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February 20, 2020

2019 brought a great deal of
change to Wells Fargo, including
the selection of our new CEQ,
Charlie Scharf. Through it all,
the company’s foundational
commitment to helping
customers succeed financially

has remained a constant.

Working together, the company and our board continue to make
progress in our ongoing transformation. Although much work remains,

| am optimistic about our future as we move forward.

The board decided to conduct an external search for a new CEO after
Tim Sloan announced his retirement. | am pleased that our search led
to the appointment of Charlie as our CEO and president. Charlie is an

experienced CEO who has excelled at strategic leadership and execution.
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With more than 24 years in leadership roles in the banking
and payments industries, Charlie has demonstrated a strong
track record in initiating and leading change, driving results,
strengthening operational risk and compliance, and innovating

amid a rapidly evolving digital landscape.

Charlie embodies the traits our board’s search committee was
looking for in Wells Fargo’s next leader — namely, financial and
business acumen, integrity, passion for diversity and inclusion, and
commitment to strong talent management. His proven ability to
build strong relationships with stakeholders, including customers,
employees, regulators, and investors, will be especially important
to rebuilding trust and resolving key regulatory issues. He has led
organizations in all our major business lines, and his experience with
businesses that operate at the scale and complexity of Wells Fargo

has prepared him well for this role.

What we have observed in the first few months of Charlie’s
tenure only confirms our initial high expectations. He brings to
Wells Fargo a willingness and ability to make important changes,
an urgency to address our regulatory issues, and a recognition of
the importance of actively engaging with our stakeholders. He is
actively developing his strategic priorities for the company and
evaluating them in light of our risk appetite and the capacity of
our risk management framework. He is making key organizational
changes and has already demonstrated a commitment to direct

and transparent communications.

I wish to thank the members of the board’s search committee —
Chair Jim Quigley, Wayne Hewett, Maria Morris, and Ron Sargent —
for conducting a thorough and successful search that was
comprehensive in its diligence and reach. | also would like to thank
Allen Parker for his exemplary service as interim CEO and president.
His leadership during a time of transition enabled Wells Fargo and
our team members to continue moving forward in a focused and

transparent way.



NEW BOARD MEMBERS

As the company makes important changes, so does the Board
of Directors. We continued our efforts to further enhance board
effectiveness by adding more directors with expertise in financial

services, regulatory matters, and financial reporting.

In June 2019, we welcomed Chuck Noski to the board. Chuck
brings broad experience as a corporate director through service
on numerous boards, including Booking Holdings Inc., and until
recently Microsoft Corporation. He also has financial industry
experience through his prior roles as a director of Morgan Stanley
and as CFO of Bank of America. In addition to his extensive
experience in public accounting and as CFO of Fortune 500
companies, he is the immediate past chairman of the Board

of Trustees of the Financial Accounting Foundation, overseer
of the Financial Accounting Standards Board. Chuck serves on

our board’s Audit Committee.

Dick Payne joined the board in October. Dick is a seasoned
banking professional with more than 40 years of experience

in corporate and commercial banking as well as capital markets
with large financial institutions, serving middle-market and large
corporate customers in many of the same geographic markets and
businesses served by Wells Fargo. He has a deep understanding
of banking and the regulatory environment and brings experience

and valuable perspective to the board.

Both new directors are already contributing to our progress as
we work to transform Wells Fargo, meet the expectations of our

regulators, and rebuild trust with our stakeholders.

| also wish to thank John Baker, a member of the Board of Directors,
for his years of service and many contributions to the board.
John will retire as a director at the company’s 2020 annual meeting

of shareholders.
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LONG-TERM SHAREHOLDER VALUE

While much of the work underway is necessary to meet our
regulatory requirements, it will also make us a stronger, nimbler, and
more efficient company. The board’s oversight is ultimately focused
on ensuring the alignment of strategy with risk management, and
our ability to satisfy the financial needs of customers while creating
value for shareholders. Several examples of actions taken over the

past few years include the following:

We changed the organizational structure of Wells Fargo from
a decentralized to a centralized model.

We reviewed, and continue to review, all business processes for
effectiveness and standardization.

We continued to make strategic choices about the businesses we
are in. Over the past few years, we have divested businesses that
did not meet our strategic objectives, such as the institutional
retirement business, commercial real estate brokerage, crop

insurance, property and casualty insurance, stock transfer agent,

and payroll services businesses.

In the Consumer Bank, management has continually reviewed and
evaluated the branch network, closing some branches and selling others
as a result of our customers’ steady migration to digital channels.

Throughout 2017 and 2018, the Auto business intentionally slowed
its originations in order to make needed changes to its business
structure, including centralizing back-office functions from over
50 locations into four hubs across the country, re-engineering
processes to improve efficiency and the customer experience, and
better managing risk. Following this restructuring, the Auto portfolio

started to grow again in 2019.

Charlie and Wells Fargo’s management team are taking the strategic
business review even further. They are looking inside our businesses,
including core franchise businesses, to understand the business
fundamentals, competitive position, distribution channels, growth
prospects, and required investment to bring each to best-in-class
status. At the same time, they are examining the structure,
capabilities, and organizational maturity of enterprise functions

such as technology, human resources, risk, and finance.



Over the course of 2020, the board and
Charlie will work together to design and
communicate a strategy that will provide
the blueprint for the future of Wells Fargo.
In doing so, we remain committed to our
diversified business model. And we are
mindful of the important role Wells Fargo
plays in the economic success of the U.S.
and in each customer’s financial success.
Moving forward, the company has a renewed
focus and commitment around our risk
management structure and resources to
execute against our business strategy and

safely and effectively serve our customers.

IN APPRECIATION

On behalf of the Board of Directors, we'd
like to thank you, our shareholders, for your
continued investment in Wells Fargo. We
recognize the commitment you have made
to the company and the responsibility that
entails. With the sense of urgency Charlie
brings to the company, the leadership of
our management team, and the hard work
of Wells Fargo’s 260,000 team members, I'm
confident that we can address our current
challenges while doing the work necessary
to build a strong foundation for the future.
While navigating change is difficult, | have
faith in the ultimate value of what we are

creating together.

ELIZABETH A. DUKE

Chair, Board of Directors
Wells Fargo & Company
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February 20, 2020

| write this note just four months after joining Wells Fargo.

It has been a busy time as I've been working to get to know the
company and working with the senior team to understand both

our opportunities and our challenges. While I've learned a great
deal, as | discuss my observations here, please recognize that it is

still early days and | do not pretend to have all of the answers yet.

| was honored to be
chosen to lead Wells Fargo
because | believe this is an
extraordinary company
that plays an important

role in this country.

We came out of the financial crisis as the most valuable and
most respected bank in the United States. However, we also had
substantial problems that needed fixing. Significant parts of
our operating model were flawed, and we broke our customers’
trust in the past. We have not yet effectively addressed all of our
problems and these circumstances hurt our employees, hurt our

customers, and also have led to financial underperformance.
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But we have one of the most enviable
financial services franchises in the world
and employees who want to do what’s
necessary to again be one of the most
respected and successful banks in the
U.S. The opportunity to do so is in our
reach. | will discuss the actions we are
taking, but first let me cover our 2019

financial and business performance.

FINANCIAL PERFORMANCE

Our financial results in 2019 reflected
the ongoing impact of our historical
shortcomings. Even after adjusting for
these items, our results were not as strong
as we aspire them to be. These items
primarily relate to litigation, customer
remediation related to previously
disclosed retail sales practices matters,
as well as other regulatory matters. Our
results also included business divestitures
and loan sales. They are all detailed in our

financial disclosures.

Wells Fargo generated $19.5 billion in
net income in 2019, or $4.05 per diluted
common share. Our revenue declined
$1.3 billion, or 2%, from a year ago as
4% growth in noninterest income was
more than offset by a 6% decline in
net interest income, driven by lower
interest rates. Our noninterest expense
increased $2.1 billion, or 4%, from a
year ago. Expenses included $4.3 billion
of operating losses ($1.2 billion higher
than 2018), primarily for litigation and

remediation, as well as $739 million of
deferred compensation expense, which
is P&L neutral, as this expense is offset by

deferred compensation investment gains.

We continued to serve our customers and
grew both loans and deposits in 2019.
Loans increased $9.2 billion, or 1%, from a
year ago, with growth in both commercial
and consumer loans. Deposits grew
$36.5 billion, or 3%, from a year ago.

At the same time, credit quality continued
to be strong. Our net charge-off rate
remained near historic lows at 0.29% of
average loans in 2019, and nonaccrual
loans as a percentage of total loans
declined to 0.56%, the lowest level in

over 10 years.

In 2019, we returned a record $30.2 billion
to shareholders through common stock
dividends and net share repurchases,
reducing our common shares outstanding
by 10% while maintaining a level of
Common Equity Tier 1 that is well in
excess of our regulatory requirements.
This was the seventh consecutive year
we have reduced our common share
count, which is down 21% since 2012.
In July 2019, we increased our quarterly
common stock dividend to 51 cents per

share, a 13% increase.

BUSINESS HIGHLIGHTS
The strength of our franchise remains

evident. We serve one in three U.S.
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households, we have strong distribution across both physical
and digital channels, and we remain one of the largest lenders
in the U.S. across a large and diversified client base. Despite
our recent challenges, these strengths endure and you can
see that if you look at the growth of some of our underlying
business drivers. To be clear, we can do better, but I'll touch on

some key highlights across our businesses over the past year.

In Community Banking, primary consumer checking customers
increased 2% year-over-year, our ninth consecutive quarter of
year-over-year growth. Our customers spent $448 billion across
our debit and credit cards, an increase of 6%. We continued to
invest across our various channels and delivered differentiated
experiences to meet our customer needs. We ended the year
with over 30 million digital active customers, a 4% increase, and
mobile active customers of 24.4 million were 7% higher. Our
card customers can now complete transactions more seamlessly,
as we have begun rolling out new tap-to-pay contactless

cards. This functionality is available at millions of merchants, in
addition to our own more than 13,000 ATMs across the nation.
We’re making steady progress and the hard work of our teams is
reflected in what we are hearing from customers, as our branch
survey scores for both customer loyalty (64.2%, up from 60.2%)
and overall satisfaction with most recent visit (79.9%, up from

78.7%) increased year-over-year.

On the Consumer Lending side, origination momentum
accelerated across our Home Lending and Auto platforms.
Our Auto portfolio returned to growth in 2019 after a
multiyear transformation. In addition, we continued to invest
to improve the customer experience and enhance our own
operational capabilities in both these areas. As evidence, in
2019, for the first time, we had a month when more than half
of all mortgage applications came to us through our online
mortgage app. The online mortgage app is fully digital and
shortens the time from origination to customer approval by

approximately 30%.
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And in Auto, our automated decisioning went from 40% at the end of
2018 to 57% today, which allows us to be responsive to dealers for
whom speed is a top priority and also drive consistency that supports

our focus on risk management.

Our wholesale businesses, including Commercial Banking and
Corporate and Investment Banking, saw loan growth of 1% as we
selectively expanded the portfolio. In Commercial Banking, we
accelerated our efforts to deliver a more consistent customer
experience by segmenting customers to the most appropriate
coverage channel, virtual or market-based. Additionally, we
developed a revamped customer onboarding platform and have
begun rolling it out to customers. Over 12,000 accounts have
been opened to date on the platform and the early results so far
have been impressive, reducing the customer onboarding cycle
time by two-thirds. These changes are critical to our ongoing
efforts to not only serve our customers better, but also reduce
risk and improve our operational capabilities. It is our intent
to leverage these efforts and roll out the common onboarding

platform to our other wholesale businesses.

The Corporate and Investment Bank performed well in 2019.
We grew our overall U.S. investment banking fee market share
by 50 basis points to 3.7% driven by strong growth in high-grade
debt capital markets and in loan syndications. Overall, we raised
$115 billion of debt capital for our clients. And our Markets
businesses performed well, with strong performance across
the FICC franchise, up 15%, including particularly strong results

in our Credit, Rates, and Commodities businesses.

In Wealth and Investment Management, we continued to simplify
our go-to-market and operating model. We brought together our
private wealth management businesses and centralized previously
siloed key supporting capabilities like Lending, Banking, and

Operations across the platform. We also divested the Institutional



Retirement and Trust business. These
changes are designed to simplify and
focus our businesses to better serve

the needs of our changing client base.

In addition, we had solid investment
performance — on average, Wells Fargo
Investment Institute’s actively managed
portfolios outperformed relevant
Morningstar benchmarks by over
150 basis points. Client assets of

$1.9 trillion increased 10% and we saw
further momentum resulting from

our Community Bank and Wealth and
Investment Management partnership as
closed referred investment assets grew

18% year-over-year in the fourth quarter.

Again, while we need to improve
our overall financial results, positive
momentum across many of our
underlying business drivers speaks
to the strength of the franchise and
the substantial opportunities we have
to improve financial performance

in the future.

THE PATH TO SUCCESS
DOING THE WORK NECESSARY
TO BUILD A STRONG FOUNDATION

To fully capture the opportunity to once
again be one of the most respected and
successful banks in the country, we must
have a strong foundation and move with
an extreme sense of urgency to fix what
was wrong with the bank. We still have

much more work to do to put these issues

13

behind us, and our future depends on
doing this successfully so we can regain
trust with all stakeholders. This includes
our clients, employees, regulators,
lawmakers, shareholders, as well as the
broader American population. Ultimately,
we know our actions will dictate when
that trust is completely regained, not
our words. Given their importance, I've
been spending the majority of my time
on addressing these issues since joining

the company.

ASSESSMENT - Inan organization
like Wells Fargo, providing an honest
assessment and clear priorities to the
entire organization is critical. I've given a
clear message that we have not yet met
our own expectations or the expectations
of others. We must do what’s necessary
to put these issues behind us. Our ability
to maximize the value of this great
franchise is dependent on us running the
company with the highest standards of
operational excellence and integrity —

beyond what we’ve done to date.

REGULATORS - | am often asked
about our regulatory relationships so let
me provide my perspective. My experience
is that our regulators are clear, direct,
tough, but fair. We are appropriately a
highly regulated institution, and while we
need to fulfill requlatory expectations, we
recognize that what we want and what

regulators want are not different. We are
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responsible for our actions and they are
responsible for ensuring our actions are
consistent with a clearly defined set of
standards. It’s our job to run the company
such that we fulfill their expectations and
those of the American public and other
countries where we operate. Our job is to
do the work that’s necessary. Regulators
and other stakeholders will determine

when it’s done to their satisfaction.

WHAT WE ARE DOING - Like any
other problem, recognition of the
importance and severity is a necessary
first step — but this by itself is
inadequate. We will take whatever actions
are necessary. The management team
will be judged and held accountable for

resolving these issues.

We are making significant changes to
our management, structure, processes,
and culture to accomplish our work —

changes that will make us more effective.

THE TEAM - First, | want to
acknowledge that we have so many
wonderful people at Wells Fargo who
have done an amazing job serving
our clients and customers in the face
of adversity for several years now.
They have been through so much and
have helped us sustain such a great
franchise — so | do want to say thank
you to them for all that they’ve done.
The warmth and support I've been
greeted with as I've discussed our past
issues and work in front of us tells a

great deal about the character of many

at the company. They understand our
lack of progress makes their jobs far
more difficult — and they are looking
to management to do more to move

the company forward.

To set us up for success, we will ensure
we have the right people in place to
both resolve these issues and be the
stewards of this great company as we
move forward. To that end, we have made
some important changes to the senior
management team to complement the

talent that’s here at Wells Fargo.

Scott Powell joined us as COO. When
| arrived at the company, many on the
senior management team made clear to
me that we needed stronger execution
skills. After several weeks at the
company, | came to quickly agree. Scott
will lead a transformation across the
company where high-quality execution,
clear accountability, and operational

excellence become part of our culture.

