significantly Decreased and Identifying Transactions That Are Not Orderly�, issued in April 2009, the
Corporation determined the fair value of its investments in pooled trust preferred securities and for certain
single-issuer trust preferred securities based on quotes provided by third-party brokers who determined fair values
based predominantly on internal valuation models and were not indicative prices or binding offers.
In April 2009, the FASB issued Staff Position No. 115-2 and 124-2, �Recognition and Presentation of
Other-than-Temporary Impairments� (FSP FAS 115-2). FSP FAS 115-2 amends other-than-temporary impairment
guidance for debt securities and expands disclosure requirements for other-than-temporarily impaired debt and equity
securities. FSP FAS 115-2 requires companies to record other-than-temporary impairment charges, through earnings,
for impaired debt securities if they have the intent or requirement to sell, before a recovery in their amortized cost
basis. In addition, FSP FAS 115-2 requires companies to record other-than-temporary impairment charges through
earnings for the amount of credit losses, regardless of the intent or requirement to sell. Credit loss is measured as the
difference between the present value of an impaired debt security�s cash flows and its amortized cost basis. Non-credit
related write-downs to fair value must be recorded as decreases to accumulated other comprehensive income as long
as a company has no intent to sell, or will more likely than not be required, to sell an impaired security before a
recovery of amortized cost basis. Finally, FSP FAS 115-2 requires companies to record all previously recorded
non-credit related other-than-temporary impairment charges for debt securities as cumulative effect adjustments to
retained earnings as of the beginning of the period of adoption. FSP FAS 115-2 is effective for interim and annual
reporting periods ending after June 15, 2009, with early adoption permitted for the period ending after March 15,
2009. The Corporation elected to early adopt FSP FAS 115-2, effective January 1, 2009.
During the three and six months ended June 30, 2009, the Corporation recorded $2.7 million and $4.6 million of
other-than-temporary impairment charges as a reduction to investment securities gains on the consolidated statements
of income, related to investments in pooled trust preferred securities issued by financial institutions. These
other-than-temporary impairment charges were based on the credit losses determined by modeling expected cash
flows. In addition, during the first half of 2009, the Corporation recorded $7.6 million ($4.9 million, net of tax) of
non-credit related write-downs to fair value as a component of other comprehensive loss.
During 2008, the Corporation recorded other-than-temporary impairment charges for pooled trust preferred securities
of $15.8 million. Upon adoption of FSP FAS 115-2, the Corporation determined that $9.7 million of those
other-than-temporary impairment charges were non-credit related. As such, a $6.3 million (net of $3.4 million of
taxes) increase to retained earnings and a corresponding decrease to accumulated other comprehensive income was
recorded as the cumulative effect impact of adopting FSP FAS 115-2 as of January 1, 2009. Because previously
recognized other-than-temporary impairment charges were reversed through equity rather than earnings, $4.3 million
of the $4.6 million other-than-temporary impairment charges for certain pooled trust preferred securities recorded
during the first half of 2009 were also presented as other-than-temporary impairment charges on the Corporation�s
statements of operations for the year ended December 31, 2008.
Additional impairment charges for debt securities may be necessary in the future depending upon the performance of
the individual investments held by the Corporation.

52

Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

86



See Note C, �Investment Securities�, in the Notes to Consolidated Financial Statements for further discussion related to
the Corporation�s other-than-temporary impairment evaluations for debt securities and Note J, �Fair Value
Measurements�, in the Notes to Consolidated Financial Statements for further discussion related to debt securities� fair
values.
Interest Rate Risk
Interest rate risk creates exposure in two primary areas. First, changes in rates have an impact on the Corporation�s
liquidity position and could affect its ability to meet obligations and continue to grow. Second, movements in interest
rates can create fluctuations in the Corporation�s net income and changes in the economic value of its equity.
The Corporation employs various management techniques to minimize its exposure to interest rate risk. An
Asset/Liability Management Committee (ALCO), consisting of key financial and senior management personnel,
meets on a bi-weekly basis. The ALCO is responsible for reviewing the interest rate sensitivity position of the
Corporation, approving asset and liability management policies, and overseeing the formulation and implementation
of strategies regarding balance sheet positions and earnings.
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The following table provides information about the Corporation�s interest rate sensitive financial instruments. The
table presents expected cash flows and weighted average rates for each significant interest rate sensitive financial
instrument, by expected maturity period. None of the Corporation�s financial instruments are classified as trading. All
dollar amounts are in thousands.

