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• J.P. Morgan is the largest bank in the U.S, its total assets are valued at 
$2.4 trillion

• The company is headquartered in New York City and operates in 
more than 100 countries

• Their clientele ranges from small businesses to government clients

• 2008 stock deal with Bear Stearns cost roughly $1.5 billion

Firm Overview



• Bear Stearns & Co. Inc. was the fifth largest investment bank in the 
U.S at the end of 2007

• Heavily invested in subprime mortgage-backed securities
• Short-term creditors refused to continue lending and demanded 

outstanding debt be repaid
• Before failing, had a book value of $84 per share
• Bear’s midtown Manhattan skyscraper was worth $1.2 billion alone
• 14,000 global employees at risk

Firm Overview



Strategic Rationale 

• To rescue Bear Stearns from impending bankruptcy 
• Gained mortgage portfolio (worth $33 billion)
• Regulators supported the deal and the Federal Reserve agreed to 

provide some protection against adopted liabilities
• Federal Reserve gave $29 billion in funding for the deal
• Opportunity to gain a prosperous prime brokerage unit 



Risks

• ‘We were buying a house on fire’ - Jamie Dimon, CEO J.P. Morgan 
• Liquidity crisis rumours fuelled customer loss
• Potential for gaining lawsuits (particularly from subprime mortgage 

division)
• Margin of error for the deal decreased as original offer of $2 a share 

was increased to $10 a share, following shareholder and employee 
backlash

• 80% of its liabilities to mortgage-backed securities is from either 
Bear Stearns or Washington Mutual

• $410 million settlement, over alleged manipulation of energy prices, 
came from a commodities-trading business that had been largely 
built on the back of Bear’s operations



Synergies

• In the first quarter that JPMorgan included Bear Stearns, average 
daily assets increased by 18%

• Morgan’s investment bank generated $3 billion in revenue and 
posted a net loss of $87 million. The first full quarter it owned Bear, 
it earned $4 billion in revenue and $882 million in profits. In the 
completed third quarter, the investment bank had $8.2 billion in 
revenue and $2.2 billion in profits