Mike Weinbach will join us as CEO
of Consumer Lending and will have
responsibility for Home Lending, Auto,
Credit Cards & Merchant Services,
and Personal Lines & Loans, including
Student Lending. We are one of the
largest providers of consumer credit
in the country and want to continue
serving that important role for our
customers and the U.S. economy. Mike
has the right experience, skills, and
knowledge to lead these franchises

going forward.



Bill Daley joined as head of Public Affairs. He has a strong
and experienced voice and brings perspectives from the public
sector that we in business do not generally have but are critical

for us as we make decisions.

Allen Parker, who served both as General Counsel and Interim
CEO, has announced that he will be leaving the company in
March. As | write this, we are engaged in a General Counsel

search and have seen some terrific candidates.

Avid Modjtabai has announced that she will be retiring in
March after 26 years at Wells Fargo. | will discuss below how

we are restructuring Avid’s responsibilities.

Ray Fischer has also joined us to run our Credit Cards &

Merchant Services businesses, which will be part of Consumer
Lending (more details below). Our card business is important to
our franchise and we have an opportunity to make it even more
significant. Ray is an experienced card and merchant services
executive who brings deep knowledge and a fresh perspective

to our business.

Saul Van Beurden joined us as our new head of Technology

earlier in 2019. Saul has great experience as a technology leader
in financial services and his impact will certainly be a key element
of the company’s control, customer experience, business and risk

management transformation, and growth agenda.

Julie Scammahorn also joined us as our Chief Auditor earlier
in 2019. Julie will play a critical role and hold us to the highest

standards as we build effective execution into all we do.

These changes are all critical to our future, and | will continue
to look at the structure and roles of our team to ensure we
are best positioned for success. We need and will have the

best talent and strong leadership at the company.

15
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ORGANIZATION STRUCTURE - We have made several
changes which | believe enable us to be more effective in
pursuing our goals. First, we reorganized the company into five
lines of business and announced several new business leaders to

help further drive operating, control, and business performance.

Consumer and Small Business Banking — Mary Mack, who most recently
led Consumer Banking, is now CEO of Consumer and Small Business
Banking, responsible for Branch Banking and Small Business, which
includes the company’s 5,400 branches and delivers a full range of deposit,
lending, investment, and payment products. Mary will now have additional
responsibilities for Deposits and a newly established Digital team focused

on acquiring and servicing new customers through digital channels.

Consumer Lending — as mentioned earlier, Mike Weinbach will join us
in a couple of months as CEO of Consumer Lending, elevating a core
competency of the company that provides critical capabilities to fulfill
the financial needs of customers. Mike will be responsible for Home
Lending, Auto, Credit Cards & Merchant Services, and Personal Lines

& Loans, including Student Lending.

Commercial Banking — Perry Pelos is CEO of Commercial Banking, with
both relationship and product responsibilities in serving businesses with
annual sales generally in excess of S5 million. Perry is now responsible
for Middle Market Banking, Commercial Capital, and Treasury
Management. We’re proud of our market position and believe we have
great opportunities to expand our franchise by continuing to integrate

these products and capabilities.

Corporate and Investment Banking — Jon Weiss, who most recently ran
our Wealth and Investment Management business, is now CEO of our
Corporate and Investment Bank. The creation of a separate business

line supporting the capital markets, banking, and investment needs of

our corporate, government, and institutional clients is a recognition of
the successful franchise we have today and our belief that we continue
to have significant opportunities to serve the needs of our corporate and

middle market clients more broadly. Commercial Real Estate and our

International franchise will be a part of Corporate and Investment Banking.




Wealth and Investment Management —
Our Wealth and Investment Management
business provides a full range of
personalized wealth management,
investment, asset management, and
retirement products and services to
clients. We restructured the businesses
and management over the past couple

of years and are conducting a search to

replace Jon as the leader of this business.

This new organizational structure is flatter
and provides important businesses more
direct representation on our Operating
Committee. It provides the necessary
clarity and accountability and sets us up
to build our businesses over the long term
and increases our ability to successfully
execute on our top priority, which is the

risk, regulatory, and control work.

CHANGES TO HOW WE RUN THE
COMPANY AND OUR CULTURE -

We are also introducing a new set of
disciplines in how we run the company
which seek to preserve some important
pieces of our culture while recognizing
where we need to change. These
changes are critical for our future and I'm

confident will improve our performance.

Parts of our culture are wonderful and
would take decades to recreate. People
who work here love it. Wells Fargo really
is like a second family to many. We focus
on teamwork — not on the individual.
People want to be successful and do
what’s right — though we recognize

we have fallen short of this goal.

Our lack of progress and under-
performance point to shortcomings.

Going forward:

We will operate as one company, not
a series of decentralized businesses.

We will continue to foster a culture of
partnership, but we will move past the
need for consensus and have open and
direct fact-based discussions where we

emerge with decisions.

We will have a different level of
management discipline than we’ve
had in the past and will value and
expect high-quality execution.

There will be clear responsibility
and accountability.

We will judge ourselves based upon

our outcomes — not our words.

And we will ultimately judge ourselves
versus the best as we believe that we
should be the best.

As we’ve begun to implement this
new culture, the response has been
overwhelmingly supportive. But

| understand it’s different and is

a significant change for many. We will
be respectful of our past and of those
who have built this great franchise — which
includes so many still at the company
today — but we must move forward.
I’m confident these changes will be
highly impactful. Respect was earned

in the past, and we will earn it again.
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CORPORATE AND SOCIAL RESPONSIBILITY

As we make the changes to build a stronger foundation for the
company, we will continue to recognize and act upon the broader role
we play in our communities. Notably, we became a proud signatory
of the Statement on the Purpose of a Corporation that was issued
by the Business Roundtable in August of this past year. It’s simple
and straightforward, and it’s a clear statement that businesses are
responsible to a broad set of constituents and have responsibilities
beyond what some companies have believed historically. Given
the businesses we’re in and the reach we have, | believe our

responsibilities and potential for impact are particularly great.

Like many companies, we are taking an active role in addressing
important social and environmental challenges, and we are
constantly asking ourselves: How can we improve these efforts to
drive even more positive impact? We believe the answer is to invest
in innovative solutions fueled by a range of resources and expertise
from across our entire company. We see our philanthropy, which
totaled $455 million in 2019, as only the beginning — a way to seed
investments that our core business capabilities, people, and built-in

scale can then power for even greater impact.

For example, we believe we have a responsibility to do our part to
support the transition to a low-carbon economy and to work with our
customers and communities to address the risks of climate change.
Our $200 billion sustainable finance commitment, announced in
2018, is central to our efforts in supporting sustainable business
opportunities, including providing needed capital to renewable
energy companies and empowering clean technology entrepreneurs.
We continued to make strong progress in 2019 and we have now
provided approximately $49 billion in sustainable financing toward
our commitment of $200 billion by 2030.

We are also one of the largest sources of capital for affordable
housing development in the country. In 2019, Wells Fargo
provided more than $4 billion of capital to support the
development of more than 15,000 affordable housing units in
communities in over 30 states. Building on this expertise, the
Wells Fargo Foundation announced a $1 billion philanthropy

commitment over six years to catalyze new ways to address the



growing housing affordability crisis in
the U.S., where more than 18 million
households are spending 50% of their
income on housing. We’re working
with a range of grantees to test and
scale innovations that increase the
number of affordable rental units,
expand homeownership opportunities,
and develop solutions to persistent

homelessness in cities.

Our employees also care deeply about
the communities we serve, and we have
introduced new ways to turn that caring
into opportunities to take action. In 2019,
more than 100,000 of our people provided
1.9 million hours of volunteer service
through efforts such as our new Dedicated
Day of Service in which more than 900
Wells Fargo volunteer events were held

on a single day this past September.

These are just a few examples of our
ongoing commitment to the people and
communities in which we do business.
Our goal is to combine our giving, our
expertise, and our ingenuity in order

to move the needle on social and

environmental issues that impact us all.

DIVERSITY AND INCLUSION
Diversity and inclusion are absolutely
integral parts of our business. We serve a
diverse group of clients and communities,
and it’s essential that our people reflect
that diversity. Our goal is nothing less than
ensuring that people across our workforce,
communities, and supply chain feel valued
and respected and have equal access to

resources and opportunities to succeed.

19

And this isn’t just cheap talk — while it’s
the right thing to do, it is my firm belief
that bringing together people of different
backgrounds, experiences, and identities

leads to significantly better outcomes.

We're very focused on this across the
company. | will be personally chairing
our Enterprise Diversity & Inclusion
Council. This group, composed of leaders
from across the organization, meets
monthly and is charged with driving the
education and change necessary for
making meaningful progress against our
objectives. We are setting clear, specific,
and measurable goals and will be holding
people accountable to advancing our

diversity and inclusion efforts at all levels.

To further support our efforts, we have
ten different Team Member Networks
(TMNs) formed around historically under-
represented segments. Our TMNs bring
together people of common interests,
backgrounds, experiences, or identities,
and provide forums to support career
and professional development of their
members, engage and volunteer in our
communities together, and serve as
additional mechanisms for embedding
inclusive practices into our day-to-day
operations. We have approximately 74,000

active participants across these networks.

We’ve made progress on a number of
fronts but we also know we have much
work to do. It won’t be a straight line,
but we’re focused on it and will be holding
ourselves accountable for advancing

these goals over a period of time.
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MEDIUM AND LONGER TERM OPPORTUNITIES

Our franchises are world class and are in the sweet spot of providing
necessary financial services for consumers, small businesses, and
middle market and large corporate companies. And importantly, we
play a significant role in helping our customers and clients prosper
as well as being an important enabler for U.S. economic growth.
While | have spoken at length of our problems and our commitment
to fix them, the underlying franchise itself remains strong, and
our opportunities are greater than ever. The success of our
business model is proven, assuming we run the company with
the appropriate controls and work as one company with the goal

of delivering for all our stakeholders.

All of our business segments have the breadth and scale that give
us significant competitive advantage and allow us to deliver truly
differentiated products and experiences for our customers and

clients. Our opportunity to use technology to drive both automation

and new solutions will continue to grow.

Our franchises, both individually and collectively, are the envy of
many. So while our resources and attention today are appropriately
focused on historical issues, as we move forward, we will be in a
position to leverage our unique franchise and focus on generating

stronger financial results.

And just to be clear, we are well aware that our expense levels are
significantly too high. Part of this is driven by significant expense
related to resolving historical issues, part is due to the necessary
investments in technology, and part is due to significant
inefficiencies that exist across the organization. But there is no
reason why we shouldn’t have best-in-class efficiency with these

businesses at this scale — and that ultimately will be our goal.

And, though we’ve had pockets of strong performance, we are also
well aware that our rate of customer and revenue growth is too low.
Given what we’ve been through, this isn’t surprising. We have been
operating under an asset cap as part of the Federal Reserve consent

order from February 2018 and there is certainly an opportunity



cost to doing so. Management time and resources have not

been as focused on growth as they otherwise would have been.
But we have an opportunity to think differently, with a different
level of rigor about how to grow the franchise. All of this points

to great opportunity.

We have begun a process to rethink our plans for 2020 and beyond
at a very detailed level. While the opportunities for improvement
are clear at a macro level, we need business-by-business plans.

Accordingly, we have begun conducting business reviews where we
are looking at our businesses and plans in detail. We are reviewing

all businesses as well as all of our enterprise functions.

This isn’t merely a review of the numbers, but one where we use
the facts to form a basis to discuss strategy and potential actions.
We are asking each business leader to show us what best-in-class
efficiency looks like — and what our path to achieve it is. We are
reviewing revenue growth and return performance as well —and
what a path to best-in-class looks like. We are discussing our
competitors — large and small — and we are thinking through our
unique options given our special franchise. These are analytical and
strategic discussions that | don’t think have occurred consistently

across the company in some time given what has occurred.

The output of this work is designed to provide us roadmaps to not
only improve our performance within each business but to also
position us to understand our opportunities across the company

and prioritize accordingly.

It’s still very early in our process — but | will say that every session
thus far has reinforced that our opportunities are meaningful.
To do this properly, and given our priorities, it will take time — much
of this year — to complete our work. But in the interim, we will
devote all necessary resources to risk and control, and spend what’s
necessary. We will be as diligent as ever to drive efficiencies and
control expenses, and we will begin to work through the business

opportunities we have in front of us.
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CLOSING THOUGHTS

In closing, | want to repeat my thanks to the wonderful people
at Wells Fargo who have worked tirelessly to sustain this great
company. We are lucky that you have persevered through the
tough times, and | and the members of our Operating Committee
will do all we can to help guide us through the necessary changes

we need to make.

I’m confident in our ability to realize our potential — one that
again puts us at the top of the respected financial institutions
list, with a far more efficient organization and higher revenue
growth than you see today. While there is much to do, and | know
the path to success will be bumpy, I'm optimistic about our
future and excited to be at a place with so many great people,

and such strong franchises, doing incredibly important work.

CHARLES W. SCHARF

CEO
Wells Fargo & Company




Our Performance

$ in millions, except per share amounts 2019 2018 % CHANGE

FOR THE YEAR

Wells Fargo net income S 19,549 22,393 (13)
Wells Fargo net income applicable to common stock 17,938 20,689 (13)
Diluted earnings per common share 4.05 4.28 (5)
Profitability ratios:

Wells Fargo net income to average assets (ROA) 1.02% 1.19 (14)

Wells Fargo net income applicable to common stock to average

Wells Fargo common stockholders’ equity (ROE) 10.23 11.53 (11)

Return on average tangible common equity (ROTCE)! 12.20 13.73 (11)
Efficiency ratio? 68.4 65.0 5
Total revenue S 85,063 86,408 (2)
Pre-tax pre-provision profit? 26,885 30,282 (11)
Dividends declared per common share 1.92 1.64 17
Average common shares outstanding 4,393.1 4,799.7 (8)
Diluted average common shares outstanding 4,425.4 4,838.4 9)
Average loans S 950,956 945,197 1
Average assets 1,913,444 1,888,892 1
Average total deposits 1,286,261 1,275,857 1
Average consumer and small business banking deposits* 749,967 747,183 =
Net interest margin 2.73% 291 (6)

AT YEAR-END

Debt securities S 497,125 484,689 3
Loans 962,265 953,110 1
Allowance for loan losses 9,551 9,775 (2)
Goodwill 26,390 26,418 =
Equity securities 68,241 55,148 24
Assets 1,927,555 1,895,883 2
Deposits 1,322,626 1,286,170 3
Common stockholders’ equity 166,669 174,359 (4)
Wells Fargo stockholders’ equity 187,146 196,166 (5)
Total equity 187,984 197,066 (5)
Tangible common equity*! 138,506 145,980 (5)

Capital ratios®:

Total equity to assets 9.75 % 10.39 (6)
Risk-based capital®:

Common Equity Tier 1 11.14 11.74 (5)

Tier 1 capital 12.76 13.46 (5)

Total capital 15.31 16.60 (8)

Tier 1 leverage 8.31 9.07 (8)

Common shares outstanding 4,134.4 4,581.3 (10)

Book value per common share’ S 40.31 38.06 6

Tangible book value per common share!:” 33.50 31.86 5

Team members (active, full-time equivalent) 259,800 258,700 -

! Tangible common equity is a non-GAAP financial measure and represents total equity less preferred equity, noncontrolling interests, goodwill, certain identifiable intangible assets (other than mortgage servicing
rights) and goodwill and other intangibles on nonmarketable equity securities, net of applicable deferred taxes. The methodology of determining tangible common equity may differ among companies. Management
believes that return on average tangible common equity and tangible book value per common share, which utilize tangible common equity, are useful financial measures because they enable investors and others
to assess the Company’s use of equity. For additional information, including a corresponding reconciliation to GAAP financial measures, see the “Financial Review - Capital Management — Tangible Common Equity”
section in this Report.

? The efficiency ratio is noninterest expense divided by total revenue (net interest income and noninterest income).

3 Pre-tax pre-provision profit (PTPP) is total revenue less noninterest expense. Management believes that PTPP is a useful financial measure because it enables investors and others to assess the Company’s ability to
generate capital to cover credit losses through a credit cycle.