Expected Maturity Period Estimated
Year 1 Year 2 Year 3 Year 4 Year 5 Beyond Total Fair Value

Fixed rate loans (1) $1,120,255 $ 539,508 $ 407,312 $ 341,814 $ 257,242 $ 641,891 $ 3,308,022 $ 3,333,352
Average rate 5.14% 6.52% 6.55% 6.47% 6.55% 6.31% 6.01%
Floating rate loans (1) (2) 2,301,033 1,097,922 835,078 686,792 1,831,687 1,788,958 8,541,470 8,188,064
Average rate 4.84% 5.18% 5.22% 5.18% 4.34% 5.92% 5.06%

Fixed rate investments (3) 680,189 367,263 349,982 312,665 246,086 875,021 2,831,206 2,861,910
Average rate 4.29% 4.65% 4.78% 4.81% 4.67% 4.41% 4.52%
Floating rate investments (3) � 500 298,809 � 126 91,037 390,472 346,716
Average rate � 5.61% 2.48% � 1.20% 3.37% 2.69%

Other interest-earning assets 268,329 � � � � � 268,329 268,329
Average rate 4.00% � � � � � 4.00%

Total $4,369,806 $2,005,193 $1,891,181 $1,341,271 $2,335,141 $3,396,907 $15,339,499 $14,998,371
Average rate 4.78% 5.44% 4.99% 5.42% 4.62% 5.53% 5.09%

Fixed rate deposits (4) $4,389,539 $ 728,399 $ 172,064 $ 150,852 $ 52,950 $ 10,253 $ 5,504,057 $ 5,545,659
Average rate 2.65% 3.09% 3.57% 4.29% 3.84% 3.48% 2.80%
Floating rate deposits (5) 1,749,118 192,916 190,891 183,887 163,279 1,789,305 4,269,396 4,269,369
Average rate 0.89% 0.60% 0.60% 0.57% 0.48% 0.41% 0.63%

Fixed rate borrowings (6) 438,471 338,788 102,792 5,796 5,837 838,971 1,730,655 1,691,848
Average rate 4.79% 4.24% 4.01% 2.88% 5.53% 4.96% 4.72%
Floating rate borrowings (7) 1,317,606 � � � � 20,000 1,337,606 1,322,354
Average rate 0.32% � � � � 3.04% 0.36%

Total $7,894,734 $1,260,103 $ 465,747 $ 340,535 $ 222,066 $2,658,529 $12,841,714 $12,829,230
Average rate 1.99% 3.02% 2.45% 2.26% 1.41% 1.88% 2.08%

(1) Amounts are
based on
contractual
payments and
maturities,
adjusted for
expected
prepayments.

Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

88



(2) Line of credit
amounts are
based on
historical cash
flow assumptions,
with an average
life of
approximately
5 years.

(3) Amounts are
based on
contractual
maturities;
adjusted for
expected
prepayments on
mortgage-backed
securities,
collateralized
mortgage
obligations and
expected calls on
agency and
municipal
securities.

(4) Amounts are
based on
contractual
maturities of time
deposits.

(5) Estimated based
on history of
deposit flows.

(6) Amounts are
based on
contractual
maturities of debt
instruments,
adjusted for
possible calls.
Amounts also
include junior
subordinated
deferrable interest
debentures.
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(7) Amounts include
Federal Funds
purchased,
short-term
promissory notes
and securities
sold under
agreements to
repurchase, which
mature in less
than 90 days, in
addition to junior
subordinated
deferrable interest
debentures.

