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Company Overview: 
JPMorgan Chase & Co. is a financial holding company, which provides financial and investment banking services. It offers a range 
of investment banking products and services in all capital markets, including advising on corporate strategy and structure; capital 
raising in equity and debt markets; sophisticated risk management; market making in cash securities and derivative instruments; 
and prime brokerage and research.  
 
 
Last Twelve Month Highlights: 
JPMorgan Chase & Co. has had a stellar year, and its stock performance, especially relative to peers, shows this. The company’s 
strength has been on the back of the consumer – which consumer trends remain very positive. The bank has invested in the 
future, through both technological advancements and putting more emphasis on growing its wealth management division, which 
provides a more stable income, insulating the company in case of a downturn. JPM continues to grow its earnings at a double-
digit clip, which has allowed it to not only reinvest back in the company, but also increase its dividend at an annual growth rate 
of 18% over the past five years, all while buying back its own stock.   
 
Bull Case: 

 Resilient Business Model in Spite of a Challenging Interest Rate Backdrop – Over the past year, it has been a very 
difficult environment for banking stocks – reduction in interest rates and a flat yield curve. Nevertheless, JPM has still 
delivered the goods in terms of earnings growth. The resilience of JPMorgan's consumer and community banking 
segment (47% of revenues) showed its true colors in the last earnings report. We believe consumer activity, particularly 
in the U.S., continues to provide a glimmer of hope regarding the state of the economy, contradicting a more bearish 
read on business investments, i.e., weakening business sentiment and decreasing spend on capital expenditures. 

 Steady Dividend Growth Supported by Free Cash Flow – JPMorgan Chase has increased its annual dividend each of the 
past nine years. The company increased its annualized dividend from $1.58/share in 2014 to $3.60/share in 2019 – a 
staggering 17.9% annual growth rate. Most importantly, JPM easily generates the cash flow needed to continue paying 
and growing this dividend. Over these five years, JPM has generated $76.9 billion in free cash flow, while paying only 
$42.4 billion in dividends.  

 Investments in Technology – The company has been making significant reinvestments in technology for many years. 
This year alone, JPM has spent $11.6 billion on technology advancements (10% of revenues), which is higher than its 
peers. This has been driving the efficiency ratio down; that ratio measures non-interest expenses as a percentage of 
total net revenue. The advancement in technology also enables JPM to be more competitive on pricing, which then 
takes market share from peers.  

 
Bear Case: 

 Difficult Banking Environment - There is no question that it has been a difficult environment for banks – rate cuts and 
a flat yield curve are major headwinds that have squeezed net interest margins (“NIM”). NIM is the difference between 
the interest income banks generate by lending and how much interest they pay out on deposit accounts. 

 Weakening Economy – Many of JPM’s customers are individuals and businesses, which are dependent upon the overall 
economy. If unemployment levels rise or the market weakens, credit losses could accelerate more rapidly than 
anticipated, causing downside to our earnings expectations.  

 Decrease in Loan Credit Quality – JPM originates residential, commercial, and consumer loans, which may enter 
default, especially during times of economic stress. Depending on the health of the economy and the creditworthiness 
of its borrowers, loans could default more rapidly than anticipated, which could translate into higher losses at the bank.  

 
Overall: 
JPMorgan Chase & Co. is the one of the highest-quality banks out of the “Big 4” (JPMorgan Chase, Wells Fargo, Citigroup, Inc., 
and Bank of America). JPM is best-in-class across most financial metrics, has a history of making superior strategic decisions, and 
better at executing and managing costs relative to peers. JPMorgan has shown itself to be one of the leaders in the commercial 
and consumer banking space in applying modern information techniques to build the banking platform of the future, which has 
allowed the bank to grow earnings twice as fast as peers. The highest-quality bank, with above-average growth relative to peers 
checks the boxes regarding our investment philosophy.  
 

Name Ticker Compounder Score
JPMorgan Chase & Co. JPM 9
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Past performance is not indicative of future results.  Investing involves risk including the potential loss of principal. 
This material is not financial advice or an offer to sell any product. The actual characteristics with respect to any 
particular client account will vary based on a number of factors including but not limited to: (i) the size of the account; 
(ii) investment restrictions applicable to the account, if any; and (iii) market exigencies at the time of investment. 
Aptus Capital Advisors, Inc. reserves the right to modify its current investment strategies and techniques based on 
changing market dynamics or client needs. Forward looking statements cannot be guaranteed. This is not a 
recommendation to buy or sell a particular security. There is no assurance that any securities discussed herein will 
remain in an account's portfolio at the time you receive this report or that securities sold have not been repurchased. 
The securities discussed may not represent an account's entire portfolio and in the aggregate may represent only a 
small percentage of an account's portfolio holdings. It should not be assumed that any of the securities transactions, 
holdings or sectors discussed were or will prove to be profitable, or that the investment recommendations or decisions 
we make in the future will be profitable or will equal the investment performance of the securities discussed herein. 
Information was obtained from third party sources which we believe to be reliable but are not guaranteed as to their 
accuracy or completeness. 
 
Advisory services offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the 
Securities and Exchange Commission. Registration does not imply a certain level or skill or training. More information 
about the advisor, its investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be 
obtained, at no charge, by calling (251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama. 
ACA-19-37. 