4 Consumer and small business banking deposits are total deposits excluding mortgage escrow and wholesale deposits.

5 See the “Financial Review - Capital Management” section and Note 29 (Regulatory and Agency Capital Requirements) to Financial Statements in this Report for additional information.

© The risk-based capital ratios were calculated under the lower of the Standardized or Advanced Approach determined pursuant to Basel Ill. Beginning January 1, 2018, the requirements for calculating common
equity tier 1 and tier 1 capital, along with risk-weighted assets, became fully phased-in. Accordingly, the information presented reflects fully phased-in common equity tier 1 capital, tier 1 capital and risk-weighted

assets for the years ended December 31,2019 and 2018, but reflects all other ratios still in accordance with Transition Requirements. See the “Financial Review - Capital Management” section and Note 29
(Regulatory and Agency Capital Requirements) to Financial Statements in this Report for additional information.

7 Book value per common share is common stockholders’ equity divided by common shares outstanding. Tangible book value per common share is tangible common equity divided by common shares outstanding.
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Corporate Responsibility: 2019
Environmental, Social, and Governance Highlights

Wells Fargo believes in creating a thriving global economy that benefits all stakeholders.
By combining our resources and expertise with scale of operations, the company can effect
positive societal change and inclusive economic growth. Below are examples of progress

made on that journey.

Building a better tomorrow starts with acknowledging the work still to be done. Wells Fargo
is committed to continuing to do its part to build a stronger and more resilient company,

workforce, global community, and environment.

COMMITTED

S 1 B in philanthropic capital through 2025
to address the U.S. housing affordability

crisis — from homelessness and transitional

housing to rentals and homeownership

HELPED

43 5 K minority households purchase a home
since 2016 through our commitment

to increase homeownership among all

minority communities

PROVIDED
APPROXIMATELY

$ 4 9 B in financing to sustainable businesses and
projects since 2018 — with 67% toward low-
carbon opportunities. Achieved 24% of our goal

to invest $200 billion by 2030 to accelerate

the transition to a low-carbon economy




ENABLED

9.2M

customers to better manage their
credit by providing free access to their
FICO® Score

ASSISTED

23K

aspiring homeowners through LIFT
programs to become homeowners
through education and down payment

assistance grants since 2012

INTEND TO MEET

100%

of our global electricity needs with
renewable energy* and entered our largest
long-term renewable energy purchase to
date, supporting a new utility scale solar
asset that is scheduled to begin delivering
solar energy to the grid in 2021

*Renewable energy sources include on-site solar, long-term contracts
that fund net new sources of off-site renewable energy, and the purchase
of renewable energy and renewable energy certificates (RECs).
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INVESTED

$455M

in grants in 2019 to unlock economic
opportunity for people and communities

across the U.S. and internationally

HELPED

2M+

customers avoid overdraft

charges with Overdraft Rewind®

PROVIDED

$1.15M

in project financing for new wind,
solar, and fuel cell projects providing
2.6K+ megawatts of renewable

energy capacity

ACHIEVED A

100%

perfect score for the 16th year
on the Corporate Equality Index
(Human Rights Campaign)

All data is for January 1, 2019 - December 31, 2019, unless otherwise noted.
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“I’m confident in our ability
to realize our potential — one
that again puts us at the top
of the respected financial
institutions list, with a far
more efficient organization
and higher revenue growth
than you see today.”

CHARLES W. SCHARF
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This Annual Report, including the Financial Review and the Financial Statements and related Notes, contains forward-looking statements,
which may include forecasts of our financial results and condition, expectations for our operations and business, and our assumptions for those
forecasts and expectations. Do not unduly rely on forward-looking statements. Actual results may differ materially from our forward-looking
statements due to several factors. Factors that could cause our actual results to differ materially from our forward-looking statements are
described in this Report, including in the “Forward-Looking Statements” and “Risk Factors” sections, and in the “Regulation and Supervision”
section of our Annual Report on Form 10-K for the year ended December 31, 2019 (2019 Form 10-K).

” « ” &« ” «

When we refer to “Wells Fargo,” “the Company,” “we,” “our,” or “us” in this Report, we mean Wells Fargo & Company and Subsidiaries
(consolidated). When we refer to the “Parent,” we mean Wells Fargo & Company. See the Glossary of Acronyms for definitions of terms used

throughout this Report.

Financial Review

Overview

Wells Fargo & Company is a diversified, community-based
financial services company with $1.9 trillion in assets. Founded in
1852 and headquartered in San Francisco, we provide banking,
investment and mortgage products and services, as well as
consumer and commercial finance, through 7,400 locations,
more than 13,000 ATMs, digital (online, mobile and social), and
contact centers (phone, email and correspondence), and we have
offices in 32 countries and territories to support customers who
conduct business in the global economy. With approximately
260,000 active, full-time equivalent team members, we serve
one in three households in the United States and ranked No. 29
on Fortune’s 2019 rankings of America’s largest corporations. We
ranked fourth in assets and third in the market value of our
common stock among all U.S. banks at December 31, 2019.

On February 11, 2020, we announced a new organizational
structure with five principal lines of business: Consumer and
Small Business Banking; Consumer Lending; Commercial
Banking; Corporate and Investment Banking; and Wealth and
Investment Management.

Wells Fargo’s top priority remains meeting its regulatory
requirements in order to build the right foundation for all that
lies ahead. To do that, the Company is committing the resources
necessary to ensure that we operate with the strongest business
practices and controls, maintain the highest level of integrity, and
have in place the appropriate culture.

Federal Reserve Board Consent Order Regarding
Governance Oversight and Compliance and Operational
Risk Management

On February 2, 2018, the Company entered into a consent order
with the Board of Governors of the Federal Reserve System
(FRB). As required by the consent order, the Company’s Board of
Directors (Board) submitted to the FRB a plan to further
enhance the Board’s governance and oversight of the Company,
and the Company submitted to the FRB a plan to further
improve the Company’s compliance and operational risk
management program. The Company continues to engage with
the FRB as the Company works to address the consent order
provisions. The consent order also requires the Company,
following the FRB’s acceptance and approval of the plans and the
Company’s adoption and implementation of the plans, to
complete an initial third-party review of the enhancements and
improvements provided for in the plans. Until this third-party
review is complete and the plans are approved and implemented
to the satisfaction of the FRB, the Company’s total consolidated
assets will be limited to the level as of December 31, 2017.
Compliance with this asset cap will be measured on a two-
quarter daily average basis to allow for management of

temporary fluctuations. As of the end of fourth quarter 2019,
our total consolidated assets, as calculated pursuant to the
requirements of the consent order, were below our level of total
assets as of December 31, 2017. Additionally, after removal of
the asset cap, a second third-party review must also be
conducted to assess the efficacy and sustainability of the
enhancements and improvements.

Consent Orders with the Consumer Financial Protection
Bureau and Office of the Comptroller of the Currency
Regarding Compliance Risk Management Program,
Automobile Collateral Protection Insurance Policies, and
Mortgage Interest Rate Lock Extensions

On April 20, 2018, the Company entered into consent orders
with the Consumer Financial Protection Bureau (CFPB) and the
Office of the Comptroller of the Currency (OCC) to pay an
aggregate of $1 billion in civil money penalties to resolve
matters regarding the Company’s compliance risk management
program and past practices involving certain automobile
collateral protection insurance policies and certain mortgage
interest rate lock extensions. As required by the consent orders,
the Company submitted to the CFPB and OCC an enterprise-
wide compliance risk management plan and a plan to enhance
the Company’s internal audit program with respect to federal
consumer financial law and the terms of the consent orders. In
addition, as required by the consent orders, the Company
submitted for non-objection plans to remediate customers
affected by the automobile collateral protection insurance and
mortgage interest rate lock matters, as well as a plan for the
management of remediation activities conducted by the
Company.

Retail Sales Practices Matters
In September 2016, we announced settlements with the CFPB,
the OCC, and the Office of the Los Angeles City Attorney, and
entered into related consent orders with the CFPB and the OCC,
in connection with allegations that some of our retail customers
received products and services they did not request. As a result,
it remains a top priority to rebuild trust through a
comprehensive action plan that includes making things right for
our customers, team members, and other stakeholders, and
building a better Company for the future. Our priority of
rebuilding trust has included numerous actions focused on
identifying potential financial harm to customers resulting from
these matters and providing remediation.

For additional information regarding retail sales practices
matters, including related legal matters, see the “Risk Factors”
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section and Note 17 (Legal Actions) to Financial Statements in
this Report.

Other Customer Remediation Activities

Our priority of rebuilding trust has also included an effort to
identify other areas or instances where customers may have
experienced financial harm, provide remediation as appropriate,
and implement additional operational and control procedures.
We are working with our regulatory agencies in this effort. We
have previously disclosed key areas of focus as part of our
rebuilding trust efforts and are in the process of providing
remediation for those matters. We have accrued for the
reasonably estimable remediation costs related to our rebuilding
trust efforts, which amounts may change based on additional
facts and information, as well as ongoing reviews and
communications with our regulators.

As our ongoing reviews continue, it is possible that in the
future we may identify additional items or areas of potential
concern. To the extent issues are identified, we will continue to
assess any customer harm and provide remediation as
appropriate. For more information, including related legal and
regulatory risk, see the “Risk Factors” section and Note 17 (Legal
Actions) to Financial Statements in this Report.

Financial Performance

In 2019, we generated $19.5 billion of net income and diluted

earnings per common share (EPS) of $4.05, compared with

$22.4 billion of net income and EPS of $4.28 for 2018. Financial
performance items for 2019 (compared with 2018) included:

e revenue of $85.1 billion, down from $86.4 billion, with net
interest income of $47.2 billion, down $2.8 billion, or 6%, and
noninterest income of $37.8 billion, up $1.4 billion, or 4%;

»  thenetinterest margin was 2.73%, down 18 basis points;

«  noninterest expense of $58.2 billion, up $2.1 billion, or 4%;

» an efficiency ratio of 68.4%, compared with 65.0%;

o average loans of $951.0 billion, up $5.8 billion;

«  average deposits of $1.3 trillion, up $10.4 billion;

e our credit results remained strong with a net charge-off rate
of 0.29%, flat compared with a year ago;

e nonaccrual loans of $5.3 billion, down $1.2 billion, or 18%;

«  $30.2 billion in capital returned to our shareholders through
common stock dividends and net share repurchases, up 17%
from $25.8 billion a year ago; and

o returnonassets (ROA) of 1.02% and return on equity (ROE)
of 10.23%, down from 1.19% and 11.53%, respectively.

Table 1 presents a six-year summary of selected financial
data and Table 2 presents selected ratios and per common share
data.

Balance Sheet and Liquidity

Our balance sheet remained strong during 2019 with strong
credit quality and solid levels of liquidity and capital. Our total
assets were $1.9 trillion at December 31, 2019. Cash and other
short-term investments decreased $10.1 billion from
December 31, 2018, reflecting lower cash balances, partially
offset by an increase in federal funds sold and securities
purchased under resale agreements. Debt securities increased
$12.4 billion from December 31, 2018, predominantly due to
increases in trading and held-to-maturity debt securities. Loans
increased $9.2 billion from December 31, 2018, driven by
increases in commercial and industrial loans, commercial real
estate mortgage loans, real estate 1-4 family first mortgage
loans, automobile loans, credit card loans, and lease financing,

partially offset by decreases in commercial real estate
construction loans, real estate 1-4 family junior lien mortgage
loans, and other revolving credit and installment loans.

Average deposits in 2019 were $1.3 trillion, up $10.4 billion
from 2018, reflecting higher other time deposits, mortgage
escrow deposits and commercial deposits. Our average deposit
cost in 2019 was 67 basis points, up 23 basis points from a year
ago, driven by increased retail banking promotional pricing for
new deposits and a continued deposit mix shift to higher cost
products.

Credit Quality

Credit quality remained solid in 2019, as losses remained low and
we continued to originate high-quality loans, reflecting our long-
term risk focus. Net charge-offs were $2.8 billion, or 0.29% of
average loans, in 2019, flat compared with 2018.

Our commercial portfolio net charge-offs were $652 million,
or 13 basis points of average commercial loans, in 2019,
compared with $429 million, or 9 basis points, in 2018,
predominantly driven by increased losses in our commercial and
industrial loan portfolio. Our consumer portfolio net charge-offs
were $2.1 billion, or 48 basis points of average consumer loans, in
2019, compared with $2.3 billion, or 52 basis points, in 2018,
predominantly driven by decreased losses in our automobile
portfolio, partially offset by increased losses in our credit card
portfolio.

The allowance for credit losses of $10.5 billion at
December 31, 2019, decreased $251 million from the prior year.
The allowance coverage for total loans was 1.09% at
December 31, 2019, compared with 1.12% at December 31,
2018. The allowance covered 3.8 times net charge-offs in 2019,
compared with 3.9 in 2018. Future amounts of the allowance for
credit losses will be based on a variety of factors, including loan
growth, portfolio performance and general economic conditions.
Our provision for credit losses in 2019 was $2.7 billion, compared
with $1.7 billion in 2018. The provision for credit losses in both
2019 and 2018 reflected continuing solid underlying credit
performance. The provision for credit losses in 2018 also
reflected a higher level of credit quality improvement compared
with 2019, as well as an improvement in the outlook associated
with 2017 hurricane-related losses.

Nonperforming assets (NPAs) at December 31, 2019, were
$5.6 billion, down $1.3 billion from December 31, 2018.
Nonaccrual loans decreased $1.2 billion from December 31,
2018, driven by improvement across all consumer loan
categories, including a decrease in consumer nonaccruals from
sales of residential real estate mortgage loans as well as the
reclassification of real estate 1-4 family mortgage nonaccrual
loans to mortgage loans held for sale (MLHFS) in 2019.
Foreclosed assets were down $148 million from December 31,
2018.

Capital

Our financial performance in 2019 allowed us to maintain a solid
capital position with total equity of $188.0 billion at

December 31, 2019, compared with $197.1 billion at

December 31, 2018. We returned $30.2 billion to shareholders in
2019 ($25.8 billion in 2018) through common stock dividends
and net share repurchases, and our net payout ratio (which is the
ratio of (i) common stock dividends and share repurchases less
issuances and stock compensation-related items, divided by (i)
net income applicable to common stock) was 168%. During
2019, we increased our quarterly common stock dividend from
$0.43 to $0.51 per share. We continued to reduce our common
share count through the repurchase of 502.4 million common
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Overview (continued)

shares during the year. We expect our share count to continue to eligible external total loss absorbing capacity (TLAC) as a

decline in 2020 as a result of anticipated net share repurchases.
We believe an important measure of our capital strength is
our Common Equity Tier 1 (CET1) ratio, which was 11.14% as of
December 31, 2019, down from 11.74% a year ago, but still well
above our internal target of 10%. Likewise, our other regulatory
capital ratios remained strong. As of December 31, 2019, our

Table 1: Six-Year Summary of Selected Financial Data

percentage of total risk-weighted assets was 23.28%, compared
with the required minimum of 22.0%. See the “Capital
Management” section in this Report for more information
regarding our capital, including the calculation of our regulatory
capital amounts.