The preceding table and discussion addressed the liquidity implications of interest rate risk and focused on expected
cash flows from financial instruments. Expected maturities, however, do not necessarily estimate the net interest
income impact of interest rate changes. Certain financial instruments, such as adjustable rate loans, have repricing
periods that differ from expected cash flows periods. Overdraft deposit balances are not included in the preceding
table.
Included within the $8.5 billion of floating rate loans above are $3.5 billion of loans, or 42% of the total, that float
with the prime interest rate, $1.1 billion, or 13%, of loans which float with other interest rates, primarily LIBOR, and
$3.9 billion, or 45%, of adjustable rate loans. The $3.9 billion of adjustable rate loans include loans that are fixed rate
instruments for a certain period of time, and then convert to floating rates.
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The following table presents the percentage of adjustable rate loans, stratified by their remaining fixed term at
June 30, 2009:

Percent of
Total

Adjustable
Rate

Fixed Rate Term Loans
One year 18.8%
Two years 1.0
Three years 2.1
Four years 1.4
Five years 60.0
Greater than five years 16.7
The Corporation uses three complementary methods to measure and manage interest rate risk. They are static gap
analysis, simulation of earnings, and estimates of economic value of equity. Using these measurements in tandem
provides a reasonably comprehensive summary of the magnitude of interest rate risk in the Corporation, level of risk
as time evolves, and exposure to changes in interest rate relationships.
Static gap provides a measurement of repricing risk in the Corporation�s balance sheet as of a point in time. This
measurement is accomplished through stratification of the Corporation�s assets and liabilities into repricing periods.
The sum of assets and liabilities in each of these periods are compared for mismatches within that maturity segment.
Core deposits having no contractual maturities are placed into repricing periods based upon historical balance
performance. Repricing for mortgage loans, mortgage-backed securities and collateralized mortgage obligations
includes the effect of expected cash flows. Estimated prepayment effects are applied to these balances based upon
industry projections for prepayment speeds. The Corporation�s policy limits the cumulative six-month ratio of rate
sensitive assets to rate sensitive liabilities (RSA/RSL) to a range of 0.85 to 1.15. As of June 30, 2009, the cumulative
six-month ratio of RSA/RSL was 1.08.
Simulation of net interest income and net income is performed for the next twelve-month period. A variety of interest
rate scenarios are used to measure the effects of sudden and gradual movements upward and downward in the yield
curve. These results are compared to the results obtained in a flat or unchanged interest rate scenario. Simulation of
earnings is used primarily to measure the Corporation�s short-term earnings exposure to rate movements. The
Corporation�s policy limits the potential exposure of net interest income to 10% of the base case net interest income for
a 100 basis point shock in interest rates, 15% for a 200 basis point shock and 20% for a 300 basis point shock. A
�shock� is an immediate upward or downward movement of interest rates across the yield curve based upon changes in
the prime rate. The shocks do not take into account changes in customer behavior that could result in changes to mix
and/or volumes in the balance sheet nor do they account for competitive pricing over the forward 12-month period.
The following table summarizes the expected impact of interest rate shocks on net interest income (due to the current
level of interest rates, the 200 and 300 basis point downward shock scenario is not shown):

Annual change
in net interest

Rate Shock income % Change
+300 bp + $47.9 million + 8.7%
+200 bp + $30.6 million + 5.5%
+100 bp + $10.6 million + 1.9%
- 100 bp - $5.1 million - 0.9%

Economic value of equity estimates the discounted present value of asset cash flows and liability cash flows. Discount
rates are based upon market prices for like assets and liabilities. Upward and downward
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shocks of interest rates are used to determine the comparative effect of such interest rate movements relative to the
unchanged environment. This measurement tool is used primarily to evaluate the longer-term repricing risks and
options in the Corporation�s balance sheet. A policy limit of 10% of economic equity may be at risk for every 100
basis point shock movement in interest rates. As of June 30, 2009, the Corporation was within policy limits for every
100 basis point shock movement in interest rates.