% Five-year
Change compound
2019/ growth
(in millions, except per share amounts) 2019 2018 2017 2016 2015 2014 2018 rate
Income statement
Net interest income $ 47,231 49,995 49,557 47,754 45301 43,527 (6)% 2
Noninterest income 37,832 36,413 38,832 40,513 40,756 40,820 4 (2)
Revenue 85,063 86,408 88,389 88,267 86,057 84,347 2) -
Provision for credit losses 2,687 1,744 2,528 3,770 2,442 1,395 54 14
Noninterest expense 58,178 56,126 58,484 52,377 49,974 49,037 4 3
Net income before noncontrolling
interests 20,041 22,876 22,460 22,045 23,276 23,608 (12) (3)
Less: Net income from noncontrolling
interests 492 483 277 107 382 551 2 (2)
Wells Fargo net income 19,549 22,393 22,183 21,938 22,894 23,057 (13) (3)
Earnings per common share 4.08 431 414 4.03 4.18 4.17 (5) -
Diluted earnings per common share 4.05 428 4.10 3.99 412 4.10 (5) —_
Dividends declared per common share 1.920 1.640 1.540 1.515 1.475 1.350 17 7
Balance sheet (at year end)
Federal funds sold and securities
purchased under resale agreements $ 102,140 80,207 80,025 65,725 49,721 39,210 27 % 21
Debt securities 497,125 484,689 473,366 459,038 394,744 350,661 3 7
Loans 962,265 953,110 956,770 967,604 916,559 862,551 1 2
Allowance for loan losses 9,551 9,775 11,004 11,419 11,545 12,319 2) (5)
Goodwill 26,390 26,418 26,587 26,693 25,529 25,705 - 1
Equity securities 68,241 55,148 62,497 49,110 40,266 44,005 24 9
Assets 1,927,555 1,895,883 1,951,757 1,930,115 1,787,632 1,687,155 2 3
Deposits 1,322,626 1,286,170 1,335,991 1,306,079 1,223,312 1,168,310 3 3
Long-term debt 228,191 229,044 225,020 255,077 199,536 183,943 - 4
Wells Fargo stockholders’ equity 187,146 196,166 206,936 199,581 192,998 184,394 (5) -
Noncontrolling interests 838 900 1,143 916 893 868 (7) (1)
Total equity 187,984 197,066 208,079 200,497 193,891 185,262 (5) -
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Table 2: Ratios and Per Common Share Data

Year ended December 31,

2019 2018 2017
Profitability ratios
Wells Fargo net income to average assets (ROA) 1.02% 1.19 1.15
Wells Fargo net income applicable to common stock to average Wells Fargo common stockholders’ equity (ROE) 10.23 11.53 11.35
Return on average tangible common equity (ROTCE) (1) 12.20 13.73 13.55
Efficiency ratio (2) 68.4 65.0 66.2
Capital ratios (3)
At year end:
Wells Fargo common stockholders’ equity to assets 8.65 9.20 9.38
Total equity to assets 9.75 10.39 10.66
Risk-based capital (4):
Common Equity Tier 1 11.14 11.74 12.28
Tier 1 capital 12.76 13.46 14.14
Total capital 15.31 16.60 17.46
Tier 1 leverage 8.31 9.07 9.35
Average balances:
Average Wells Fargo common stockholders’ equity to average assets 9.16 9.50 9.37
Average total equity to average assets 10.33 10.77 10.64
Per common share data
Dividend payout (5) 47.4 383 376
Book value (6) $ 40.31 38.06 37.44

(1)  Tangible common equity is a non-GAAP financial measure and represents total equity less preferred equity, noncontrolling interests, goodwill, certain identifiable intangible assets (other than

mortgage servicing rights) and goodwill and other intangibles on nonmarketable equity securities, net of applicable deferred taxes. The methodology of determining tangible common equity may
differ among companies. Management believes that return on average tangible common equity, which utilizes tangible common equity, is a useful financial measure because it enables investors and
others to assess the Company’s use of equity. For additional information, including a corresponding reconciliation to generally accepted accounting principles (GAAP) financial measures, see the

“Capital Management — Tangible Common Equity” section in this Report.
(2)  The efficiency ratio is noninterest expense divided by total revenue (net interest income and noninterest income).

(3)  Seethe “Capital Management” section and Note 29 (Regulatory and Agency Capital Requirements) to Financial Statements in this Report for additional information.

(4)  Therisk-based capital ratios were calculated under the lower of the Standardized or Advanced Approach determined pursuant to Basel IIl. Beginning January 1, 2018, the requirements for calculating
common equity tier 1 and tier 1 capital, along with risk-weighted assets, became fully phased-in. Accordingly, the information presented reflects fully phased-in common equity tier 1 capital, tier 1
capital and risk-weighted assets for the years ended December 31,2019 and 2018, but reflects all other ratios still in accordance with Transition Requirements. See the “Capital Management”

section and Note 29 (Regulatory and Agency Capital Requirements) to Financial Statements in this Report for additional information.
(5)  Dividend payout ratio is dividends declared per common share as a percentage of diluted earnings per common share.
(6)  Book value per common share is common stockholders’ equity divided by common shares outstanding.

Wells Fargo & Company
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Earnings Performance

Wells Fargo net income for 2019 was $19.5 billion ($4.05 diluted
EPS), compared with $22.4 billion ($4.28 diluted EPS) for 2018.
Net income decreased in 2019, compared with 2018, due to a
$2.8 billion decrease in net interest income, a $943 million
increase in provision for credit losses, and a $2.1 billion increase
in noninterest expense, partially offset by a $1.4 billion increase
in noninterest income, and a $1.5 billion decrease in income tax
expense. Net income in 2019 included a net discrete income tax
expense of $435 million, compared with a net discrete income
tax expense of $627 million in 2018.

Revenue, the sum of net interest income and noninterest
income, was $85.1 billion in 2019, compared with $86.4 billion in
2018. Revenue decreased $1.3 billion in 2019, compared with
2018, due to a decrease in net interest income, partially offset by
an increase in noninterest income. Our diversified sources of
revenue generated by our businesses continued to be balanced
between net interest income and noninterest income. In 2019,
net interest income of $47.2 billion represented 56% of revenue,
compared with $50.0 billion (58%) in 2018. See later in this
section for discussions of net interest income, noninterest
income and noninterest expense.

Table 3 presents the components of net interest income on
a tax-equivalent basis, noninterest income and noninterest
expense as a percentage of revenue for year-over-year results.
Net interest income is presented on a taxable-equivalent basis to
consistently reflect income from taxable and tax-exempt loans
and debt and equity securities based on a 21% federal statutory
tax rate for the periods ended December 31, 2019 and 2018, and
35% for the period ended December 31, 2017.

For a discussion of our 2018 financial results compared with
2017, see the “Earnings Performance” section of our Annual
Report on Form 10-K for the year ended December 31, 2018.
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Table 3: Net Interest Income, Noninterest Income and Noninterest Expense as a Percentage of Revenue

Year ended December 31,

% of % of % of

(in millions) 2019 revenue 2018 revenue 2017 revenue
Interest income (on a taxable-equivalent basis)
Debt securities 15,456 18% $ 14,947 17% $ 14,084 16%
Mortgage loans held for sale (MLHFS) 813 1 777 1 786 1
Loans held for sale (LHFS) 79 — 140 — 50 —
Loans 44,253 52 44,086 51 41,551 47
Equity securities 966 1 999 1 821 1
Other interest income 5,129 7 4,359 6 2,941 3

Total interest income (on a taxable-equivalent basis) 66,696 79 65,308 76 60,233 68
Interest expense (on a taxable-equivalent basis)
Deposits 8,635 10 5,622 7 3,013 3
Short-term borrowings 2,317 1,719 2 761 1
Long-term debt 7,350 6,703 8 5,157 6
Other interest expense 551 — 610 — 424 1

Total interest expense (on a taxable-equivalent basis) 18,853 22 14,654 17 9,355 11
Net interest income (on a taxable-equivalent basis) 47,843 57 50,654 59 50,878 57
Taxable-equivalent adjustment (612) (1) (659) (1) (1,321) (1)
Net interest income (A) 47,231 56 49,995 58 49,557 56
Noninterest income
Service charges on deposit accounts 4,798 6 4,716 5 5111 6
Trust and investment fees (1) 14,072 17 14,509 17 14,495 16
Card fees 4,016 5 3,907 5 3,960 4
Other fees (1) 3,084 4 3,384 4 3,557 4
Mortgage banking (1) 2,715 3 3,017 3 4,350 5
Insurance 378 — 429 — 1,049 1
Net gains from trading activities 993 1 602 1 542 1
Net gains on debt securities 140 — 108 — 479 1
Net gains from equity securities 2,843 3 1,515 2 1,779 2
Lease income 1,612 2 1,753 2 1,907 2
Other (1) 3,181 3 2,473 3 1,603 2

Total noninterest income (B) 37,832 44 36,413 42 38,832 44
Noninterest expense
Salaries 18,382 22 17,834 21 17,363 20
Commission and incentive compensation 10,828 13 10,264 12 10,442 12
Employee benefits 5,874 7 4,926 6 5,566 6
Technology and equipment 2,763 3 2,444 3 2,237 3
Net occupancy 2,945 3 2,888 3 2,849 3
Core deposit and other intangibles 108 —_ 1,058 1 1,152 1
FDIC and other deposit assessments 526 1 1,110 1 1,287 1
Operating losses 4,321 5 3,124 4 5,492 6
Outside professional services 3,198 4 3,306 4 3,813 4
Other (2) 9,233 10 9,172 10 8,283 10

Total noninterest expense 58,178 68 56,126 65 58,484 66
Revenue (A) + (B) 85,063 $ 86,408 $ 88,389

(1)  SeeTable 7 - Noninterest Income in this Report for additional detail.
(2)  See Table 8 — Noninterest Expense in this Report for additional detail.
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Earnings Performance (continued)

Net Interest Income

Net interest income is the interest earned on debt securities,
loans (including yield-related loan fees) and other interest-
earning assets minus the interest paid on deposits, short-term
borrowings and long-term debt. The net interest margin is the
average yield on earning assets minus the average interest rate
paid for deposits and our other sources of funding.

Net interest income and the net interest margin in any one
period can be significantly affected by a variety of factors
including the mix and overall size of our earning assets portfolio
and the cost of funding those assets. In addition, variable sources
of interest income, such as loan fees, periodic dividends, and
collection of interest on nonaccrual loans, can fluctuate from
period to period.

Net interest income on a taxable-equivalent basis was
$47.8 billion in 2019, compared with $50.7 billion in 2018. Net
interest margin on a taxable-equivalent basis was 2.73% in 2019,
compared with 2.91% in 2018. The decrease in both net interest
income and net interest margin in 2019, compared with 2018,
was driven by unfavorable impacts of repricing due to a
flattening yield curve and mix of earning assets and funding
sources, including sales of high yielding Pick-a-Pay loans, as well
as higher costs on promotional retail banking deposits.

Table 4 presents the components of earning assets and
funding sources as a percentage of earning assets to provide a
more meaningful analysis of year-over-year changes that
influenced net interest income.

Deposits are an important low-cost source of funding and
affect both net interest income and the net interest margin.
Deposits include noninterest-bearing deposits, interest-bearing
checking, market rate and other savings, savings certificates,
other time deposits, and deposits in non-U.S. offices. Average
deposits were $1.3 trillion in 2019, flat compared with 2018, and
represented 135% of average loans in both 2019 and 2018.
Average deposits were 73% of average earning assets in both
2019 and 2018. Our average deposit cost in 2019 was 67 basis
points, up 23 basis points from a year ago, driven by increased
retail banking promotional pricing for new deposits and a
continued deposit mix shift to higher cost products.

Table 5 presents the individual components of net interest
income and the net interest margin. Net interest income and the
net interest margin are presented on a taxable-equivalent basis
in Table 5 to consistently reflect income from taxable and tax-
exempt loans and debt and equity securities based on a 21%
federal statutory tax rate for the periods ended December 31,
2019 and 2018, and 35% for the period ended December 31,
2017.
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Table 4: Average Earning Assets and Funding Sources as a Percentage of Average Earning Assets

Year ended December 31,

2019 2018
% of % of Change % Change
Average earning Average earning from prior from prior
(in millions) balance assets balance assets year year
Earning assets
Interest-earning deposits with banks $ 135,741 8% $ 156,366 9% $ (20,625) (13)%
Federal funds sold and securities purchased under resale agreements 99,286 6 78,547 5 20,739 26
Debt securities:
Trading debt securities 93,655 5 83,526 5 10,129 12
Available-for-sale debt securities:
Securities of U.S. Treasury and federal agencies 15,293 1 6,618 — 8,675 131
Securities of U.S. states and political subdivisions 44,203 3 47,884 3 (3,681) (8)
Mortgage-backed securities:
Federal agencies 154,160 9 156,052 9 (1,892) (1)
Residential and commercial 5,363 — 7,769 — (2,406) (31)
Total mortgage-backed securities 159,523 9 163,821 9 (4,298) (3)
Other debt securities 43,675 2 46,875 3 (3,200) (7)
Total available-for-sale debt securities 262,694 15 265,198 15 (2,504) (1)
Held-to-maturity debt securities:
Securities of U.S. Treasury and federal agencies 44,850 3 44,735 3 115 -
Securities of U.S. states and political subdivisions 8,644 1 6,253 — 2,391 38
Federal agency and mortgage-backed securities 95,559 5 94,216 5 1,343 1
Other debt securities 52 — 361 — (309) (86)
Total held-to-maturity debt securities 149,105 9 145,565 8 3,540 2
Total debt securities 505,454 29 494,289 28 11,165 2
Mortgage loans held for sale (1) 19,808 1 18,394 1 1,414 8
Loans held for sale (1) 1,708 — 2,526 — (818) (32)
Loans:
Commercial loans:
Commercial and industrial = U.S. 284,888 16 275,656 16 9,232 3
Commercial and industrial - Non-U.S. 64,274 4 60,718 4 3,556 6
Real estate mortgage 121,813 7 122,947 7 (1,134) (1)
Real estate construction 21,183 1 23,609 (2,426) (10)
Lease financing 19,302 1 19,392 1 (90) —
Total commercial loans 511,460 29 502,322 29 9,138 2
Consumer loans:
Real estate 1-4 family first mortgage 288,059 16 284,178 16 3,881 1
Real estate 1-4 family junior lien mortgage 31,989 2 36,687 2 (4,698) (13)
Credit card 38,865 2 36,780 2 2,085 6
Automobile 45,901 3 48,115 3 (2,214) (5)
Other revolving credit and installment 34,682 2 37,115 2 (2,433) (7)
Total consumer loans 439,496 25 442,875 25 (3,379) (1)
Total loans (1) 950,956 54 945,197 54 5,759 1
Equity securities 35,930 2 38,092 2 (2,162) (6)
Other 5,579 — 5,071 1 508 10
Total earninﬁ assets $ ]-.‘754,462 100% $ 1,738,482 100% $ 15,980 1%
Funding sources
Deposits:
Interest-bearing checking $ 59,121 4% $ 63,243 4% $  (4122) (7)%
Market rate and other savings 705,957 40 684,882 39 21,075 3
Savings certificates 30,266 2 20,653 9,613 47
Other time deposits 93,368 5 84,822 5 8,546 10
Deposits in non-U.S. offices 53,438 3 63,945 4 (10,507) (16)
Total interest-bearing deposits 942,150 54 917,545 53 24,605 3
Short-term borrowings 115,337 7 104,267 6 11,070 11
Long-term debt 232,491 13 224,268 13 8,223 4
Other liabilities 25,771 1 27,648 1 (1,877) (7)
Total interest-bearing liabilities 1,315,749 75 1,273,728 73 42,021 3
Portion of noninterest-bearing funding sources 438,713 25 464,754 27 (26,041) (6)
Total fundins sources $ 13754,462 100% $ 1,738,482 100% $ 15I98° 1%
Noninterest-earning assets
Cash and due from banks $ 19,558 18,777 $ 781 4%
Goodwill 26,409 26,453 (44) —
Other 113,015 105,180 7,835 7
Total noninterest-earning assets $ 158,982 150,410 $ 8,572 6 %
Noninterest-bearing funding sources
Deposits $ 344,111 358,312 $ (14,201) (4)%
Other liabilities 55,963 53,496 2,467 5
Total equity 197,621 203,356 (5,735) (3)
Noninterest-bearing funding sources used to fund earning assets (438,713) (464,754) 26,041 (6)
Net noninterest-bearing funding sources $ 158,982 150,410 $ 8‘572 6 %
To'Lassets $ L913,444 1,888,892 $ 24,552 1%
(1) Nonaccrual loans are included in their respective loan categories.
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Earnings Performance (continued)

Table 5: Average Balances, Yields and Rates Paid (Taxable-Equivalent Basis) (1)

2019 2018 2017
Average Yields/ :::g:::; Average Yields/ ilr?ctg::} Average Yields/ ilr?gsrr\i;
(in millions) balance rates expense balance rates expense balance rates expense
Earning assets
Interest-earning deposits with banks $ 135741 212% $ 2,875 156,366 1.82% $ 2,854 201,864 1.07% $ 2,162
Federal funds sold and securities purchased under resale agreements 99,286 2.18 2,164 78,547 1.82 1,431 74,697 0.98 735
Debt securities (2):
Trading debt securities 93,655 3.36 3,149 83,526 3.42 2,856 74,475 316 2,356
Available-for-sale debt securities:
Securities of U.S. Treasury and federal agencies 15,293 2.07 316 6,618 1.70 112 15,966 1.49 239
Securities of U.S. states and political subdivisions 44,203 3.87 1,709 47,884 377 1,806 52,658 3.95 2,082
Mortgage-backed securities:
Federal agencies 154,160 2.85 4,397 156,052 2.79 4,348 145,310 2.60 3,782
Residential and commercial 5,363 4.19 225 7,769 4.62 358 11,839 533 631
Total mortgage-backed securities 159,523 2.90 4,622 163,821 2.87 4,706 157,149 281 4,413
Other debt securities 43,675 4.23 1,846 46,875 4.22 1,980 48,714 3.68 1,794
Total available-for-sale debt securities 262,694 3.23 8,493 265,198 3.24 8,604 274,487 311 8,528
Held-to-maturity debt securities:
Securities of U.S. Treasury and federal agencies 44,850 2.19 982 44,735 219 980 44,705 2.19 979
Securities of U.S. states and political subdivisions 8,644 3.97 343 6,253 4.34 271 6,268 532 334
Federal agency and other mortgage-backed securities 95,559 2.60 2,487 94,216 2.36 2,221 78,330 234 1,832
Other debt securities 52 3.71 2 361 4.00 15 2,194 2.50 55
Total held-to-maturity debt securities 149,105 2.56 3,814 145,565 2.40 3,487 131,497 2.43 3,200
Total debt securities 505,454 3.06 15,456 494,289 3.02 14,947 480,459 293 14,084
Mortgage loans held for sale (3) 19,808 4.10 813 18,394 4.22 777 20,780 3.78 786
Loans held for sale (3) 1,708 4.60 79 2,526 5.56 140 1,487 3.40 50
Loans:
Commercial loans:
Commercial and industrial - U.S. 284,888 4.25 12,107 275,656 4.16 11,465 272,034 3.75 10,196
Commercial and industrial = Non-U.S. 64,274 3.71 2,385 60,718 3.53 2,143 57,198 2.86 1,639
Real estate mortgage 121,813 4.40 5,356 122,947 4.29 5,279 129,990 3.74 4,859
Real estate construction 21,183 5.17 1,095 23,609 494 1,167 24,813 410 1,017
Lease financing 19,302 4.52 873 19,392 4.74 919 19,128 3.74 715
Total commercial loans 511,460 4.27 21,816 502,322 418 20,973 503,163 3.66 18,426
Consumer loans:
Real estate 1-4 family first mortgage 288,059 3.81 10,974 284,178 4.04 11,481 277,751 4.03 11,206
Real estate 1-4 family junior lien mortgage 31,989 5.63 1,800 36,687 5.38 1,975 42,780 4.82 2,062
Credit card 38,865 12.58 4,889 36,780 12.72 4,678 35,600 12.23 4,355
Automobile 45,901 5.15 2,362 48,115 518 2,491 57,900 534 3,094
Other revolving credit and installment 34,682 6.95 2,412 37,115 6.70 2,488 38,935 6.18 2,408
Total consumer loans 439,496 5.11 22,437 442,875 5.22 23,113 452,966 511 23,125
Total loans (3) 950,956 4.65 44,253 945,197 4.66 44,086 956,129 435 41,551
Equity securities 35,930 2.69 966 38,092 2.62 999 36,105 227 821
Other 5,579 1.62 920 5,071 1.46 74 5,069 0.85 44
Total earning assets $ 1‘754‘462 3.80% $ 66i696 1,738,482 376% $ 65,308 _1,776,590 3.40% $ 60,233
Funding sources
Deposits:
Interest-bearing checking $ 59,121 1.33% $ 789 63,243 096% $ 606 49,474 0.49% $ 242
Market rate and other savings 705,957 0.59 4,132 684,882 0.31 2,157 682,053 0.14 983
Savings certificates 30,266 1.59 481 20,653 0.57 118 22,190 0.30 67
Other time deposits 93,368 2.46 2,295 84,822 2.25 1,906 61,625 143 880
Deposits in non-U.S. offices 53,438 175 938 63,945 1.30 835 123816 0.68 841
Total interest-bearing deposits 942,150 0.92 8,635 917,545 0.61 5,622 939,158 0.32 3,013
Short-term borrowings 115,337 2.01 2,317 104,267 1.65 1,719 98,922 0.77 761
Long-term debt 232,491 3.16 7,350 224,268 2.99 6,703 246,195 2.09 5157
Other liabilities 25,771 213 551 27,648 221 610 21,872 194 424
Total interest-bearing liabilities 1,315,749 143 18,853 1,273,728 115 14,654 1,306,147 0.72 9,355
Portion of noninterest-bearing funding sources 438,713 _ —_ 464,754 — — 470,443 — —
Total funding sources $ 1‘754‘462 1.07 18i853 _1,738,482 0.85 14,654 _1,776,590 0.53 9,355
Net interest margin and net interest income on a taxable-equivalent
basis (4) 2.73% $ 47,843 291% $ 50,654 287% $ 50,878
R . —— — — — — —
Noninterest-earning assets
Cash and due from banks $ 19,558 18,777 18,622
Goodwill 26,409 26,453 26,629
Other 113,015 105,180 111,164
Total noninterest-earning assets $ 158,982 150,410 156,415
Noninterest-bearing funding sources
Deposits $ 344,111 358,312 365,464
Other liabilities 55,963 53,496 55,740
Total equity 197,621 203,356 205,654
Noninterest-bearing funding sources used to fund earning assets (438,713) (464,754) (470,443)
Net noninterest-bearing funding sources $ 158,982 150,410 156,415
Tot:l assets $ 1‘913‘444 1,888,892 1,933,005
Average prime rate 5.28% 4.91% 4.10%
Average three-month London Interbank Offered Rate (LIBOR) 2.33 2.31 1.26

1)
(2)
(3)  Nonaccrual loans and related income are included in their respective loan categories.
(4)
income on certain loans and securities.
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Yields/rates and amounts include the effects of hedge and risk management activities associated with the respective asset and liability categories.
Yields/rates are based on interest income/expense amounts for the period. The average balance amounts represent amortized cost for the periods presented.

Includes taxable-equivalent adjustments of $612 million, $659 million and $1.3 billion for the years ended December 31, 2019, 2018 and 2017, respectively, predominantly related to tax-exempt



Table 6 allocates the changes in net interest income on a
taxable-equivalent basis to changes in either average balances or
average rates for both interest-earning assets and interest-
bearing liabilities. Because of the numerous simultaneous
volume and rate changes during any period, it is not possible to

Table 6: Analysis of Changes in Net Interest Income

precisely allocate such changes between volume and rate. For
this table, changes that are not solely due to either volume or
rate are allocated to these categories on a pro-rata basis based
on the absolute value of the change due to average volume and
average rate.

Year ended December 31,

2019 over 2018 2018 over 2017
(in millions) Volume Rate Total Volume Rate Total
Increase (decrease) in interest income:
Interest-earning deposits with banks $ (407) 428 21 (569) 1,261 692
Federal funds sold and securities purchased under resale agreements 419 314 733 40 656 696
Debt securities:
Trading debt securities 343 (50) 293 298 202 500
Available-for-sale debt securities:
Securities of U.S. Treasury and federal agencies 175 29 204 (157) 30 (127)
Securities of U.S. states and political subdivisions (143) 46 (97) (184) (92) (276)
Mortgage-backed securities:
Federal agencies (50) 99 49 285 281 566
Residential and commercial (103) (30) (133) (197) (76) (273)
Total mortgage-backed securities (153) 69 (84) 88 205 293
Other debt securities (139) 5 (134) (70) 256 186
Total available-for-sale debt securities (260) 149 (111) (323) 399 76
Held-to-maturity debt securities:
Securities of U.S. Treasury and federal agencies 2 - 2 1 — 1
Securities of U.S. states and political subdivisions 97 (25) 72 (1) (62) (63)
Federal agency mortgage-backed securities 33 233 266 373 16 389
Other debt securities (12) (1) (13) (62) 22 (40)
Total held-to-maturity debt securities 120 207 327 311 (24) 287
Mortgage loans held for sale 59 (23) 36 (95) 86 9)
Loans held for sale (40) (21) (61) 47 43 90
Commerecial loans:
Commercial and industrial = U.S. 390 252 642 138 1,131 1,269
Commercial and industrial = Non-U.S. 130 112 242 105 399 504
Real estate mortgage (51) 128 77 (272) 692 420
Real estate construction (124) 52 (72) (51) 201 150
Lease financing (4) (42) (46) 10 194 204
Total commercial loans 341 502 843 (70) 2,617 2,547
Consumer loans:
Real estate 1-4 family first mortgage 155 (662) (507) 248 27 275
Real estate 1-4 family junior lien mortgage (263) 88 (175) (312) 225 (87)
Credit card 262 (51) 211 146 177 323
Automobile (115) (14) (129) (512) (91) (603)
Other revolving credit and installment (167) 91 (76) (116) 196 80
Total consumer loans (128) (548) (676) (546) 534 (12)
Total loans 213 (46) 167 (616) 3,151 2,535
Equity securities (59) 26 (33) 47 131 178
Other 7 9 16 — 30 30
Total increase in interest income 395 993 1,388 (860) 5,935 5,075
Increase (decrease) in interest expense:
Deposits:
Interest-bearing checking (42) 225 183 82 282 364
Market rate and other savings 65 1,910 1,975 4 1,170 1,174
Savings certificates 75 288 363 (5) 56 51
Other time deposits 202 187 389 407 619 1,026
Deposits in non-U.S. offices (152) 255 103 (534) 528 (6)
Total interest-bearing deposits 148 2,865 3,013 (46) 2,655 2,609
Short-term borrowings 196 402 598 43 915 958
Long-term debt 254 393 647 (495) 2,041 1,546
Other liabilities (38) (21) (59) 122 64 186
Total increase in interest expense 560 3,639 4,199 (376) 5,675 5,299
Increase (decrease) in net interest income on a taxable-equivalent basis $ (165) (2,646) (2,811) (484) 260 (224)
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Earnings Performance (continued)

Noninterest Income

Table 7: Noninterest Income

Year ended December 31,

(in millions) 2019 2018 2017

Service charges on deposit accounts $ 4,798 4,716 5111

Trust and investment fees:
Brokerage advisory, commissions and other

fees 9,237 9,436 9,358
Trust and investment management 3,038 3,316 3,372
Investment banking 1,797 1,757 1,765
Total trust and investment fees 14,072 14,509 14,495
Card fees 4,016 3,907 3,960
Other fees:
Lending related charges and fees 1,379 1,526 1,568
Cash network fees 452 481 506
Commercial real estate
brokerage commissions 358 468 462
Wire transfer and other remittance fees 474 477 448
All other fees 421 432 573
Total other fees 3,084 3,384 3,557
Mortgage banking:
Servicing income, net 522 1,373 1,427
Net gains on mortgage loan
origination/sales activities 2,193 1,644 2,923
Total mortgage banking 2,715 3,017 4,350
Insurance 378 429 1,049
Net gains from trading activities 993 602 542
Net gains on debt securities 140 108 479
Net gains from equity securities 2,843 1,515 1,779
Lease income 1,612 1,753 1,907
Life insurance investment income 658 651 594
All other 2,523 1,822 1,009
Total $ 37,832 36,413 38,832

Noninterest income of $37.8 billion represented 44% of revenue
for 2019, compared with $36.4 billion, or 42%, for 2018 and
$38.8 billion, or 44%, for 2017. The increase in noninterest
income in 2019, compared with 2018, was predominantly due to
higher net gains from equity securities (including higher deferred
compensation plan investment results, which are offset in
employee benefits expense), higher all other income, and higher
net gains from trading activities. These increases in 2019,
compared with 2018, were partially offset by lower trust and
investment fees, mortgage banking income, and other fees. The
decline in noninterest income in 2018, compared with 2017, was
predominantly due to lower net gains on mortgage loan
origination/sales activities driven by decreased origination
volumes and margins, lower insurance income due to the sale of
Wells Fargo Insurance Services in fourth quarter 2017, lower
service charges on deposit accounts, lower gains on debt
securities, and lower deferred compensation plan investment
results (offset in employee benefits expense). These decreases in
2018, compared with 2017, were partially offset by higher gains
from equity securities and higher all other income. For more
information on our performance obligations and the nature of
services performed for certain of our revenues discussed below,
see Note 22 (Revenue from Contracts with Customers) to
Financial Statements in this Report.

Service charges on deposit accounts increased to $4.8 billion
in 2019, compared with $4.7 billion in 2018, predominantly due
to higher overdraft fees resulting from increased consumer
payment transactions, partially offset by the impact of a higher
earnings credit rate applied to commercial accounts due to
higher interest rates.

Brokerage advisory, commissions and other fees decreased
to $9.2 billion in 2019, compared with $9.4 billion in 2018, due to
lower asset-based fees and lower transactional revenue. Retail

brokerage client assets totaled $1.6 trillion at December 31,
2019, compared with $1.5 trillion at December 31, 2018. Asset-
based fees are calculated on the market value of the assets as of
the beginning of each quarter. All retail brokerage services are
provided by our WIM operating segment. For additional
information on retail brokerage client assets, see the discussion
and Tables 9d and 9e in the “Operating Segment Results -
Wealth and Investment Management — Retail Brokerage Client
Assets” section in this Report.

Trust and investment management fees decreased to
$3.0 billion in 2019, compared with $3.3 billion in 2018, largely
driven by lower trust fees due to the sale of our Institutional
Retirement and Trust (IRT) business in 2019.

Our assets under management (AUM), including IRT client
assets still on our platform, totaled $705.9 billion at
December 31,2019, compared with $638.3 billion at
December 31, 2018. Substantially all of our AUM is managed by
our Wealth and Investment Management (WIM) operating
segment. Our assets under administration (AUA), including IRT
client assets still on our platform, totaled $1.8 trillion at
December 31, 2019, compared with $1.7 trillion at December 31,
2018. We had AUM and AUA associated with the IRT business of
$21 billion and $915 billion, respectively, at December 31, 2019.
No IRT client assets were transitioned to the buyer’s platform as
of December 31, 2019.

We closed the sale of our IRT business on July 1, 2019. We
will continue to administer client assets at the direction of the
buyer for up to 24 months from the closing date pursuant to a
transition services agreement. The buyer will receive post-closing
revenue from the client assets and will pay us a fee for certain
costs that we incur to administer the client assets during the
transition period. The transition services fee will be recognized as
other noninterest income, and the expenses we incur will be
recognized in the same manner as they were prior to the close of
the sale. Transition period revenue is expected to approximate
transition period expenses and is subject to downward
adjustment as client assets transition to the buyer’s platform.

Additional information regarding our WIM operating
segment AUM is provided in Table 9f and the related discussion
in the “Operating Segment Results — Wealth and Investment
Management - Trust and Investment Client Assets Under
Management” section in this Report.

Other fees decreased to $3.1 billion in 2019 from
$3.4 billion in 2018, predominantly driven by the sale of our
commercial real estate brokerage business (Eastdil Secured
(Eastdil)) on October 1, 2019 and lower lending related charges
and fees.