56

Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

93



Item 4. Controls and Procedures
The Corporation carried out an evaluation, under the supervision and with the participation of the Corporation�s
management, including the Corporation�s Chief Executive Officer and Chief Financial Officer, of the effectiveness of
the design and operation of our disclosure controls and procedures pursuant to Exchange Act Rule 13a-15. Based
upon that evaluation, the Corporation�s Chief Executive Officer and Chief Financial Officer concluded that, as of the
end of the period covered by this quarterly report, the Corporation�s disclosure controls and procedures are effective.
Disclosure controls and procedures are controls and procedures that are designed to ensure that information required
to be disclosed in Corporation reports filed or submitted under the Exchange Act is recorded, processed, summarized
and reported within the time periods specified in the Securities and Exchange Commission�s rules and forms.
There have been no changes in our internal control over financial reporting during the fiscal quarter covered by this
quarterly report that has materially affected, or is reasonably likely to materially affect, our internal control over
financial reporting.

57

Edgar Filing: JPMORGAN CHASE & CO - Form 424B2

94



PART II � OTHER INFORMATION
Item 1. Legal Proceedings
Not applicable.
Item 1A. Risk Factors
Information responsive to this item as of June 30, 2009 appears under the heading, �Risk Factors� within the
Corporation�s Form 10-K for the year ended December 31, 2008.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Not applicable.
Item 3. Defaults Upon Senior Securities and Use of Proceeds
Not applicable.
Item 4. Submission of Matters to a Vote of Security Holders
The annual meeting of the Corporation was held April 29, 2009. There were 173,431,657 shares of common stock
entitled to vote at the meeting and a total of 136,994,361 shares, or 78.1%, were represented at the meeting. At the
annual meeting, the following individuals were elected to the Board of Directors:

Nominee Term For Withheld

Jeffrey G. Albertson 1 Year 95,949,263 41,045,098
Craig A. Dally 1 Year 129,398,252 7,596,109
Rufus A. Fulton, Jr. 1 Year 128,942,235 8,052,125
Willem Kooyker 1 Year 129,418,026 7,576,335
R. Scott Smith, Jr. 1 Year 126,967,892 10,026,469
E. Philip Wenger 1 Year 128,536,393 8,457,968
The following represents the results of a non-binding resolution to approve compensation of the named executive
officers:

For Against Abstain

118,868,410 15,612,831 2,513,119
The following represents the results to retain KPMG LLP, as independent auditor:

For Against Abstain

133,563,840 2,828,365 602,156
Item 5. Other Information
Not applicable.
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Item 6. Exhibits
See Exhibit Index for a list of the exhibits required by Item 601 of Regulation S-K and filed as part of this report.
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FULTON FINANCIAL CORPORATION AND SUBSIDIARIES
SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.
FULTON FINANCIAL CORPORATION

Date: August 10, 2009 /s/ R. Scott Smith, Jr.  
R. Scott Smith, Jr. 
Chairman and Chief Executive Officer 

Date: August 10, 2009 /s/ Charles J. Nugent  
Charles J. Nugent 
Senior Executive Vice President and
Chief Financial Officer 
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EXHIBIT INDEX
Exhibits Required Pursuant
to Item 601 of Regulation S-K

3.1 Articles of Incorporation, as amended and restated, of Fulton Financial Corporation as amended � Incorporated
by reference to Exhibit 3.1 of the Fulton Financial Corporation Form S-4 Registration Statement filed on
October 7, 2005.

3.2 Bylaws of Fulton Financial Corporation as amended � Incorporated by reference to Exhibit 3.1 of the Fulton
Financial Corporation Current Report on Form 8-K dated September 18, 2008.

3.3 Certificate of Designations of Fixed Rate Cumulative Preferred Stock, Series A of Fulton Financial Corporation �
Incorporated by reference to Exhibit 3.1 of the Fulton Financial Corporation Current Report on Form 8-K dated
December 23, 2008.

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2 Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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