Mortgage banking income, consisting of net servicing
income and net gains on loan origination/sales activities, totaled
$2.7 billion in 2019, compared with $3.0 billion in 2018. For more
information, see Note 11 (Mortgage Banking Activities) to
Financial Statements in this Report.

Net servicing income was $522 million in 2019, compared
with $1.4 billion in 2018, due to a decrease in net servicing fees
and changes in the fair value of mortgage servicing rights
(MSRs). Net servicing fees decreased $369 million from 2018,
primarily driven by a decrease in contractually specified fees as a
result of prepayments and sales of MSRs. In addition to servicing
fees, net servicing income includes amortization of commercial
MSRs, changes in the fair value of residential MSRs, as well as
changes in the fair value of derivatives (economic hedges) used
to hedge the residential MSRs. The total fair value of our
residential MSRs declined in 2019, compared with 2018, driven
by lower mortgage interest rates and higher prepayments. The
net MSR valuation loss on our residential MSRs increased in
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2019, compared with 2018, due to a decrease in hedge carry
income from a flatter yield curve environment in 2019. Table 7a
presents the components of the market-related valuation
changes to our residential MSRs, net of hedge results.

Table 7a: Market-Related Valuation Changes on Residential MSRs, Net
of Hedge Results

Year ended December 31,

(in millions) 2019 2018 2017
MSR valuation gain (loss) $ (2,569) 960 (126)
Net derivative gains (losses) from economic
hedges of residential MSRs 2,318 (1,072) 413
Net MSR valuation gain (loss) $ (251) (112) 287

Our portfolio of loans serviced for others was $1.6 trillion at
December 31,2019, and $1.7 trillion at December 31, 2018. At
December 31, 2019, the ratio of combined residential and
commercial MSRs to related loans serviced for others was 0.79%,
compared with 0.94% at December 31, 2018. See the “Risk
Management - Asset/Liability Management — Mortgage Banking
Interest Rate and Market Risk” section in this Report for
additional information regarding our MSRs risks and hedging
approach.

Net gains on mortgage loan origination/sales activities was
$2.2 billion in 2019, compared with $1.6 billion in 2018. The
increase in 2019, compared with 2018, was primarily due to
increases in origination volumes and margins. The production
margin on residential held-for-sale mortgage loan originations,
which represents net gains on residential mortgage loan
origination/sales activities divided by total residential held-for-
sale mortgage loan originations, provides a measure of the
profitability of our residential mortgage origination activity.
Table 7b presents the information used in determining the
production margin.

Table 7b: Selected Mortgage Production Data

Year ended December 31,

2019 2018 2017
Net gains on mortgage loan
origination/sales activities
(in millions):
Residential (A) $ 1,518 1,174 2,140
Commercial 337 265 358
Residential pipeline and
unsold/repurchased loan
management (1) 338 205 425
Total $ 2,193 1,644 2,923
Residential real estate
originations (in billions):
Held-for-sale (B) $ 135 132 160
Held-for-investment 69 45 52
Total $ 204 177 212
Production margin on
residential held-for-sale
mortgage originations (A)/(B) 1.12% 0.89 134
(1)  Primarily includes the results of Government National Mortgage Association (GNMA) loss

mitigation activities, interest rate management activities and changes in estimate to the
liability for mortgage loan repurchase losses.

The production margin was 1.12% for 2019, compared with
0.89% for 2018. The increase in the production margin in 2019,
compared with 2018, was due to higher margins in both retail
and correspondent production channels and a shift to more retail
origination volume, which has a higher production margin.

Mortgage applications were $311 billion in 2019, compared
with $230 billion in 2018. The real estate 1-4 family first
mortgage unclosed pipeline was $33 billion at December 31,
2019, compared with $18 billion at December 31, 2018. For
additional information about our mortgage banking activities
and results, see the “Risk Management — Asset/Liability
Management — Mortgage Banking Interest Rate and Market
Risk” section and Note 11 (Mortgage Banking Activities) and
Note 19 (Fair Values of Assets and Liabilities) to Financial
Statements in this Report.

Net gains from trading activities, which reflect unrealized
changes in fair value of our trading positions and realized gains
and losses, were $993 million in 2019, compared with
$602 millionin 2018. The increase in 2019, compared with 2018,
reflected higher trading volumes for rates and commodities,
credit, and residential mortgage-backed securities, partially
offset by lower equity and foreign exchange trading income. Net
gains from trading activities exclude interest and dividend
income and expense on trading securities, which are reported
within interest income from debt and equity securities and other
interest income. For additional information about trading
activities, see the “Risk Management — Asset/Liability
Management — Market Risk — Trading Activities” section and
Note 4 (Trading Activities) to Financial Statements in this
Report.

Net gains on debt and equity securities totaled $3.0 billion
for 2019 and $1.6 billion for 2018. The increase in 2019 was
predominantly driven by higher deferred compensation gains
(offset in employee benefits expense) and higher unrealized
gains on equity securities, partially offset by lower net realized
gains from nonmarketable equity securities. Table 8a presents
results for our deferred compensation plan and related
investments. Net gains on debt and equity securities also
included other-than-temporary impairment (OTTI) write-downs
of $308 million for 2019 and $380 million for 2018. The
decrease in OTTI in 2019 reflected a $214 million impairment
taken in 2018 related to the sale of our ownership stake in The
Rock Creek Group, LP (RockCreek), partially offset by higher
write-downs in our investment portfolio in 2019.

Lease income was $1.6 billion in 2019, compared with
$1.8 billion in 2018. The decrease in 2019, compared with 2018,
was driven by reductions in the size of the equipment leasing
portfolio.

All other income was $2.5 billion in 2019, compared with
$1.8 billion in 2018. All other income includes losses on low
income housing tax credit investments (excluding related tax
credits recorded in income tax expense), foreign currency
adjustments, income from investments accounted for under the
equity method, hedge accounting results related to hedges of
foreign currency risk, and the results of certain economic hedges,
any of which can cause decreases and net losses in other income.
The increase in all other income in 2019, compared with 2018,
was predominantly driven by pre-tax gains on the sales of our IRT
business, Eastdil, and Business Payroll Services, partially offset
by lower gains from the sales of purchased credit-impaired (PCl)
loans in 2019, as well as higher losses on low income housing tax
credit investments in 2019.
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Earnings Performance (continued)

Noninterest Expense

Table 8: Noninterest Expense

Year ended December 31,

(in millions) 2019 2018 2017
Salaries $ 18,382 17,834 17,363
Commission and incentive compensation 10,828 10,264 10,442
Employee benefits 5,874 4,926 5,566
Technology and equipment 2,763 2,444 2,237
Net occupancy (1) 2,945 2,888 2,849
Core deposit and other intangibles 108 1,058 1,152
FDIC and other deposit assessments 526 1,110 1,287
Operating losses 4,321 3,124 5,492
Outside professional services 3,198 3,306 3,813
Contract services (2) 2,489 2,192 1,638
Leases (3) 1,155 1,334 1,351
Advertising and promotion 1,076 857 614
Outside data processing 673 660 891
Travel and entertainment 580 618 687
Postage, stationery and supplies 518 515 544
Telecommunications 367 361 364
Foreclosed assets 163 188 251
Insurance 100 101 100
All other (2) 2,112 2,346 1,843

Total $ 58,178 56,126 58,484

(1) Represents expenses for both leased and owned properties.

(2)  The amount for 2017 has been revised to conform with the current period presentation
whereby temporary help is included in contract services rather than in all other noninterest
expense.

(3)  Represents expenses for assets we lease to customers.

Noninterest expense was $58.2 billion in 2019, up 4% from
$56.1 billion in 2018, which was down 4% from $58.5 billion in
2017.Theincrease in 2019, compared with 2018, was driven by
higher personnel expenses, operating losses, technology and
equipment, and advertising and promotion expense, partially
offset by lower core deposit and other intangibles expense,
Federal Deposit Insurance Corporation (FDIC), leases, and other
expense. The decrease in 2018, compared with 2017, was driven
by lower operating losses from a decline in litigation accruals,
lower personnel expenses, lower outside data processing, and
lower FDIC expense, partially offset by higher advertising and
promotion, technology and equipment, and other expense.
Personnel expenses, which include salaries, commissions,
incentive compensation and employee benefits, were up
$2.1 billion, or 6%, in 2019, compared with 2018, due to higher
deferred compensation costs (offset in net gains from equity
securities), higher salaries driven by the impact of staffing mix
changes and annual salary increases, as well as higher incentive
compensation and commissions. The increase in incentive
compensation and commissions was due to increased revenue
from mortgage banking originations, market sensitive
businesses (trading, debt and equity securities activities) and
investment banking, partially offset by lower brokerage fees.
Table 8a presents results for our deferred compensation plan and
related investments.

Table 8a: Deferred Compensation Plan and Related Investments

Year ended December 31,

(in millions) 2019 2018
Net interest income $ 70 60
Net gains (losses) from equity securities 664 (303)
Total revenue (losses) from deferred
compensation plan investments 734 (243)
Employee benefits expense (1) 739 (242)

Income (loss) before income tax
expense $ (5) (1)

(1) Represents change in deferred compensation plan liability.

Technology and equipment expense was up 13% in 2019,
compared with 2018, due to higher impairment expenses on
capitalized software and computer software licensing and
maintenance costs, reflecting the strategic reassessment of
technology projects in WIM.

Core deposit and other intangibles expense was down 90%
in 2019, compared with 2018, due to lower amortization
expense reflecting the end of the 10-year amortization period on
Wachovia intangibles.

FDIC and other deposit assessments were down 53% in
2019, compared with 2018, due to the completion of the FDIC
surcharge which ended September 30, 2018.

Operating losses were up $1.2 billion, or 38%, in 2019,
compared with 2018, due to higher litigation accruals for a
variety of matters, including previously disclosed retail sales
practices matters, partially offset by lower remediation expense.

Outside professional and contract services expense was up
3% in 2019, compared with 2018, reflecting an increase in
project spending, partially offset by lower legal expense.

Leases expense was down 13% in 2019, compared with
2018, driven by reductions in the size of the operating lease
portfolio.

Advertising and promotion expense was up 26% in 2019,
compared with 2018, due to increases in marketing and brand
campaign volumes.

All other noninterest expense was down 10% in 2019,
compared with 2018, due to a sales tax refund in 2019, higher
gains on the sale of corporate properties in 2019, compared with
2018, and pension plan settlement expense in 2018 that did not
recurin 2019.

Income Tax Expense

Our effective income tax rate in 2019 was 17.5%, compared with
20.2%in 2018. The 2019 and 2018 effective income tax rates
reflected the non-tax-deductible treatment of certain litigation
accruals. The 2018 effective income tax rate also reflected
income tax expense related to the reconsideration of reserves
for state income taxes following the U.S. Supreme Court decision
in South Dakota v. Wayfair, Inc. and the recognition of

$164 million of income tax expense associated with the final re-
measurement of our initial estimates for the impacts of the Tax
Cuts & Jobs Act (Tax Act). See Note 24 (Income Taxes) to
Financial Statements in this Report for additional information
about our income taxes.
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Operating Segment Results

As of December 31, 2019, we were organized for management
reporting purposes into three operating segments: Community
Banking; Wholesale Banking; and Wealth and Investment
Management (WIM). These segments are defined by product
type and customer segment and their results are based on our
management reporting process. The management reporting
process is based on U.S. GAAP with specific adjustments, such as
for funds transfer pricing for asset/liability management, for
shared revenues and expenses, and tax-equivalent adjustments
to consistently reflect income from taxable and tax-exempt
sources. On February 11, 2020, we announced a new
organizational structure with five principal lines of business:
Consumer and Small Business Banking; Consumer Lending;
Commercial Banking; Corporate and Investment Banking; and
Wealth and Investment Management. This new organizational

Table 9: Operating Segment Results — Highlights

structure is intended to help drive operating, control, and
business performance. The Company is currently in the process
of transitioning to this new organizational structure, including
identifying leadership for some of these principal business lines
and aligning management reporting and allocation
methodologies. These changes will not impact the consolidated
financial results of the Company, but are expected to result in
changes to our operating segments. We will update our
operating segment disclosures, including comparative financial
results, when the Company completes its transition and is
managed in accordance with the new organizational structure.
Table 9 and the following discussion present our results by
operating segment. For additional description of our operating
segments, including additional financial information and the
underlying management reporting process, see Note 27
(Operating Segments) to Financial Statements in this Report.

Year ended December 31,

Wealth and
Community Wholesale Investment Consolidated
(in millions, except average balances which are in billions) Banking Banking Management Other (1) Company
2019
Revenue $ 45,316 27,677 17,341 (5,271) 85,063
Provision (reversal of provision) for credit losses 2,319 378 5 (15) 2,687
Net income (loss) 7,398 10,696 2,713 (1,258) 19,549
Average loans $ 459.4 475.3 75.6 (59.3) 951.0
Average deposits 782.0 422.5 146.0 (64.2) 1,286.3
2018
Revenue $ 46,913 28,706 16,376 (5,587) 86,408
Provision (reversal of provision) for credit losses 1,783 (58) (5) 24 1,744
Net income (loss) 10,394 11,032 2,580 (1,613) 22,393
Average loans $ 463.7 465.7 74.6 (58.8) 945.2
Average deposits 757.2 423.7 165.0 (70.0) 1,275.9
2017
Revenue $ 47,018 30,000 17,072 (5,701) 88,389
Provision (reversal of provision) for credit losses 2,555 (19) (5) (3) 2,528
Net income (loss) 10,938 9,914 2,770 (1,439) 22,183
Average loans $ 475.7 465.6 719 (57.1) 956.1
Average deposits 729.6 464.2 189.0 (78.2) 1,304.6
(1) Includes the elimination of certain items that are included in more than one business segment, substantially all of which represents products and services for WIM customers served through

Community Banking distribution channels.
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Earnings Performance (continued)

Community Banking offers a complete line of diversified
financial products and services for consumers and small
businesses with annual sales generally up to $5 million in which
the owner generally is the financial decision maker. These
financial products and services include checking and savings
accounts, credit and debit cards, automobile, student, mortgage,
home equity and small business lending, as well as referrals to
Wholesale Banking and WIM business partners. The Community

Table 9a: Community Banking

Banking segment also includes the results of our Corporate
Treasury activities net of allocations (including funds transfer
pricing, capital, liquidity and certain corporate expenses) in
support of other segments and results of investments in our
affiliated venture capital and private equity partnerships. Table
9a provides additional financial information for Community
Banking.

Year ended December 31,

(in millions, except average balances which are in billions) 2019 2018 % Change 2017 % Change
Net interest income $ 27,610 29,219 6% $ 28,658 2%
Noninterest income:
Service charges on deposit accounts 2,823 2,641 7 2,909 (9)
Trust and investment fees:
Brokerage advisory, commissions and other fees (1) 1,931 1,887 2 1,830 3
Trust and investment management (1) 805 910 (12) 889 2
Investment banking (2) (93) (35) NM (59) 41
Total trust and investment fees 2,643 2,762 (4) 2,660 4
Card fees 3,655 3,543 3 3,613 (2)
Other fees 1,278 1,359 (6) 1,497 (9)
Mortgage banking 2,307 2,659 (13) 3,895 (32)
Insurance 44 83 (47) 139 (40)
Net gains (losses) from trading activities 24 28 (14) (251) 111
Net gains (losses) on debt securities 51 (3) NM 709 NM
Net gains from equity securities (3) 2,155 1,505 43 1,455 3
Other income of the segment 2,726 3,117 (13) 1,734 80
Total noninterest income 17,706 17,694 — 18,360 (4)
Total revenue 45,316 46,913 (3) 47,018 —
Provision for credit losses 2,319 1,783 30 2,555 (30)
Noninterest expense:
Personnel expense 22,867 21,252 8 20,381 4
Technology and equipment 2,423 2,356 3 2,157 9
Net occupancy 2,236 2,166 3 2,111 3
Core deposit and other intangibles 3 404 (99) 446 (9)
FDIC and other deposit assessments 327 624 (48) 715 (13)
Outside professional services 1,942 1,560 24 1,875 (17)
Operating losses 3,846 2,656 45 5,312 (50)
Other expense of the segment (948) (527) (80) (382) (38)
Total noninterest expense 32,696 30,491 7 W (7)
Income before income tax expense and noncontrolling interests 10,301 14,639 (30) 11,848 24
Income tax expense 2,426 3,784 (36) 634 497
Less: Net income from noncontrolling interests (4) 477 461 3 276 67
Net income 7,398 10,394 (29) m (5)
Average loans 459.4 463.7 (1) $T57 (3)
Average deposits 782.0 757.2 3 729.6 4

NM - Not meaningful

(1) Represents income on products and services for WIM customers served through Community Banking distribution channels which is eliminated in consolidation.
(2)  Includes underwriting fees paid to Wells Fargo Securities for services related to the issuance of our corporate securities which are offset in our Wholesale Banking segment and eliminated in

consolidation.
(3)  Largely represents gains resulting from venture capital investments.

(4)  Reflects results attributable to noncontrolling interests predominantly associated with the Company’s consolidated venture capital investments.
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Community Banking reported net income of $7.4 billion in
2019, down $3.0 billion, or 29%, from 2018. Revenue was
$45.3 billion in 2019, down $1.6 billion, or 3%, from 2018. The
decrease in revenue in 2019 was due to lower net interest
income, gains from the sales of purchased credit-impaired (PCl)
residential mortgage loans, mortgage banking revenue driven by
a decrease in servicing income, and trust and investment fees,
partially offset by higher gains on equity securities, service
charges on deposit accounts, and card fees.

The provision for credit losses in 2019 increased
$536 million from 2018 due to a higher level of credit quality
improvement in 2018 compared with 2019, partially offset by
lower net charge-offs in the automobile portfolio in 2019.

Noninterest expense of $32.7 billion in 2019 increased
$2.2 billion, or 7%, from 2018. The increase in 2019 was
predominantly driven by higher personnel expense, operating
losses reflecting litigation accruals for a variety of matters,
including previously disclosed retail sales practices matters, and
outside professional services expense, partially offset by lower
other expense, core deposit and other intangibles amortization
expense, and FDIC and other deposit assessments expense.

Income tax expense was $2.4 billion in 2019, down
$1.4 billion from $3.8 billion in 2018. The decrease in income tax
expense in 2019 was driven by lower pre-tax income, and
reflected the non-tax-deductible treatment of certain litigation
accruals.

Average loans decreased $4.3 billion in 2019, or 1%, from
2018 driven by decreases in real estate 1-4 family junior lien
mortgage, automobile, other revolving credit and installment,
and commercial loans, partially offset by higher real estate 1-4
family first mortgage and credit card loans. Average deposits
increased $24.8 billion in 2019, or 3%, from 2018.
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Earnings Performance (continued)

Wholesale Banking provides financial solutions to businesses
with annual sales generally in excess of $5 million and to financial
institutions globally. Products and businesses include
Commercial Banking, Commercial Real Estate, Corporate and

Table 9b: Wholesale Banking

Investment Banking, Credit Investment Portfolio, Treasury
Management, and Commercial Capital. Table 9b provides

additional financial information for Wholesale Banking.

Year ended December 31,

(in millions, except average balances which are in billions) 2019 2018 % Change 2017 % Change
Net interest income $ 17,699 18,690 (5% $ 18,810 (1)%
Noninterest income:
Service charges on deposit accounts 1,974 2,074 (5) 2,201 (6)
Trust and investment fees:
Brokerage advisory, commissions and other fees 292 317 (8) 304 4
Trust and investment management 486 445 9 523 (15)
Investment banking 1,889 1,783 6 1,827 (2)
Total trust and investment fees 2,667 2,545 5 2,654 (4)
Card fees 359 362 (1) 345 5
Other fees 1,801 2,019 (11) 2,054 (2)
Mortgage banking 412 362 14 458 (21)
Insurance 303 312 (3) 872 (64)
Net gains from trading activities 915 516 77 701 (26)
Net gains (losses) on debt securities 89 102 (13) (232) 144
Net gains from equity securities 416 293 42 116 153
Other income of the segment 1,042 1,431 (27) 2,021 (29)
Total noninterest income 9,978 10,016 — 11,190 (10)
Total revenue 27,677 28,706 (4) 30,000 (4)
Provision (reversal of provision) for credit losses 378 (58) 752 (19) NM
Noninterest expense:
Personnel expense 5,560 5,567 — 6,603 (16)
Technology and equipment 38 48 (21) 55 (13)
Net occupancy 388 403 (4) 425 (5)
Core deposit and other intangibles 92 378 (76) 414 (9)
FDIC and other deposit assessments 172 419 (59) 481 (13)
Outside professional services 600 958 (37) 1,134 (16)
Operating losses 35 246 (86) 74 232
Other expense of the segment 8,467 8,138 4 7,438 9
Total noninterest expense 15,352 16,157 (5) 16,624 (3)
Income before income tax expense and noncontrolling interest 11,947 12,607 (5) 13,395 (6)
Income tax expense (1) 1,246 1,555 (20) 3,496 (56)
Less: Net income (loss) from noncontrolling interest 5 20 (75) (15) 233
Net income $ 10,696 11,032 3 % 9,914 11
Average loans $ 475.3 465.7 2 m —
Average deposits 422.5 423.7 — 464.2 (9)
NM - Not meaningful
(1)  Income tax expense for our Wholesale Banking operating segment included income tax credits related to low-income housing and renewable energy investments of $1.8 billion, $1.6 billion and

$1.4 billion for the years ended December 31, 2019, 2018 and 2017, respectively.

Wholesale Banking reported net income of $10.7 billion in
2019, down $336 million, or 3%, from 2018. The decrease in
2019 was predominantly due to lower net interest income,
partially offset by lower noninterest expense. Revenue of
$27.7 billion in 2019 decreased $1.0 billion, or 4%, from 2018.

Net interest income of $17.7 billion in 2019 decreased
$1.0 billion, or 5%, from 2018. The decrease in net interest
income in 2019 was due to lower credit spreads on loans, trading
assets, and debt securities, as well as the impact of migration
from noninterest-bearing to interest-bearing deposits.

Noninterest income of $10.0 billion in 2019 was flat
compared with 2018.

The provision for credit losses in 2019 increased
$436 million from 2018, driven by lower recoveries reflecting a
higher level of credit quality improvement in 2018 compared

with 2019.

Noninterest expense of $15.4 billion in 2019 decreased
$805 million, or 5%, compared with 2018. The decrease in 2019

was predominantly due to lower core deposit and other

intangibles amortization expense, FDIC and other deposit
assessments expense, operating losses, and lease expense
(within other expense), as well as the impact of the sale of
Eastdil, partially offset by increased project expense (within

other expense).
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Average loans of $475.3 billion in 2019 increased
$9.6 billion, or 2%, compared with 2018. Loan growth in 2019
from commercial and industrial loans was partially offset by
declines in commercial real estate loans. Average deposits of
$422.5 billion in 2019 decreased $1.2 billion from 2018. The
decline in 2019 was driven by commercial customers allocating
more cash to alternative higher-rate liquid investments.

Wealth and Investment Management provides a full range of
personalized wealth management, investment and retirement
products and services to clients across U.S.-based businesses
including Wells Fargo Advisors, The Private Bank, Abbot

Table 9c: Wealth and Investment Management

Downing, and Wells Fargo Asset Management. We deliver

financial planning, private banking, credit, investment

management and fiduciary services to high-net worth and ultra-
high-net worth individuals and families. We also serve clients’

brokerage needs and provide investment management

capabilities delivered to global institutional clients through
separate accounts and the Wells Fargo Funds. The sale of our IRT
business closed on July 1, 2019. For additional information on
the sale of our IRT business, including its impact on our AUM,
AUA and associated revenue and expenses, see the “Noninterest
Income” section in this Report. Tables 9c through 9f provide

additional financial information for WIM.

Year ended December 31,

(in millions, except average balances which are in billions) 2019 2018 % Change 2017 % Change
Net interest income $ 4,037 4,441 9% $ 4,641 (4)%
Noninterest income:
Service charges on deposit accounts 16 16 — 17 (6)
Trust and investment fees:
Brokerage advisory, commissions and other fees 8,946 9,161 (2) 9,072 1
Trust and investment management 2,587 2,893 (11) 2,877 1
Investment banking 6 9 (33) (2) 550
Total trust and investment fees 11,539 12,063 (4) 11,947 1
Card fees 6 6 — 6 —
Other fees 17 17 — 18 (6)
Mortgage banking (12) (11) (9) (10) (10)
Insurance 72 82 (12) 88 (7)
Net gains from trading activities 53 57 (7) 92 (38)
Net gains on debt securities — 9 (100) 2 350
Net gains (losses) from equity securities 272 (283) 196 208 NM
Other income of the segment 1,341 (21) NM 63 NM
Total noninterest income 13,304 11,935 11 12,431 (4)
Total revenue 17,341 16,376 6 17,072 (4)
Provision (reversal of provision) for credit losses 5 (5) 200 (5) —
Noninterest expense:
Personnel expense 8,477 8,085 5 8,126 (1)
Technology and equipment 304 42 624 28 50
Net occupancy 448 440 2 431 2
Core deposit and other intangibles 13 276 (95) 292 (5)
FDIC and other deposit assessments 49 116 (58) 154 (25)
Outside professional services 684 815 (16) 834 (2)
Operating losses 452 232 95 115 102
Other expense of the segment 3,282 2,932 12 2,643 11
Total noninterest expense 13,709 12,938 6 12,623 2
Income before income tax expense and noncontrolling interest 3,627 3,443 5 4,454 (23)
Income tax expense 9204 861 5 1,668 (48)
Less: Net income from noncontrolling interest 10 2 400 16 (88)
Net income $ 2,713 2,580 5 % 2,770 (7)
Average loans $ 75.6 74.6 1 m 4
Average deposits 146.0 165.0 (12) 189.0 (13)

NM - Not meaningful

WIM reported net income of $2.7 billion in 2019, up
$133 million, or 5%, from 2018. Revenue of $17.3 billion in 2019
increased $965 million, or 6%, from 2018.

Net interest income of $4.0 billion in 2019 decreased
$404 million, or 9%, from 2018 predominantly due to the impact

of lower deposit balances.

Noninterest income of $13.3 billion in 2019 increased
$1.4 billion, or 11%, from 2018, predominantly due to the
$1.1 billion gain on the sale of our IRT business and higher net
gains from equity securities on increased deferred compensation
plan investment results (largely offset by higher employee
benefits expense), partially offset by lower asset-based fees.
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Earnings Performance (continued)

Noninterest income in 2018 reflected an impairment on the sale
of our ownership stake in RockCreek.

The provision for credit losses was $5 million in 2019,
compared with a reversal of provision of $5 million in 2018.

Noninterest expense of $13.7 billion in 2019 increased
$771 million, or 6%, from 2018 due to higher personnel expense
onincreased deferred compensation plan expense (offset in net
gains from equity securities), technology and equipment expense
including $265 million of capitalized software impairment and
computer software licensing and maintenance costs, reflecting
the strategic reassessment of technology projects, operating
losses, and project expense (within other expense), partially
offset by lower core deposits and other intangibles amortization
expense.

Average loans of $75.6 billion in 2019 increased $1.0 billion
from 2018 driven by growth in nonconforming mortgage loans.
Average deposits of $146.0 billion in 2019 decreased
$19.0 billion, or 12%, from 2018 as customers allocated more
cash into higher yielding liquid alternatives.

The following discussions provide additional information for
client assets we oversee in our retail brokerage advisory and trust
and investment management business lines.

Retail Brokerage Client Assets Brokerage advisory,
commissions and other fees are received for providing full-
service and discount brokerage services predominantly to retail
brokerage clients. Offering advisory account relationships to our
brokerage clients is an important component of our broader
strategy of meeting their financial needs. Although a majority of
our retail brokerage client assets are in accounts that earn
brokerage commissions, the fees from those accounts generally
represent transactional commissions based on the number and
size of transactions executed at the client’s direction. Fees from
advisory accounts are based on a percentage of the market value
of the assets as of the beginning of the quarter, which vary
across the account types based on the distinct services provided,
and are affected by investment performance as well as asset
inflows and outflows. A majority of our brokerage advisory,
commissions and other fee income is earned from advisory
accounts. Table 9d shows advisory account client assets as a
percentage of total retail brokerage client assets at

December 31,2019, 2018 and 2017.
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Table 9d: Retail Brokerage Client Assets

Year ended December 31,

(in billions) 2019 2018 2017
Retail brokerage client assets $ 1,646.0 1,487.6 1,651.3
Advisory account client assets 589.5 501.1 542.8
Advisory account client assets as a percentage of total client assets 36% 34 33

Retail Brokerage advisory accounts include assets that are
financial advisor-directed and separately managed by third-party
managers, as well as certain client-directed brokerage assets
where we earn a fee for advisory and other services, but do not
have investment discretion. For the years ended December 31,
2019, 2018 and 2017, the average fee rate by account type

Table 9e: Retail Brokerage Advisory Account Client Assets

ranged from 80 to 120 basis points. Table 9e presents retail
brokerage advisory account client assets activity by account type
for the years ended December 31, 2019, 2018 and 2017. The
activity in 2019 reflected higher market valuations and net
outflows primarily from the correspondent clearing business.

Year ended

Balance, beginning

Balance, end of

(in billions) of period Inflows (1) Outflows (2) Market impact (3) period
December 31, 2019
Client directed (4) $ 151.5 335 (41.8) 26.2 169.4
Financial advisor directed (5) 141.9 339 (34.7) 35.2 176.3
Separate accounts (6) 136.4 24.2 (29.7) 29.2 160.1
Mutual fund advisory (7) 71.3 11.8 (14.1) 14.7 83.7
Total advisory client assets $ 501.1 103.4 (120.3) 105.3 589.5
December 31,2018
Client directed (4) $ 1709 336 (41.0) (12.0) 151.5
Financial advisor directed (5) 147.0 30.0 (32.9) (2.2) 141.9
Separate accounts (6) 149.1 23.8 (29.1) (7.4) 136.4
Mutual fund advisory (7) 75.8 128 (13.8) (3.5) 713
Total advisory client assets $ 542.8 100.2 (116.8) (25.1) 501.1
December 31,2017
Client directed (4) $ 159.1 37.1 (39.2) 139 1709
Financial advisor directed (5) 115.7 30.6 (24.5) 252 147.0
Separate accounts (6) 125.7 26.1 (23.5) 20.8 149.1
Mutual fund advisory (7) 63.3 131 (11.1) 10.5 75.8
Total advisory client assets $ 463.8 106.9 (98.3) 704 542.8
(1) Inflows include new advisory account assets, contributions, dividends and interest.
(2)  Outflows include closed advisory account assets, withdrawals and client management fees.
(3)  Market impact reflects gains and losses on portfolio investments.
(4)  Investment advice and other services are provided to client, but decisions are made by the client and the fees earned are based on a percentage of the advisory account assets, not the number and

size of transactions executed by the client.

(5)  Professionally managed portfolios with fees earned based on respective strategies and as a percentage of certain client assets.
(6)  Professional advisory portfolios managed by Wells Fargo Asset Management or third-party asset managers. Fees are earned based on a percentage of certain client assets.
(7)  Program with portfolios constructed of load-waived, no-load and institutional share class mutual funds. Fees are earned based on a percentage of certain client assets.
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Earnings Performance (continued)

Trust and Investment Client Assets Under Management We
earn trust and investment management fees from managing and
administering assets, including mutual funds, separate accounts,
and personal trust assets, through our asset management and
wealth businesses. Prior to the sale of our IRT business, which
closed on July 1, 2019, we also earned fees from managing
employee benefit trusts through the retirement business. Our
asset management business is conducted by Wells Fargo Asset
Management (WFAM), which offers Wells Fargo proprietary
mutual funds and manages institutional separate accounts, and

Table 9f: WIM Trust and Investment - Assets Under Management

our wealth business manages assets for high net worth clients.
Substantially all of our trust and investment management fee
income is earned from AUM where we have discretionary
management authority over the investments and generate fees
as a percentage of the market value of the AUM. For additional
information on the sale of our IRT business, including its impact
on our AUM, AUA and associated revenue and expenses, see the
“Noninterest Income” section in this Report. Table 9f presents
AUM activity for the years ended December 31, 2019, 2018 and
2017.

Year ended
Balance, beginning Balance, end of
(in billions) of period Inflows (1) Outflows (2) ~ Market impact (3) period
December 31, 2019
Assets managed by WFAM (4):
Money market funds (5) $ 1124 18.2 —_ — 130.6
Other assets managed 353.5 75.1 (86.1) 35.7 378.2
Assets managed by Wealth and IRT (6) 170.7 33.6 (40.5) 23.6 187.4
Total assets under management $ 636.6 126.9 (126.6) 59.3 696.2
December 31, 2018
Assets managed by WFAM (4):
Money market funds (5) $ 108.2 4.2 — — 1124
Other assets managed 3957 85.5 (120.2) (7.5) 3535
Assets managed by Wealth and IRT (6) 186.2 36.3 (39.5) (12.3) 170.7
Total assets under management $ 690.1 126.0 (159.7) (19.8) 636.6
December 31, 2017
Assets managed by WFAM (4):
Money market funds (5) $ 102.6 5.6 — — 108.2
Other assets managed 379.6 116.0 (130.9) 31.0 395.7
Assets managed by Wealth and IRT (6) 168.5 411 (39.4) 16.0 186.2
Total assets under management $ 650.7 162.7 (170.3) 47.0 690.1
(1) Inflows include new managed account assets, contributions, dividends and interest.

(2) Outflows include closed managed account assets, withdrawals and client management fees.
(3)  Market impact reflects gains and losses on portfolio investments.

(4)  Assets managed by WFAM consist of equity, alternative, balanced, fixed income, money market, and stable value, and include client assets that are managed or sub-advised on behalf of other

Wells Fargo lines of business.

(5)  Money Market funds activity is presented on a net inflow or net outflow basis, because the gross flows are not meaningful nor used by management as an indicator of performance.
(6)  Includes $5.0 billion, $4.9 billion and $5.5 billion as of December 31, 2019, 2018 and 2017, respectively, of client assets invested in proprietary funds managed by WFAM.
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Balance Sheet Analysis

At December 31, 2019, our assets totaled $1.9 trillion, up

$31.7 billion from December 31, 2018. Asset growth was
predominantly due to increases in federal funds sold and
securities purchased under resale agreements, debt securities,
and equity securities, which increased $21.9 billion, $12.4 billion,
and $13.1 billion, respectively, partially offset by a $30.2 billion
decline in interest-earning deposits with banks.

Available-for-Sale and Held-to-Maturity Debt Securities

Table 10: Available-for-Sale and Held-to-Maturity Debt Securities

The following discussion provides additional information
about the major components of our balance sheet. Information
regarding our capital and changes in our asset mix is included in
the “Earnings Performance — Net Interest Income” and “Capital
Management” sections and Note 29 (Regulatory and Agency
Capital Requirements) to Financial Statements in this Report.

December 31,2019 December 31, 2018

Net Net
Amortized unrealized Fair Amortized unrealized Fair
(in millions) cost gain (loss) value cost gain (loss) value
Available-for-sale $ 260,060 3,399 263,459 272,471 (2,559) 269,912
Held-to-maturity 153,933 2,927 156,860 144,788 (2,673) 142,115
Total (1) 413,993 6,326 420,319 417,259 (5,232) 412,027

(1) Available-for-sale debt securities are carried on the balance sheet at fair value. Held-to-maturity debt securities are carried on the balance sheet at amortized cost.

Table 10 presents a summary of our available-for-sale and held-
to-maturity debt securities, which increased $2.7 billion in
balance sheet carrying value from December 31, 2018, due to
higher net unrealized gains, partially offset by paydowns, sales
and maturities exceeding purchases.

The total net unrealized gains on available-for-sale debt
securities were $3.4 billion at December 31, 2019, up from net
unrealized losses of $2.6 billion at December 31, 2018, driven by
lower interest rates and tighter credit spreads.

The size and composition of our available-for-sale and held-
to-maturity debt securities is dependent upon the Company’s
liquidity and interest rate risk management objectives. Our
business generates assets and liabilities, such as loans, deposits
and long-term debt, which have different maturities, yields, re-
pricing, prepayment characteristics and other provisions that
expose us to interest rate and liquidity risk.

The available-for-sale debt securities portfolio primarily
consists of liquid, high-quality U.S. Treasury and federal agency
debt, and agency mortgage-backed securities (MBS), in addition
to securities issued by U.S. states and political subdivisions,
corporate debt securities, and highly rated collateralized loan
obligations (CLOs). The available-for-sale debt securities
portfolio can be used to meet funding needs that arise in the
normal course of business or due to market stress. Changes in
our interest rate risk profile may occur due to changes in overall
economic or market conditions, which could influence loan
origination demand, prepayment speeds, or deposit balances and
mix. In response, the available-for-sale debt securities portfolio
can be rebalanced to meet the Company’s interest rate risk
management objectives. In addition to meeting liquidity and
interest rate risk management objectives, the available-for-sale
debt securities portfolio may provide yield enhancement over
other short-term assets. See the “Risk Management - Asset/
Liability Management” section in this Report for more
information on liquidity and interest rate risk.

The held-to-maturity debt securities portfolio
predominantly consists of high-quality U.S. Treasury debt,
agency MBS and securities issued by U.S. states and political
subdivisions where our intent is to hold these securities to
maturity and collect the contractual cash flows. The held-to-
maturity debt securities portfolio may also provide yield
enhancement over short-term assets.

We analyze debt securities for OTTI quarterly or more
often if a potential loss-triggering event occurs. In 2019, we
recognized $63 million of OTTI write-downs on debt
securities. For a discussion of our OTTI accounting policies and
underlying considerations and analysis, see Note 1 (Summary of
Significant Accounting Policies) and Note 5 (Available-for-Sale
and Held-to-Maturity Debt Securities) to Financial Statements in
this Report.

At December 31, 2019, debt securities included $53.8 billion
of municipal bonds, of which 96.9% were rated “A-” or better
based predominantly on external ratings. Additionally, some of
the debt securities in our total municipal bond portfolio are
guaranteed against loss by bond insurers. These guaranteed
bonds are predominantly investment grade and were generally
underwritten in accordance with our own investment standards
prior to the determination to purchase, without relying on the
bond insurer’s guarantee in making the investment decision. The
credit quality of our municipal bond holdings are monitored as
part of our ongoing impairment analysis.

The weighted-average expected maturity of debt securities
available-for-sale was 4.7 years at December 31, 2019. The
expected remaining maturity is shorter than the remaining
contractual maturity for the 63.5% of this portfolio that is MBS
because borrowers generally have the right to prepay obligations
before the underlying mortgages mature. The estimated effects
of a 200 basis point increase or decrease in interest rates on the
fair value and the expected remaining maturity of the MBS
available-for-sale portfolio are shown in Table 11.
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Balance Sheet Analysis (continued)

Table 11: Mortgage-Backed Securities Available for Sale

Expected

Net remaining

Fair unrealized maturity

(in billions) value gain (loss) (in years)

At December 31, 2019

Actual 167.2 22 46
Assuming a 200 basis point:

Increase in interest rates 151.3 (13.7) 6.9

Decrease in interest rates 176.9 11.9 3.2

The weighted-average expected remaining maturity of debt
securities held-to-maturity (HTM) was 4.9 years at
December 31, 2019. HTM debt securities are measured at
amortized cost and, therefore, changes in the fair value of our
held-to-maturity MBS resulting from changes in interest rates
are not recognized in earnings. See Note 5 (Available-for-Sale
and Held-to-Maturity Debt Securities) to Financial Statements in
this Report for a summary of debt securities by security type.

Table 12: Loan Portfolios

Loan Portfolios

Table 12 provides a summary of total outstanding loans by
portfolio segment. Total loans increased $9.2 billion from
December 31, 2018, largely driven by an increase in consumer
loans.

Consumer loans were up $6.8 billion from December 31,
2018, predominantly due to growth in the real estate 1-4 family
first mortgage portfolio, as mortgage loan originations were
partially offset by paydowns and $4.0 billion of sales of PCl loans,
predominantly Pick-a-Pay, in 2019. We also purchased
$3.3 billion of mortgage loans in 2019 as a result of exercising
servicer cleanup calls. In addition, during 2019, we reclassified
$1.9 billion of existing mortgage loans to MLHFS in anticipation
of future whole loan sales.

Commercial loans also increased from December 31, 2018,
predominantly driven by growth in our commercial and industrial
loan portfolio, reflecting growth in our Corporate and
Investment Banking business and purchases of CLOs in loan form
within our Credit Investment Portfolio, partially offset by
declines in our Commercial Banking business.

(in millions) December 31, 2019 December 31,2018
Commercial $ 515,719 513,405
Consumer 446,546 439,705
Total loans 962,265 953,110
Change from prior year $ 9,155 (3,660)

Average loan balances and a comparative detail of average
loan balances is included in Table 5 under “Earnings Performance
- Net Interest Income” earlier in this Report. Additional
information on total loans outstanding by portfolio segment and
class of financing receivable is included in the “Risk Management
- Credit Risk Management” section in this Report. Period-end

Table 13: Maturities for Selected Commercial Loan Categories

balances and other loan related information are in Note 6 (Loans
and Allowance for Credit Losses) to Financial Statements in this
Report.

Table 13 shows contractual maturities for selected classes
of commercial loans and the distribution of loans to changes in
interest rates.

December 31, 2019

After
Within one year After
one through five
(in millions) year five years years Total
Selected loan maturities:
Commercial and industrial $ 130,342 196,460 27,323 354,125
Real estate mortgage 27,951 64,506 29,367 121,824
Real estate construction 9,219 10,178 542 19,939
Total selected loans $ 167,512 271,144 57,232 495,888
Distribution of loans to changes in interest rates:
Loans at fixed interest rates $ 22,660 28,688 18,479 69,827
Loans at floating/variable interest rates 144,852 242,456 38,753 426,061
Total selected loans $ 167,512 271,144 57,232 495,888
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Deposits

Deposits were $1.3 trillion at December 31, 2019, up

$36.5 billion from December 31, 2018, due to an increase in
commercial deposits, consumer and small business banking
deposits, and mortgage escrow deposits reflecting an inflow of
higher mortgage payoffs to be remitted to investors in
accordance with servicing contracts, partially offset by a
decrease in other time deposits. The increase in commercial

increase in consumer and small business banking deposits was
due to higher balances in high-yield savings, certificates of
deposit (CDs), and noninterest-bearing deposits, partially offset
by declines in brokerage sweeps. Table 14 provides additional
information regarding deposits. Information regarding the
impact of deposits on net interest income and a comparison of
average deposit balances is provided in the “Earnings
Performance — Net Interest Income” section and Table 5 earlier in

deposits was due to higher balances in corporate and investment this Report.

banking deposits, and commercial real estate deposits. The

Table 14: Deposits

% of % of
Dec 31, total Dec31, total
($ in millions) 2019 deposits 2018 deposits % Change
Noninterest-bearing $ 344,496 26% $ 349,534 27% (1)
Interest-bearing checking 62,814 5 56,797 4 11
Market rate and other savings 751,080 57 703,338 55 7
Savings certificates 31,715 2 22,648 2 40
Other time deposits 78,609 6 95,602 7 (18)
Deposits in non-U.S. offices (1) 53,912 4 58,251 5 (7)
Total deposits $ 1,322,626 100% $ 1,286,170 100% 3

(1) Includes Eurodollar sweep balances of $34.2 billion and $31.8 billion at December 31, 2019 and 2018, respectively.

Equity

Total equity was $188.0 billion at December 31, 2019, compared

with $197.1 billion at December 31, 2018. The decrease was

driven by a $21.6 billion increase in treasury stock and a

$1.7 billion decline in preferred stock, partially offset by an

$8.5 billion increase in retained earnings net of dividends paid,

and a $5.0 billion increase in cumulative other comprehensive

income predominantly due to fair value adjustments to available-

for-sale debt securities. The increase in treasury stock was the

result of the repurchase of 502.4 million shares of common stock

in 2019, an increase of 34% from 2018.
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Off-Balance Sheet Arrangements

In the ordinary course of business, we engage in financial
transactions that are not recorded on the balance sheet, or may
be recorded on the balance sheet in amounts that are different
from the full contract or notional amount of the transaction. Our
off-balance sheet arrangements include commitments to lend
and purchase debt and equity securities, transactions with
unconsolidated entities, guarantees, derivatives, and other
commitments. These transactions are designed to (1) meet the
financial needs of customers, (2) manage our credit, market or
liquidity risks, and/or (3) diversify our funding sources.

Commitments to Lend

We enter into commitments to lend to customers, which are
usually at a stated interest rate, if funded, and for specific
purposes and time periods. When we enter into commitments,
we are exposed to credit risk. The maximum credit risk for these
commitments will generally be lower than the contractual
amount because a significant portion of these commitments are
not funded. For more information, see Note 6 (Loans and
Allowance for Credit Losses) to Financial Statements in this
Report.

Commitments to Purchase Debt and Equity Securities
We enter into commitments to purchase securities under resale
agreements. We also may enter into commitments to purchase
debt and equity securities to provide capital for customers’
funding, liquidity or other future needs. For more information,
see Note 16 (Guarantees, Pledged Assets and Collateral, and
Other Commitments) to Financial Statements in this Report.

Transactions with Unconsolidated Entities

In the normal course of business, we enter into various types of
on- and off-balance sheet transactions with special purpose
entities (SPEs), which are corporations, trusts, limited liability
companies or partnerships that are established for a limited
purpose. Generally, SPEs are formed in connection with
securitization transactions and are considered variable interest
entities (VIEs). For more information, see Note 10
(Securitizations and Variable Interest Entities) to Financial
Statements in this Report.

Guarantees and Other Arrangements

Guarantees are contracts that contingently require us to make
payments to a guaranteed party based on an event or a change in
an underlying asset, liability, rate or index. Guarantees are
generally in the form of standby letters of credit, direct pay
letters of credit, written options, recourse obligations, exchange
and clearing house guarantees, indemnifications, and other types
of similar arrangements. For more information, see Note 16
(Guarantees, Pledged Assets and Collateral, and Other
Commitments) to Financial Statements in this Report.

Derivatives

We use derivatives to manage exposure to market risk, including
interest rate risk, credit risk and foreign currency risk, and to
assist customers with their risk management objectives.
Derivatives are recorded on the balance sheet at fair value, and
volume can be measured in terms of the notional amount, which
is generally not exchanged, but is used only as the basis on which
interest and other payments are determined. The notional
amount is not recorded on the balance sheet and is not, when
viewed in isolation, a meaningful measure of the risk profile of
the instruments. For more information, see Note 18
(Derivatives) to Financial Statements in this Report.
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Contractual Cash Obligations
In the ordinary course of business, we enter into other
contractual obligations that may require future cash payments,
including debt issuances for the funding of operations and leases
for premises and equipment.

Table 15 summarizes these contractual obligations as of

Table 15: Contractual Cash Obligations

December 31, 2019, excluding accrued expenses and other
liabilities, short-term borrowings and obligations for pension and
postretirement benefit plans. For more information, see Note 14
(Short-Term Borrowings) and Note 23 (Employee Benefits and
Other Expenses) to Financial Statements in this Report.

December 31, 2019

Note(s) 